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Report of Council and Board of Directors
Dear Shareholders, Customers and Business Partners,

Both the global and Latvian economies continuepierate in the face of difficulties caused by thedzamic.
In this situation, entrepreneurial activity and allveonsidered, flexible state policy in supportipgvate
business and the domestic market as a whole apdoitsising industries are of particular importandé
see that many of our clients are now working varyvaly and not postponing development issuester t
future, and the bank supports them in this, praxgjdamong other things, its expertise and finametdurces.

AS “Rietumu Banka” (the Bank) continues working segsfully with its business customers, primarignir
Latvia and the Baltic countries, as well as otlegions of the EU. Among our priorities remain levyi
investing and other forms of business financing. development in this area the Bank has an exdellen
capital basis, has both the resources and expergrailable which are required for the implemeontatf
wide-scale and ambitious business ideas.

Principal activities

The Bank was established in the Republic of Laiga Joint Stock Company and was granted its genera
banking license on 5 May 1992, number of the lieen6.01.04.018/245. The registered address of the
Bank’'s head office is Vesetas street 7, Riga, laatwegistration number - 40003074497. The principal
activities of the Bank are deposit taking and am&ioaccounts maintenance, lending, issuing guaante
cash and settlement operations and operationssetthrities and foreign exchange.

Profitability

The Group’s after-tax profit attributable to theuiy holders of the Bank for the year 2020 was EUR
million (2019: 21 million). The Group generated after-tax return on equity of 3.59% (2019: 5.78%Jl a
an after-tax return on assets of 0.74% (2019: 1)41%

The Group’s operating income was EUR 69 millionf@CEUR 73 million). Net fee and commission income
was EUR 15 million (2019: EUR 12 million). The Gpis cost to income ratio was 56% for the year ended
31 December 2020 (2019: 54%). The cumulative resulie above is that the Group reached a pre+atit p
margin of 18%.

Assets

As at 31 December 2020 the Group'’s total assets &R 1,469 million. The Group follows a conserveati
approach to asset allocation and about 49% of thai3s assets invested in liquidity managementplkot.
About 6% of the liquidity management portfoliomvested in short term money market placement \&ithel
mainly European banks. The tenure of these placeenp to 7 days. The bond portfolio primarilynststs
of corporate investment grade securities.

Lending

As a result of the uncertain environment in theaeghe Bank has substantially scaled down its cercial
lending in the CIS countries and currently has bezanore active in lending of medium-large scale
corporates in the Baltics. In addition, the Groapuissed on reducing concentration risks of largditey
projects. This resulted in the lending portfolianoediversified over a large group of medium siteahs
rather than the portfolio being concentrated inmalger group of larger loans. Loans and receivabbes
customers reached EUR 560 million showing onlytéldecrease compared to the balance of 2019 of EUR
585 million. This year the Bank plans moderatefptic growth. The effective average interest rateZ020

was 4.51%.

The Bank follows a very conservative lending poligliile offering innovative and individually tailcde
products that suit the requirements of each indafidustomer the best. During 2020 the Group caatirto
focus on both commercial and residential real egtabjects, production, agriculture, trade, loartfpbo
finance businesses.

Taking into account that the Group's main custobaee consists of mainly established medium ane larg
businesses in Latvia and the other Baltic States Qovid-19 pandemic had relatively low impact ba t
Bank and the Group. The Group also has relatislycredit exposure to the hospitality sector. Witthe
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guidelines established by the European Central BamBank has extended principal holidays to laamig
the year 2020. The main sectors where principatags were granted were commercial real estatde tra
and retails centres, and hotels. Covid-19 hadrénmail impact on non-bank subsidiaries within the@r.

Group Companies

The major non-banking companies of the Group irelleasing and consumer finance companies,
repossessed real estate and other repossessedrabli@intenance companies and asset managentent an
financial companies. It is the Bank’s strategy agimas possible to fully integrate its subsidianmge the
Bank’s management and control systems. The aefvif Group companies are financed by the Bank via
capital investments and loans. In most cases th& Bans 100% of the shares of its subsidiaries.

The Group fully owns an asset management compaligdcaS “Rietumu Asset Management” IPS that
provides asset management services to the Banktwroers. The asset management company provides
individual portfolios for customers as well as igtraent into Latvian registered funds — “Rietumu eiss
Management Fund — Fixed Income Investment Grade” @80 “Rietumu Asset Management Fund — Fixed
Income High Yield USD".

The Group’s Belorussian leasing business focusasdustrial equipment leasing which contributedite
Group’s profit before income tax in the amount &fHE1,1 million for the year ended 31 December 2020.
The Bank partly owns and finances a consumer lgndampany named SIA “INCREDIT GROUP” which
is registered and operates in Latvia. As of 31 Ddmy 2020, the net loan portfolio of SIA “INCREDIT
GROUP” was EUR 51 million and it contributed to grefit of the Group in the amount of EUR 1,4 naitii

SIA “RB Investments” Group owns most of the sigrafit real estate that the Bank repossessed assvell
other assets that the Bank took over on defauttads. Most of the repossessed assets are locaRigan
and the Riga region. SIA “RB Investments” Groupdating out a portion of these assets and plasglto
most of its portfolio of assets in the coming years

Funding, Equity and Expand Capital Base

The Group’s current accounts and deposits duestmeiers amounted EUR 1,072 million. Current account
represented EUR 608 million or 57% of total currastounts and customer deposits. Term deposits
amounted to EUR 464 million as at 31 December 20@@ding EUR 56 million of subordinated deposits.
Keeping in mind the maturity profile of liabilitiethe Bank continues relying on internet platfoimsrder

to diversify the funding base using medium-termasgs from individuals in EU. Currently the Banksha
access to German retail market, but in the firftdfe2021 it is planned to start attracting dep®&iom the
Netherlands. The average remaining tenor of tezposits as at 31 December 2020 was 1.6 years hath t
average effective interest rate of 2.01%. The ayeeedfective interest rate for subordinated depadsi2020
was 5.34%.

Group total shareholders’ equity reached EUR 33liamias of 31 December 2020. Group Tier | andltota
capital adequacy ratios were 21.03% (2019: 20.34r8d)22.61% (2019: 22.48%) respectively.

2021 and Beyond

The results that the Bank and the Group has regmftette an excellent basis for the further develept

of the Bank and the Group. They reflect the appadgness of the chosen course and the presenay of k
conditions for its implementation: financial andeihectual resources, a solid capital base and mode
technologies.

We owe our success to our customers and businesezgaand the trust that they have placed in us. W
would like to thank our customers and businessnpestfor their support and we are looking forward t
continue developing the Bank and the Group sucgkgéf 2021 and beyond.

Sustainability Report prepared by the managemesattisut in a separate statement and is availalBanok's
website https://www.rietumu.com.
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Financial results of the Group

2020 2019 2018 2017
At year end (EUR’000)
Total assets 1,469,042 1,703,706 1,552,981 3,009,558
Loans and receivables due from customers 560,086 585,291 617,899 832,340
Current accounts and deposits due to customers 2457 1,319,833 1,019,696 2,340,512
Total shareholder’s equity 331,437 324,443 471,461 478,755
For the year (EUR’000)
Net profit before tax 12,764 24,510 24,848 40,678
Net profit after tax 11,768 23,000 23,461 33,494
Operating income 69,192 72,822 104,458 136,611
Ratios
Earnings per share (EUR) — basic and diluted
After tax 0.10 0.19 0.17 0.28
Return on equity
Before tax 3.89% 6.16% 5.21% 8.36%
After tax 3.59% 5.78% 4.92% 6.89%
Return on assets
Before tax 0.80% 1.51% 1.45% 1.25%
After tax 0.74% 1.41% 1.37% 1.03%
Capital adequacy ratio 22.61% 22.48% 36.01% 24.08%
Profit margin 18.45% 33.66% 23.79% 29.78%
Loan portfolio to total assets ratio 38.13% 34.35% 39.79% 27.66%
Number of employees 644 701 856 1,070
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Financial results of the Bank

2020 2019 2018 2017
At year end (EUR’000)
Total assets 1,479,183 1,718,724 1,542,405 2,998,620
Loans and receivables due from customers 606,346 8,583 695,343 916,987
Current accounts and deposits due to customers 2,408 1,332,529 1,033,539 2,359,214
Total shareholder’s equity 324,014 307,770 457,510 459,614
For the year (EUR’000)
Net profit before tax 18,826 19,105 22,480 41,008
Net profit after tax 18,125 18,431 21,483 33,034
Operating income 64,742 183, 88,027 122,444
Ratios
Earnings per share (EUR) - basic and diluted
After tax 0.15 0.17 0.18 0.26
Return on equity
Before tax 6.07% 4.93% 4.83% 8.81%
After tax 5.84% 4.76% 4.62% 7.02%
Return on assets
Before tax 1.30% 1.14% 1.19% 1.27%
After tax 1.25% 1.10% 1.14% 1.03%
Capital adequacy ratio 22.76% 21.96% 36.62% 24.36Y
Profit margin 29.40% 35.95% 25.54% 33.49%
Loan portfolio to total assets ratio 40.99% 37.15% 45.08Y 30.58¥%
Number of employees 385 429 567 765
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STATEMENTS OF MANAGEMENT RESPONSIBILITY

The Management of AS “Rietumu Banka” is responsibtethe preparation of the consolidated financial
statements of the Bank and its subsidiaries (tloei@ras well as for the preparation of the sepdizd@cial
statements of the Bank.

The separate and consolidated financial statenoarages 15 to 116 are prepared in accordancestitice
documents and present fairly the financial positbbthe Bank and the Group as of 31 December 2620 a
the results of their operations and cash flowsHeryear ended 31 December 2020.

The separate and consolidated financial statenagatprepared in accordance with International Fizn
Reporting Standards as adopted by the EuropeamUmica going concern basis. Appropriate accounting
policies have been applied on a consistent basishé preparation of the financial statements the
Management has made prudent and reasonable judtgeamehestimates.

The Management of AS “Rietumu Banka” is responsiibtehe maintenance of proper accounting records,
the safeguarding of the Bank’s and the Group’stass®d the prevention and detection of fraud aherot
irregularities in the Bank and in the Group. Thenlsigement is also responsible for operating the Bank
compliance with the Law on Credit Institutions, uwgions of the Finance and Capital Markets Comimiiss
and other legislation of the Republic of Latvia.

On behalf of the Management of AS “Rietumu Banka”:

S . ..'___.

L 7 ;
l’]upg{}ﬁ‘ha' n of the Executive Board f‘%ﬂ ] e/]f}c{‘(:uti\'e Board
%ﬁllu Stegitiks Jedena ja

’3" .

5 February 2021
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The Council and the Board of Directors

for the year ended 31 December 2020

During the year and as of the date of the signirtbefinancial statements:

The Council of the Bank
1 January 2020 — 31 December 2020

Name Position

Leonids Esterkins Chairman of the Council
Arkadijs Suharenko
Brendan Thomas Murphy
Dermot Fachtna Desmond
Valentins Blugers

Member of the Council
Member of the Council

The Executive Board of the Bank
1 January 2020 — 24 August 2020

Name Position

Rolf Paul Fuls Chairman of the Executive Board

Ruslans Stecjuks Member of the Executive Board,
Deputy Chairman

llja Suharenko Member of the Executive Board,
Deputy Chairman

Jelena Buraja Member of the Executive Board

24 August 2020 — 05 October 2020

Name Position

Rolf Paul Fuls Chairman of the Executive Board

Ruslans Stecjuks Member of the Executive Board,
Deputy Chairman

llja Suharenko Member of the Executive Board,
Deputy Chairman

Member of the Executive Board
Member of the Executive Board

Jelena Buraja
Vladlens Topcijans

5 October 2020 — 31 December 2020

Name Position
Rolf Paul Fuls Chairman of the Executive Board
Ruslans Stecjuks Member of the Executive Board,
Deputy Chairman
Member of the Executive Board
Member of the Executive Board

Jelena Buraja
Vladlens Topcijans

Deputy Chairman of the Council
Deputy Chairman of the Cdunci

Date of appointment and
current term

25/09/B405/18-14/05/21)
5/02/97 (14/05/18-14/05/21)
07/09/05 (14/05/18-14/05/21)
00®Y14/05/18-14/05/21)
25/03/14/0b/18-14/05/21)

Date of appointment and
current term

9R10-23/09/22
23/09/19-23/09/22

23/09/19-23/09/22

2302/3/09/22

Date of appointment and
current term

9B10-23/09/22
23/09/19-23/09/22

23/09/19-05/10/20

23/02/3/09/22
/08£20-24/08/23

Date of appointment and
current term

9R10-23/09/22
23/09/19-23/09/22

2302/3/09/22
/08/20-24/08/23
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INDEPENDENT AUDITOR’S REPORT
To the shareholders of AS “Rietumu Banka”

Report on the Audit of the Bank’s Separate and the Group’s
Consolidated Financial Statements

Our Opinion on the Separate and Consolidated Financial Statements

We have audited the accompanying separate financial statements of AS “Rietumu Banka” (“the
Bank”) and accompanying consolidated financial statements of the Bank and its subsidiaries
(“the Group”) set out on pages 15 to 116 of the accompanying separate and consolidated Annual
Report, which comprise:

« the separate and consolidated statement of financial position as at 31 December 2020;

« the separate and consolidated statement of profit or loss and other comprehensive income
for the year then ended;

» the separate and consolidated statement of changes in the shareholders’ equity for the year
then ended;

« the separate and consolidated statement of cash flows for the year then ended;

« notes to the separate and consolidated financial statements, including a summary of
significant accounting policies and other disclosures.

In our opinion, the accompanying separate and consolidated financial statements give a true
and fair view of the separate and consolidated financial position of the Bank and the Group as
at 31 December 2020, and of its separate and consolidated financial performance and its cash
flows for the year then ended in accordance with the International Financial Reporting
Standards as adopted by the European Union.

Basis for Opinion

In accordance with the Law on Audit Services of the Republic of Latvia we conducted our audit
in accordance with International Standards on Auditing adopted in the Republic of Latvia (ISAs).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Separate and Consolidated Financial Statements section

of our report.

We are independent of the Bank and the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (including
International Independence Standards) and independence requirements included in the Law on
Audit Services of the Republic of Latvia that are relevant to our audit of the separate and
consolidated financial statements in the Republic of Latvia. We have also fulfilled our other
professional ethics responsibilities and objectivity requirements in accordance with the
International Code of Ethics for Professional Accountants (including International Independence
Standards) and Law on Audit Services of the Republic of Latvia.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

BDO ASSURANCE, a Latvian limited liability company, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
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Emphasis of Matter

On 6 July 2017 a French Court ruled in its first-instance judgment that the Bank was guilty of
aggravated money laundering and was ordered to pay a criminal fine of EUR 80,000 thousand,
and damages, jointly and severally with other defendants, of EUR 10,113 thousand to the
Republic of France. The court ruling was appealed both by the Bank and by the French
prosecutors. The next hearings are expected to take place on 8, 9 and 10 February 2021. The
Bank and the Group believe that the amount of the provision (EUR 34,000 thousands) recognized
in these separate and consolidated financial statements represent their best estimate of the
expenditure to be ultimately required to settle the obligation, however, the Bank and the Group
also recognize that, due to the inherent uncertainty associated with the proceedings is of such
nature, that the actual expenditure required to settle the claim could be lower or substantially
higher than the amount of provisions made.

Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the separate and consolidated financial statements of the current
period. These matters were addressed in the context of our audit of the separate and
consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be
communicated in our report:

Impairment of the loans to customers (the Bank)

Key audit 27% of gross amount of loans and receivables due from customers as at

matter 31 December 2020 are classified as credit-impaired (more details are provided
in the note 19.2 (b) of the separate and consolidated financial statements),
and 56% of the net amount of loans to customers as at 31 December 2020 are
due from customers based and operating outside Latvia (more details on
geographical analysis of the loan portfolio are provided in the note 19.2 (d) of
the separate and consolidated financial statements). We believe that these
factors indicate presence of an increased audit risk related to the assessment
of potential impairment of the value of loans and therefore considered this as
a key audit matter.

Our audit We assessed whether the Bank’s and the Group’s accounting policies in
response relation to the impairment of loans to customers are in compliance with the
IFRS.

We made detailed review of loan files covering 79% of the net amount of
outstanding loans to customers as at 31 December 2020 (98% of loans classified
as credit-impaired). As part of the review, we assessed the customer financial
situation and capacity to support sustainable debt service payments or, if this
was not the case, management’s exit plans and activities, as well as available
sources of loan repayment.

10
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As in many cases the key source of loan recovery was realisation of collateral
associated with specific loans, primarily, real estate, we did detailed review
of assumptions and information sources used in the valuation reports provided
by independent valuation specialists engaged by the Bank or its debtors,
including independent checks on market prices for comparable properties.
Where required, we asked to reassess initial expected credit loss assessment
and make changes in related loan loss allowances.

Valuation of investment properties (the Group)

Key audit
matter

Our audit
response

The balance sheet value of the Group’s investment property portfolio as at
31 December 2020 is EUR 81,879 thousand (more details on investment
properties are provided in the note 26 while information on the measurement
principles is provided in the note 3 (d)(ii) of the separate and consolidated
financial statements). Significant part of these represent properties were
acquired through the foreclosure of loans issued by the Bank. These properties
have limited liquidity and represent significant challenge to determine their
fair value at the reporting date. Considering the size of investment property
portfolio and its potential impact on the financial results of the Group we
defined this area as a key audit matter.

We assessed, on a sample basis, independent valuation reports commissioned
by the Bank or the Group’s entities including matters such as selection of the
valuation methods and key assumptions underlying value calculations -
comparable market transactions, cash flow projections, discount rates,
capitalisation rates. For a number of cases, we did sensitivity analysis for
certain assumptions within the valuation to assess the effect of their potential
changes on the investment property fair values.

We assessed the adequacy of the Group’s disclosures related to the
assumptions and significant judgments used at estimating fair values of
investment properties.

Reporting on Other Information
The Bank’s and the Group’s management is responsible for the other information. The other

information comprises:

« the Report of the Council and the Board of Directors, as set out on pages 3 to 6 of the
accompanying Annual Report,

« the Statement on Management Responsibility, as set out on page 7 of the accompanying
Annual Report,

« the composition of the Supervisory Council and the Management Board, as set out on page 8
of the accompanying Annual Report.

11
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Our opinion on the separate and consolidated financial statements does not cover the other
information included in the Annual Report, and we do not express any form of assurance
conclusion thereon, except as described in the Other reporting responsibilities in accordance
with the legislation of the Republic of Latvia related to other information section of our report.

In connection with our audit of the separate and consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the separate and consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed and in light of the knowledge and understanding of
the entity and its environment, obtained in the course of our audit, we conclude that there is
a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Other reporting responsibilities in accordance with the legislation of the Republic of Latvia
related to other information

In addition, in accordance with the Law on Audit Services of the Republic of Latvia with respect
to the Management Report, our responsibility is to consider whether the Management Report is
prepared in accordance with the requirements of the Financial and Capital Market Commission
of the Republic of Latvia - regulation No 113 Regulations on the Preparation of the Annual
Reports and Annual Consolidated Accounts for Banks, Investment Brokerage Firms and
Investment Management Companies (“Regulation No 113").

Based solely on the work required to be undertaken in the course of our audit, in our opinion:

» the information given in the Management Report for the financial year, for which the
separate and consolidated financial statements are prepared, is consistent with the separate
and consolidated financial statements; and

« the Management Report has been prepared in accordance with the requirements of
the Regulation 113.

Responsibilities of Management and Those Charged with Governance for the Separate and
Consolidated Financial Statements

Management is responsible for the preparation of the separate and consolidated financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards as adopted by the European Union and for such internal control as management
determines is necessary to enable the preparation of separate and consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the separate and consolidated financial statements, management is responsible
for assessing the Bank’s and the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Bank and/or the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s and the Group’s
financial reporting process.

12
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Auditor’s Responsibilities for the Audit of the Separate and Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the separate and consolidated
financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these separate and
consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the separate and consolidated
financial statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Bank’s and the Group’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank’s and/or the
Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures
in the separate and consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Bank and/or
the Group to cease to continue as a going concern.

« Evaluate the overall presentation, structure and content of the separate and consolidated
financial statements, including the disclosures, and whether the separate and consolidated
financial statements represent the underlying transactions and events in a manner that
achieves a fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

13
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We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence and objectivity, and to communicate
with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the separate and consolidated financial
statements of the current period and are therefore the key audit matters. We describe these
matters in our auditors’ report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

Other Reporting Responsibilities and Confirmations Required by the Legislation of the
Republic of Latvia and the European Union when Providing Audit Services to Public Interest
Entities

We were appointed by the shareholders’ meeting on 5 May 2020 to audit the separate and
consolidated financial statements of AS Rietumu Banka for the year ended 31 December 2020.
Our total uninterrupted period of engagement is three years, covering the periods ending
31 December 2018 to 31 December 2020.

We confirm that:

» our audit opinion is consistent with the additional report presented to the Audit Committee
of the Bank and the Group;

» as referred to in the paragraph 37.6 of the Law on Audit Services of the Republic of Latvia
we have not provided to the Bank and the Group the prohibited non-audit services (NASs)
referred to of EU Regulation (EU) No 537/2014. We also remained independent of the audited
Bank and the Group in conducting the audit.

For the period to which our statutory audit relates, we have not provided any other services to
the Bank and the Group in addition to the audit, which have not been disclosed in the separate
and consolidated financial statements of the Bank and the Group.

Martins Zutis is the responsible engagement partner and Irita Cimdare is the responsible sworn
auditor on the audit resulting in this independent auditor’s report.

“BDO ASSURANCE” SIA
Licence Mo 182

Martins Zutis Irita Cimdare
_/ on behalf of SIA “BDO ASSURANCE” Member of the Board
Responsible sworn auditor
Certificate No 103

Riga, Latvia
5 February 2021
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SEPARATE AND CONSOLIDATED STATEMENTS OF PROFIT OR L OSS AND OTHER
COMPREHENSIVE INCOME

For the year ended 31 December 20

2020 2020 2019 2019
‘000 EUR  '000 EUR  '000 EUR  '000 EUR
Note Group Bank Group Bank
Interest income 6 49,570 40,453 51,527 38,811
Interest expense 6 (15,707) (15,183) (17,879) e),3
Net interest income 33,863 25,270 33,648 21,487
Fee and commission income 7 18,608 18,087 18,400 , 7197
Fee and commission expense 8 (3,456) (3,049) (5,918 (5,200)
Net fee and commission income 15,152 15,038 12,482 12,519
Net gain on financial assets at fair value
through profit or loss 9 6,245 6,245 611 675
Net foreign exchange gain 10 2,269 5,372 11,542 390,
Net realised gain on financial assets at
fair value through other comprehensive
income 11 2,516 2,516 1,562 1,562
Net realised gain on debt instruments at
amortised cost 372 372 153 153
Share of losses of equity accounted
investees (net of income tax) 3) - (28) -
Other income 12 8,778 9,929 12,852 6,354
Operating income 69,192 64,742 72,822 53,144
Impairment losses 13 (17,826) (18,325) (9,130) 88)0
Provisions charges (86) (72) (32) (16)
General and administrative expenses 14 (38,516) 5127 (39,151) (25,939)
Profit before income tax 12,764 18,826 24,510 19,105
Income tax expense 15 (996) (701) (1,510) (674)
Profit for the period 11,768 18,125 23,000 18,431
Attributable to:
Equity holders of the Bank 10,409 21,219
Non-controlling interest 1,359 1,781

The separate and consolidated statements of prdéiss and other comprehensive income are todk re
in conjunction with the Notes to, and forming pafitthe separate and consolidated financial staténe
set out on pages 24 to 116.

Executive Board

05 February 2021
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

SEPARATE AND CONSOLIDATED STATEMENTS OF PROFIT OR L OSS AND OTHER
COMPREHENSIVE INCOME

For the year ended 31 December 20 2020 2020 2019 2019
‘000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Profit for the period 11,768 18,125 23,000 18,431

Other comprehensive incom

Items that will not to be reclassified to pro

or loss

Fair value changes of equity instrume

measured at fair value through ot

comprehensive incor (296) (296) - -
Items that are or may be reclassified to prc

or loss

Foreign currency translation differences

foreign operatior (1,129) - 4 -
Other reserve- net change 1 - (66) -

Financial assets at fair value through ot
comprehensive incon— net change in fair

value (1,585) (1,585) 5,824 5,824
Other comprehensive income for the perio (3,009) (1,881) 5,762 5,824
Total comprehensive income for the perio 8,759 16,244 28,762 24,255
Attributable to:

Equity holders of the Group 7,400 26,981
Non-controlling interest 1,359 1,781

The separate and consolidated statements of prdbss and other comprehensive income are todze re
in conjunction with the Notes to, and forming pefitthe separate and consolidated financial stat&sme
set out on pages 24 to 116.

03 February 2021
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

SEPARATE AND CONSOLIDATED STATEMENTS OF FINANCIAL P OSITION

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

As at 31 December 20z Note '000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank

Asset:
Cash and balances due from Bank of
Latvia 16 261,362 261,34C 503,08 503,07.
Deposits and balances due from bz 17 77,24C 76,81¢ 81,49: 80,91:
Financial assets at fair value throt
profit or los: 18 16,25C 16,141 10,15¢ 10,04¢
Financial assets at amortised | 19

Debt securitie 19.1 64,291 64,291 60,53¢ 60,53¢

Loans and receivables due from

customer 19.2 560,08¢ 606,34¢ 585,29: 638,52:
Financial assets at fair value throt
other comprehensive incol 2C 344,426 344,4¢6 290,49( 290,49(
Non-currentassets held for st 4,577 - 763 59¢
Investments in subsidiari 21 - 27,31¢ - 29,46¢
Equity accounted investe 22 2 - 4 -
Property and equipme 23 37,34¢ 26,714 38,42 34,65
Intangible asse 24 1,93¢ 1,922 2,092 2,07¢
Investmenpropert 26 81,879 40,891 90,05¢ 35,11«
Current tax ass 25¢ - 317 174
Deferred tax ass 32 582 - 107 -
Other asse 27 18,734 12,904 40,88t 33,06¢
Tota| Asset: 1,469,042 1,479,183 1,703,706 1,718,724

The separate and consolidated statements of fimgpasition are to be read in conjunction with Nates
to, and forming part of, the separate and cond@itiinancial statements set out on pages 24 to 116
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

SEPARATE AND CONSOLIDATED STATEMENTS OF FINANCIAL P OSITION

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
As at 31 December 20z Note '000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank

Liabilities and Shareholders’ Equity
Financialinstruments at fair value

through profit or los 18 54 54 94 94

Deposits and balances due to ba 28 4,482 4,46¢ 2,92( 2,92(

Current accounts and deposits du

customer 29 1,072,456 1,082,424 1,319,83. 1,332,52!

Issued debt securiti 30 61z - 71z -

Provision: 36 34,191 3422t 34,10¢ 34,15«

Current tax liabilit 2€ - 50 -

Deferred tax liabilit 32 12¢ - 99 -

Other liabilities and accruz 31 25,657 34,001 21,450 41,25,

Total Liabilities 1,137,605 1,155,169 1,379,263 1,410,954
Share capiti 33 168,91t 168,91t 168,91t 168,91t

Share premiurn 33 52,54 52,54 52,54 52,54

Revaluation reserv 33 1,869 - 1,89( -

Fair value resen 33 1,697 1,697 3,57¢ 3,57¢

Currency translation resel (4,688) - (3,559) -

Other reserve 33 4C 23 39 23

Retained earnini 107,331 100,835 96,898 82,710
Total Equity Attributable to Equity

Holders of the Bank 327,708 324,014 320,305 307,770
Non-controlling Interest 3,729 - 4,138 -

Total Shareholders’ Equity 331,437 324,014 324,443 307,770
Total Liabilities and Shareholders’

Equity 1,469,042 1,479,183 1,703,706 1,718,724

The separate and consolidated statements of fimlapasition are to be read in conjunction with the
Notes to, and forming part of, the separate andaatated financial statements set out on pagese 24
116.

3
A P
S Y
Depi 4 Chaierijén of the Executive Board
Ruslans Sleyliks
o

05 February 2021
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

SEPARATE AND CONSOLIDATED STATEMENTS 2020 2020 2019 2019
OF CASH FLOWS '000 '000 '000 '000
For the year ended 31 December 2020 Note EUR EUR EUR EUR
Group Bank Group Bank
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax 12,764 18,826 24,510 19,105
Amortisation and depreciation 23,24 2,022 1,974 2,629 2,851
(Gain)/loss from sale of investment property (892) (753) (76) (307)
Revaluation of investment property 2,556 (392) (279) 341
Share of (income)/loss of equity accounted investee 2 - 28 -
Increase of provisions 86 71 29 16
Assets write off/(recovery of assets written off) (2,852) (4,395) 20 (355)
(Gain)/loss on disposal of property and equipment (146) (32) 3 (23)
(Gain)/loss on sale of subsidiaries 605 335 (2,527) -
Impairment losses 13 17,826 18,325 9,130 8,084
Increase in cash and cash equivalents before charsge
assets and liabilities, as a result of ordinary opations 31,971 33,959 33,467 29,712
(Increase)/decrease in financial assets at fairevéidrough
profit or los: (581 (578 1,66( 1,62z
(Increase)/decrease in loans and receivables fustomers 9,067 16,410 24,847 26,669
(Increase)/decrease in financial assets at fairevéidrough (56,558) (56,558) (125,756) (125,756)
other comprehensive incor
(Increase)/decrease in other assets 21,580 20,176 (7,632) (7,451)
Increase/(decrease) in derivative liabilities (40) (40) 94 94
Increase/(decrease) in current accounts and dephsitto
customer (247,377) (250,105) 298,936 298,990
(Increase)/decrease in r-current assets held for s 819 596 1,625 -
Increase/(decrease) in other liabilities and adsrua 3,943 (468) (3,081) (3,787)
Increase/(decrease) in cash and cash equivalentsrin
operating activities before corporate income tax (237,176) (236,608) 224,160 220,093
Corporate income tax (961) (527) 1,281 1,988
Net cash and cash equivalents from operating acties (238,137) (237,135) 225,441 222,081
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment and intang#sdet 23,24 (1,363) (621) (1,171) (972)
Proceeds from sale of property, plant and equipraedt
other asse - - 28 28
Increase in equity investments in other entitied an
acquisition of subsidiarie - 690 - -
(Increase)/decrease in investment property 26 (1,732) (5,385) (1,858) 802
Proceeds from sale of subsidiary - 355 3,061 3,342
(Increase)/decrease in debt securities at amortiasd (4,200) (4,200) (25,073) (25,073)
(Acquisition)/sale of non-controlling interest (298) - (75) -
Cash and cash equivalents used in / from investing
activities (7,593) (9,161) (25,088) (21,873)

The separate and consolidated statements of aagh 8re to be read in conjunction with the Notes to
and forming part of, the separate and consolidiit@dicial statements set out on pages 24 to 116.
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SEPARATE AND CONSOLIDATED STATEMENTS
OF CASH FLOWS

For the year ended 31 December 2020

CASH FLOWS FROM FINANCING ACTIVITIES

Increase/(decrease) in other reserves

Issued debt securities

Dividends paid

Repayment of lease liability

Cash and cash equivalents used in/from financing
activities

Net cash flow for the period

Cash and cash equivalents at the beginning of thesr

Cash and cash equivalents at the end of the year

AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants

for the year ended 31 December 2020

2020 2020 2019 2019

Note '000 EUR '000 EUR ’'000 EUR ’'000 EUR
Group Bank Group Bank

1 - (66) -

30 (99) - 650 -
33 (1,470) - (175,708) (173,995)
(244) (1,074) (152) (1,074)

(1,812)  (1,074) (175,276) (175,069)
(247,542) (247,370) 25,077 25,139
581,662 581,063 556,585 555,924

34 334,120 333,693 581,662 581,063

The separate and consolidated statements of cagh &re to be read in conjunction with the Notes to
and forming part of, the separate and consolid@edicial statements set out on pages 24 to 116.

De

P:% Chajrmpt of the Executive Board
r/_}ﬁﬁs ans Stecpks

(05 February 2021
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

GROUP CONSOLIDATED STATEMENTS OF CHANGES IN THE SHA REHOLDERS’
EQUITY
For the year ended 31 December 2019

Attributable to Equity Holders of the Bank

Foreign
currency Non-
Share Share Revaluation Fair value translation Other Retained controlling  Total
capital premium reserve reserve reserve  reserves earnings  Total interest  Equity
'000 EUR '000 EUR ’'000 EUR '000 EUR '000 EUR ’'000 EUR '000 EUR '000 EUR '000 EUR '000 EUR
Balance at
1 January 2019 168,916 52,543 1,914 (2,246)  (3,563) 105 249,647 467,316 4,145 471,461
Transactions with shareholders recorded directlyaquity
Dividends paid (Note 3 - - - - - - (173,995 (173,995 - (173,995
Transactions with non-controlling interest
Loss of contrc - - - - - - - - (47) (47)

Dividends paid to
non-controlling
interest
shareholde - - - - - - - - 1,713 (1,713)
Transactions with
third parties
related to units of
funds controlled
by Group - - - - - - - - (28) (28)
Comprehensive
income
Profit for the
current yee - - - - - - 21,21¢ 21,21¢ 1,781 23,00(
Other
comprehensive
income - - - 5,82¢ 4 (66) - 5,76: - 5,76:
Other
Depreciation of
revalued proper - - 27 - - - 27 - - -
Revaluation of
property and

equipmer - - 3 - - - - 3 - 3
Balance at

31 December

2019 168,916 52,543 1,890 3,578 (3,559) 39 96,898 320,305 4,138 324,443

The Group consolidated statements of changes ishttieeholders’ equity are to be read in conjunction
with the Notes to, and forming part of, the separatd consolidated financial statements set out on
pages 24 to 116.
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

GROUP CONSOLIDATED STATEMENTS OF CHANGES IN THE SHA REHOLDERS’

EQUITY

For the year ended 31 December 2020

Balance at
1 January 2020

Attributable to Equity Holders of the Bank

Transactions with non-controlling interest

Loss of contrc
Dividends paid to
non-controlling
interest
shareholde
Comprehensive
income

Profit for the
current yee
Other
comprehensive
income

Other

Depreciation of
revalued proper
Revaluation of
property and
equipmer
Balance at

31 December 2020

Foreign
currency Non-
Share Share Revaluation Fair value translation Other Retained controlling  Total
capital premium reserve reserve reserve  reserves earnings  Total interest  Equity
'000 EUR '000 EUR '000 EUR ’000 EUR ’'000 EUR 000 EUR '000 EUR '000 EUR '000 EUR '000 EUR
168,916 52,543 1,890 3,578 (3,559) 39 96,898 320,305 4,138 324,443
- - - - - - - - (298 (298
- - - - - - - - (1470 (1,470
- - - - - - 1C,40¢ 10,40¢ 1,35¢ 1176¢
- - - (1,881 (1,129 1 - (3,009 - (3,009
- - (24) - - - 24 - - -
- - 3 - - - - 3 - 3
168,916 52,543 1,869 1,697 (4,688) 40 107,331 327,708 3,729 331,437

The Group consolidated statements of changes ishtieeholders’ equity are to be read in conjunction
with the Notes to, and forming part of, the separatd consolidated financial statements set out on
pages 24 to 116.
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

BANK’S SEPARATE STATEMENTS OF CHANGES IN SHAREHOLDE RS’ EQUITY
For the year ended 31 December 2020

Share Share Fair value Other Retained Total
capital  premium reserve reserves earnings equity

‘000 EUR '000 EUR '000 EUR ’'000 EUR '000 EUR '00EUR
Restated balance at

1 January 2019 168,916 52,543 (2,246) 23 238,274 457,510
Transactions with shareholders recorded directlyenuity

Dividends paid - - - - (173,995) (173,995)
Comprehensive incom

Profit for the period - - - - 18,431 18,431
Other comprehensive income - - 5,824 - - 5,824
Balance at 31 December

2019 168,916 52,543 3,578 23 82,710 307,770

Comprehensive incom
Profit for the period - - -

18,125 18,125

Other comprehensive income - - (1,881) - - (1,881)
Balance at 31 December
2020 168,916 52,543 1,697 23 100,835 324,014

The Bank’s separate statements of changes in sildesl’ equity are to be read in conjunction with t
Notes to, and forming part of, the separate andadarated financial statements set out on pagde 24
116.

- Fﬂ’) . . p
Depust’ Chairprgr

of the Executive Board Emper A 1 *_Ffeuutive Board
Ifgﬁans Stetjuks Jel urdja -
p :

05 February 2021
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

Background

Principal activities

These financial statements include the separatadial statements of AS “Rietumu Banka” (the
“Bank”) and the consolidated financial statemeritthe Bank and its subsidiaries (together referred
to as the “Group”).

The principal activities of the Bank are deposiirig and customer accounts maintenance, lending,
issuing guarantees, cash and settlement operatindsoperations with securities and foreign

exchange. The activities of the Bank are regulbtetthe Bank of Latvia and the Financial and Capital

Market Commission (FCMC) of the Republic of Latvidne average number of people employed by
the Group during the year was 664 (2019: 701) anithd Bank 385 (2019: 429).

Principal subsidiaries of the Group(total assets in excess of EUR 5,000 thousand)

Name Country of incorporatic Principal activitie Ownershi

31 Dec 2020 31 Dec 2019
SIA “RB Investments” Vesetas Str.7, Riga, Latvia Investments 100% 100%
Rietumu Lizing OO0 Odoevskogo Str.117 "gloor, Leasing company 100% 100%

office 9, Minsl, Belaru:

SIA “Vesetas 7" Vesetas Str.7, Riga, Latvia Real estate operatit 100% 100%
SIA “OVERSEAS Estates” Vesetas Str.7, Riga, Latvia Terminal 100% 100%
SIA “InCREDIT GROUP”  Krisjana Barona Str.130, Riga, LatvCustomer lending 51% 51%
SIA “KI Nekustamie ipasumiVesetas Str.7, Riga, Latvia Real estate operatit 100% 100%
SIA “KI 135" Vesetas Str.7, Riga, Latvia Real estate operatil 100% 100%
Kl Invest OOO Nauchnij Str.19, Moscow, Russia Real estate operatil 100% 100%
SIA “KIl Zeme” Vesetas Str.7, Riga, Latvia Real estate operatil 100% 100%
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

Basis of preparation

Statements of compliance

The accompanying separate and consolidated finasteiiements have been prepared in accordance
with International Financial Reporting Standardsadepted by the European Union (EU IFRS), and
regulations of the Financial and Capital Market @uasion of the Republic of Latvia (FCMC) in force
as at the reporting date.

The Board of Directors approved these separatecansblidated financial statements for issue on 05
February 2021.

Basis of measurement

The separate and consolidated financial statenagatprepared on the historical cost basis except fo
the following:

- financial assets at fair value through profit ®dare stated at fair value;
- financial assets at fair value through other comm@nsive income are stated at fair value;

- non-current assets held for sale which are stdtémv@r their carrying amount and fair value
less cost to sell;

- owner occupied buildings which are stated at rea@lamounts being the fair value at the date
of valuation less subsequent accumulated depregciatid any accumulated impairment losses;

- investment property and collateral assumed on mrfepning loans is stated at fair value.

Functional and Presentation Currency
These financial statements are presented in thdeszreuro (EUR 000’s).

The functional currencies of the Bank and princgabsidiaries of the Bank are EUR, except for the
principal subsidiaries listed below:

Rietumu Lizing OO0 BYN (Belarussian Ruble)

Kl Invest OO0 RUB (Russian Rouble)

25



(@)
(i)

(ii)

(iii)

AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

Significant accounting policies

The following significant accounting policies haween applied in the preparation of these sepanate a
consolidated financial statements. The accountaligips have been consistently applied to all gisio
presented in these financial statements, exceghéchange in accounting policies described ireNot
3(u).

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translatéal the respective functional currencies of thekBan
and its subsidiary companies at the spot exchaatge on the date of the transactions set by thepan
Central Bank.

Monetary assets and liabilities denominated inifpreurrencies at the reporting date are retraedlat
into the functional currency at the spot excharaje at that date. The foreign currency gain or twss
monetary items is the difference between amorttesd in the functional currency at the beginning of
the period, adjusted for effective interest andnpayts during the period, and the amortised cost in
foreign currency translated at the exchange ratheatend of the period. Non-monetary assets and
liabilities denominated in foreign currencies tlamé measured at fair value are translated into the
functional currency at the spot exchange rate atddte that the fair value was determined. Non-
monetary assets and liabilities denominated indareurrencies that are measured at historicala@st
translated into the functional currency at the spathange rate at the date of transaction. Foreign
currency differences arising on retranslation @®eognised in profit or loss, except for differences
arising on the translation of equity instrumenttaatvalue through profit or loss, which are renisgd

in equity through other comprehensive income.

Foreign operations

The assets and liabilities of foreign operationsluding goodwill and fair value adjustments argson
acquisition, are translated into the presentatiomency of the Group at exchange rates set by the
European Central Bank at the reporting date. Tloene and expenses of foreign operations are
translated into the presentation currency of theu@rat average exchange rate for the reportinggeri
Foreign currency differences are recognised inroteenprehensive income and accumulated in a
currency translation reserve, except that the latina difference is allocated to non-controllimggrest.
Upon disposal of subsidiary, the balance of cuyrg¢ranslation reserve is reclassified to profit éosk.

Foreign exchange rates
31 Dec 2020 Average 2020 31 Dec 2019 Average 2019

uUsbD 1.2271 1.1422 1.1234 1.1195
BYN 3.1680 2.7900 2.3637 2.3415
RUB 91.4671 82.7248 69.9563 72.4553
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

Significant accounting policies, continued
Basis of consolidation
Subsidiaries

The Group'’s subsidiaries are those entities whidiréctly or indirectly controls. Control over antity

is evidenced by the Group’s ability to exercisepitsver in order to affect any variable returns that
Group is exposed to through its involvement with émtity. When assessing whether to consolidate an
entity, the Group evaluates a range of controloiazthamely:— the purpose and design of the entity
the relevant activities and how these are detemringhether the Group’s rights result in the abiliy
direct the relevant activities — whether the Grbap exposure or rights to variable returns — whettee
Group has the ability to use its power to affeetaimount of its returns. Where voting rights alevant,

the Group is deemed to have control where it haldtectly or indirectly, more than half of the vagi
rights over an entity unless there is evidencedhather investor has the practical ability to ateitally
direct the relevant activities.

The Group also assesses existence of control vith#wes not control the majority of the voting pawe
but has the practical ability to unilaterally dir¢twe relevant activities. This may arise in ciraiamces
where the size and dispersion of holdings of theredtolders give the Group the power to direct the
activities of the investee. The Group reassessesdinsolidation status at least at every quarterly
reporting date. Therefore, any changes in thetstre¢eading to a change in one or more of therobnt
factors, require reassessment when they occurifidlisgles changes in decision making rights, change
in contractual arrangements, changes in the fingnownership or capital structure as well as chang
following a trigger event which was anticipated thre original documentation. All intercompany
transactions, balances and unrealized gains osetctions between Group companies are eliminated on
consolidation. Consistent accounting policies gpliad throughout the Group for the purposes of
consolidation. At the date that control of a sulasidis lost, the Group a) derecognizes the assets
(including attributable goodwill) and liabilitiesf dhe subsidiary at their carrying amounts, b)
derecognizes the carrying amount of any noncoirigpihterests in the former subsidiary, c) recoggiz
the fair value of the consideration received ang distribution of the shares of the subsidiary, d)
recognizes any investment retained in the formésisiiary at its fair value and e) recognizes any
resulting difference of the above items as a gaiogs in the income statement. Any amounts reaaghi

in prior periods in other comprehensive incomeelation to that subsidiary would be reclassifieth®
Consolidated Statement of Income or transferregtdir to retained earnings if required by other R

Equity accounted investees

Associates are those enterprises in which the Ghagpsignificant influence, but not control, ovae t
financial and operating policies. Significant irdhce is presumed to exist when the Group holds
between 20 and 50% of the voting power of assatiatdity. The consolidated financial statements
include the Group’s share of the total recognissidgyand losses of associates on an equity acabunte
basis, from the date that significant influenceeetively commences until the date that significant
influence effectively ceases. When the Group’s eshadrlosses exceeds the Group’s interest in the
associate, that interest is reduced to nil andgmition of further losses is discontinued excepthi®
extent that the Group has incurred obligationggpect of the associate.

Transactions eliminated on consolidation

Intra-Group balances and transactions, and anyalised gains arising from intra-Group transactions,
are eliminated in preparing the consolidated fignstatements. Unrealised gains arising from
transactions with associates are eliminated toetktent of the Group’s interest in the investee.
Unrealised losses are eliminated in the same wap@salised gains except that they are only elitesha
to the extent that there is no evidence of impaitme

Non — controlling interest

The Group measures any non-controlling intereis$ @toportionate interest in the identifiable assets
of the acquiree.
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

Significant accounting policies, continued
Investment in subsidiaries and associate8ank’s separate financial statements

Investments in subsidiaries and associates areumneghs the Bank’'s separate financial statements at
cost less impairment allowance, if any.

Asset management

The Bank and the Group hold assets which are psiechan behalf of investors (securities and other
assets managed). The assets held on behalf otanyese accounted in off balance sheet and are not
included in the separate and consolidated finast@éments.

Goodwill

Goodwill represents the excess of the cost of @&nbas combination over the Bank’s or the Group’s
interest in the fair value of the net identifiabksets and contingent liabilities of the acquitdbeadate

of acquisition.

The Bank and the Group measure goodwill as thevidire of the consideration transferred including
the recognised amount of any non-controlling irgere the acquiree, less the net recognised amount
(generally at fair value) of the identifiable assatquired and liabilities assumed, all measurexd e
acquisition date. Goodwill is included in intanigilassets.

Goodwill is allocated to cash-generating units &dtated at cost less impairment losses, if any.
Goodwill is tested for impairment annually or mdrequently if events or changes in circumstances
indicate that goodwill might be impaired and is sw@ad at cost less any accumulated impairment
losses. Cash generating units for goodwill impairtitesting are payment card business.

Negative goodwill (bargain purchase gain) arisingadusiness combination is recognised immediately
in profit or loss.

Fair value measurement principles

A number of the Bank’s and Group’s accounting peticand disclosures require the determination of
fair value for both financial and non-financial etssand liabilities. Fair value is the price thaud be
received to sell an asset or paid to transfefdiligin an orderly transaction between marketiocgrants

at the measurement date in the principal, or ialitsence, the most advantageous market to which the
Bank or the Group has access at that date. Thedhie of a liability reflects its non-performangsk.

When measuring the fair value of an asset or ditialithe Bank and the Group uses market obsegvabl
data as far as possible. Fair values are catedartedifferent levels in a fair value hierarchgsled on
the inputs used in the valuation techniques aevsi

Level 1: quoted prices (unadjusted) in active mirker identical assets or liabilities.

Level 2: inputs other than quoted prices includetdeavel 1 that are observable for the asset oilitigb
either directly (i.e. as prices) or indirectly (iderived from prices).

Level 3: inputs for the asset or liability that aret based on observable market data (unobservable
inputs).

If the inputs used to measure the fair value oasset or a liability might be categorised in dfer
levels of the fair value hierarchy, the fair valmeasurement is categorised in its entirety in Hraes
level of the fair value hierarchy as the loweselemput that is significant to the entire measuzam

The Bank and the Group recognizes transfers betlegefs of the fair value hierarchy at the endhef t
reporting period during which the change has oetlrr

Fair values have been determined for measuremenbragisclosure purposes based on the following
methods. In addition, when applicable, further infation about the assumptions made in determining
fair values is disclosed in the notes specifidiit Bisset or liability.
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AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

Significant accounting policies, continued

Financial assets and liabilities

When available, the Bank and the Group measuréthealue of a financial instrument using quoted
prices in an active market for that financial instent. A market is regarded as active if transastio

with the asset or liability take place with suféini frequency and volume to provide pricing infotioa
on an ongoing basis.

If a market for a financial instrument is not aetithe Bank and the Group establish fair valueguain
valuation technique. Valuation techniques’ assuomgtiare based on recent arm’s length transactions
between knowledgeable, willing parties (if avaigblreference to the current fair value of other
instruments that are substantially the same, digeducash flow analyses and option pricing models.
The chosen valuation technique makes maximum useaoket inputs, relies as little as possible on
estimates specific to the relevant financial instent, incorporates all factors that market paréiotg
would consider in setting the price, and is comsiswith accepted economic methodologies for pgicin
financial instruments.

Assets and long positions are measured at a hid;giabilities and short positions are measureahat
asking price. Where the Bank and the Group havitigas with offsetting risks, mid-market prices are
used to measure the offsetting risk positions abu @r asking price adjustment is applied onlyh®
net open position as appropriate. Fair values cefiee credit risk of the instrument and include
adjustments to take account of the credit risk.

Investment property and owner’s occupied buildings

The fair value of property is based on internabiaéibns performed by the Bank and the Group thegt ar
on a regular basis (once per year or when markadittons significantly change), corroborated with
external, independent valuations prepared by \aluatompanies, having appropriate professional
qualifications and recent experience in the locaaod category of property being valued. The fair
values are based on market values, being the ¢etimanount for which property could be sold on the
date of the valuation between willing buyer andlting seller in an arm’s length transaction afteoper
marketing where the parties had each acted knowddalg and willingly. In the year when property is
obtained, purchase price could be accepted agdtie.

In the absence of current prices in an active ntatke valuations are prepared by considering the
aggregate of the estimated cash flows expected tedeived from renting out the property. A yididitt
reflects the specific risks inherent in the nethcéigws then is applied to the net annual cash $loov
arrive at the property valuation.

Valuations reflect, when appropriate, the type exfants actually in occupation or responsible for
meeting lease commitments or likely to be in octiopaafter letting vacant accommodation, the
allocation of maintenance and insurance respoiigbilbetween the Group and the lessee, and
remaining economic life of the property. When reeviews or lease renewals are pending with
anticipated reversionary increases, it is assutmaidatl notices, and when appropriate counter-esfic
have been served validly and within the approptiate.

Intangible assets

The fair value of licenses acquired in a businesstination is based on the discounted estimatdd cas
flows from the business activity subject to thefise. The fair value of customer relationships medu

in a business combination is determined using th#i4meriod excess earning method, whereby the
subject asset is valued after deducting a fairmedm all other assets that are part of creatiegaited
flows.
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Significant accounting policies, continued

Cash and cash equivalents

Cash and cash equivalents include notes and coiharal, unrestricted balances held with centratdan
and highly liquid financial assets with original tmaties of less than three months, which are sule
insignificant risk of changes in their fair valuend are used by the Bank and the Group in the
management of their short-term commitments, lekmnbas due to credit institutions with a maturity o
less than 3 months.

Financial instruments

Classification

The Bank and the Group initially recognise a finahasset or a financial liability in its balandeest
when, and only when the Bank and the Group becanpesty to the contract.

All financial assets, except equity instruments dadvatives, are classified based on a combinatfon
the business model for managing the assets anddtraments’ contractual cash flow characteristics.
Equity instruments and derivatives are classifieth@asured at fair value at profit or loss.
Under IFRS 9, financial assets are classified tiéofollowing categories:

- Financial assets at amortized cost (AMC)

- Financial assets at fair value through other cotmgmsive income (FVOCI),

- Financial assets at fair value through profit @sl¢FVTPL).
A financial asset is measured at amortized castifets both of the following conditions and is
not designated as at FVTPL:

- the asset is held within a business model whosectig is to hold assets to collect contractual

cash flows; and

- the contractual terms of the financial asset gise on specified dates to cash flows that are
solely payments of principal and interest (SPPRlenprincipal amount outstanding.
A debt instrument is measured at FVOCI only if &ets both of the following conditions and is not
designated as at FVTPL:

- the asset is held within a business model whosectisg is achieved by both collecting
contractual cash flows and selling financial assets

- and the contractual terms of the financial asset gée on specified dates to cash flows that are

SPPI.

All other financial assets are mandatorily measatdeVTPL.

Business model assessment

The Bank and the Group made an assessment of jgwioe of the business model in which a financial
asset is held at a portfolio level because thid beffects the way the business is managed and
information is provided to management.

In general, the business model assessment of thg@nd the Bank can be summarized as follows:

- Loans and receivables have a “held to collect” iess model. The financial assets consist of
loans and balances with financial institutions. Tilenagement and reporting of performance
are based on collecting the contractual cash flows.

- The Bank and the Group has portfolios of bondsiwithe “held to collect” business model, the
“held to collect and sell” business models and éotlbusiness models.

- Financial assets that are held for trading andethiogt are managed and whose performance is
evaluated on a fair value basis are measured aPE\BEcause they are neither held to collect
contractual cash flows nor held both to collecttractual cash flows and to sell financial assets.
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Assessment whether contractual cash flows areyspétments of principal and interest

In assessing whether the contractual cash flowsaedy payments of principal and interest, thelBan
and the Group consider the contractual terms ofitbsgument. This includes assessing whether the
financial asset contains a contractual term thatdcohange the timing or amount of contractual cash
flows such that it would not meet this condition.rhaking the assessment, the Bank and the Group
consider:
- contingent events that would change the amountiamndg of cash flows;
- leverage features;
- prepayment and extension terms;
- terms that limit the Group's claim to cash flowanfr specified assets - e g. non-recourse asset
arrangements; and
- features that modify consideration for the timeueabf money - e.g. periodic reset of interest
rates.

The Bank and the Group classifies all financidbiliies as subsequently measured at amortiseq cost
except for financial liabilities at fair value thugh profit or loss. Such liabilities, including dextives
that are liabilities, are subsequently measurdditavalue.

Measurement

A financial asset or liability is initially measwteat its fair value and, except for a financialesass
liability at fair value through profit or loss, iles transaction costs that are directly attribletto the
acquisition or issue of the financial asset oriligh

The best evidence of the fair value of a finanicislrument at initial recognition is the transawctpwice,

i.e., the fair value of the consideration givenreceived, unless the fair value of that instrument
evidenced by comparison with other observable otimmearket transactions with the same instrument
(i.e., without modification or repackaging) or basm a valuation technique whose variables include
only data from observable markets. When transagtime provides the best evidence of fair value at
initial recognition, the financial instrument isitially measured at the transaction price and any
difference between this price and the value imjtiabtained from a valuation model is subsequently
recognised in the profit or loss on an appropisis over the life of the instrument but not lakem
when the valuation is supported wholly by obsergabarket data or the transaction is closed out.

Subsequent to initial recognition, financial assatser than financial assets and financial liaeiit
measured at amortised cost, are measured atdiverafues, without any deduction for transactioats
that may be incurred on sale or other disposal.

All debt securities measured at amortised coshid@ad receivables and financial liabilities at eirsed
cost are measured at amortised cost. Amortisedi€asticulated using the effective interest method.
Premiums and discounts, including initial transacitosts, are included in the carrying amount ef th
related instrument and amortised based on theteiedaterest rate of the instrument.

Loss allowance for expected credit losses on fimhm@ssets that are measured at amortised cost or a
fair value through other comprehensive incomegsgeised in accordance with note 3 (I).

Gains and losses on subsequent measurement

A gain or loss arising from a change in the failugaof a financial asset or liability is recognisasl
follows:

- again or loss on a financial asset classifiedt dairavalue through profit or loss is recognised
in profit or loss;

- again or loss on debt securities classified d&siavalue through other comprehensive income
is recognised in fair value reserve through otloenrehensive income (except for impairment
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losses and foreign exchange gains or losses ontargrassets) until the asset is derecognised, at
which time the cumulative gain or loss previouslgagnised in equity is recognised in profit or
loss. Interest in relation to debt securities défasbas at fair value through other comprehensive
income is recognised as earned in profit or lossi(rierest income) calculated using the effective
interest method.

- equity investments classified at fair value throogier comprehensive income are subsequently
measured at fair value. Dividends are recogniséacasne in profit or loss. Other net gains and
losses are recognised in other comprehensive inemchare never reclassified to profit or loss.

For financial assets and liabilities carried at gtised cost, a gain or loss is recognised in pmfibss
when the financial asset or liability is derecogdisncluding the instances where the terms change
substantially or impaired, and through the unwigdihinterest using the effective interest ratehudt

Regular way purchases and sales of financial aaset@ccounted for at settlement date.
Derecognition

A financial asset is derecognised when the contaheights to the cash flows from the financialedss
expire or when the Bank and the Group transfertanbally all of the risks and rewards of ownership
of the financial asset or when the Bank and theu@reither transfer, nor retain substantially isks
and rewards of ownership but does not retain cbofrthe financial asset. Any interest in transéerr
financial assets that qualifies for derecognitioat is created or retained by the Bank and the Giou
recognised as a separate asset or liability. Afirzd liability is derecognised when it is extingliéd.

On derecognition of a financial asset, the diffeeesbetween the carrying amount of the asset (or the
carrying amount allocated to the portion of theetigmnsferred), and the sum of (i) the considenati
received (including any new asset obtained lessamyliability assumed) and (ii) any cumulativergai

or loss that had been recognised in other compsdleimcome is recognised in profit or loss.

Derivative financial instruments

Derivative financial instruments include swapswards, futures, and options in interest rate, fprei
exchange, precious metals and stock markets, gncoambinations of these instruments. The Bank and
the Group classify all derivative financial instrents as financial instruments at fair value thropigtiit

and loss.

Derivatives are initially recognised at fair valuethe date on which a derivative contract is eaténto
and are subsequently remeasured at fair valuele&iVatives are carried as assets when their irev

is positive and as liabilities when their fair valis negative.

Derivatives may be embedded in another contraatwmahgement (a “host contract”). The Bank and the
Group account for an embedded derivative separftmty the host contract when the host contract is
not itself carried at fair value through profitloss, the terms of the embedded derivative wouldtme
the definition of a derivative if they were contaihin a separate contract, and the economic
characteristics and risks of the embedded deriwative not closely related to the economic
characteristics and risks of the host contract.

Offsetting

Financial assets and liabilities are offset andhtteamount reported when there is a legally epfte
right to set off the recognised amounts and them@niintention to settle on a net basis, or redtee
asset and settle the liability simultaneously.
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Leases

At inception of a contract, the Group and the Basgesses whether a contract is, or contains, & l&as
contract is, or contains, a lease if the contraateys the right to control the use of an identiféEsset

for a period of time in exchange for consideratiba.assess whether a contract conveys the right to
control the use of an identified asset, the Grauptae Bank uses the definition of a lease in IEBS

TheBank and the Group as lessee

At commencement or on modification of a contraet ttontains a lease component, the Group and the
Bank allocates the consideration in the contraetith lease component on the basis of its relstiarel-
alone prices.

The Group and the Bank recognise a right-of-uset@s®l a lease liability at the lease commencement
date. The right-of-use asset is initially measutedost, which comprises the initial amount of ldase
liability adjusted for any lease payments maderdiedore the commencement date, plus any initial
direct costs incurred and an estimate of costsstoahtle and remove the underlying asset or tomest
the underlying asset or the site on which it isited, less any lease incentives received.

The right-of-use asset is subsequently depreciatsthg the straight-line method from the
commencement date to the end of the lease termsathe lease transfers ownership of the underlying
asset to the Group and the Bank by the end oftmelterm or the cost of the right-of-use assketctef

that the Group and the Bank will exercise a pwsehaption. In that case the right-of-use assetheill
depreciated over the useful life of the underlyasget, which is determined on the same basis as tho
of property and equipment. In addition, the rightiee asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasemésof the lease liability.

The lease liability is initially measured at thegent value of the lease payments that are notp#ie
commencement date, discounted using the interestimgplicit in the lease or, if that rate cannot be
readily determined, the Group’s incremental borrmniate. Generally, the Group uses its incremental
borrowing rate as the discount rate.

The lease liability is measured at amortised cestguthe effective interest method. It is remeasure
when there is a change in future lease paymerggrirom a change in an index or rate, if thera is
change in the Group’s estimate of the amount erpeict be payable under a residual value guarantee,
if the Group changes its assessment of whetheilliewercise a purchase, extension or termination
option or if there is a revised in-substance filesgbe payment.

When the lease liability is remeasured in this waagprresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recordgqutdfit or loss if the carrying amount of the righftuse
asset has been reduced to zero.

The Group uses the practical expedient of low-vékms where any item generating cash outflows of
less than EUR 5 thousand during the lease termpsnsed as incurred with no right-of-use asset or
lease liability recognition.

COVID-19-related rent concessions

The Group and the Bank has applied COVID-19-Rel&edt Concessions — Amendment to IFRS 16.
The Group and the Bank applies the practical exgmédillowing it not to assess whether eligible rent
concessions that are a direct consequence of tARdEMO pandemic are lease modifications. The
Group and the Bank applies the practical expeaiensistently to contracts with similar charactersst
and in similar circumstances. For rent concessiofsases to which the Group and the Bank chooses
not to apply the practical expedient, or that doqualify for the practical expedient, the Groul &ne
Bank assesses whether there is a lease modification
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The bank and the Group as lessor

When the Group and the Bank acts as a lessortdatrdimes at lease inception whether each lease is a
finance lease or an operating lease.

To classify each lease, the Group and the Bank snakeoverall assessment of whether the lease
transfers substantially all of the risks and rewandidental to ownership of the underlying as$ehis
is the case, then the lease is a finance leaset,ithen it is an operating lease.

Property and equipment

Owned assets

Items of property and equipment are carried at st accumulated depreciation, less accumulated
impairment losses, except for land and buildingsctvlare carried at revalued amounts as described
below. Cost is the amount of cash or cash equitajgaid or the fair value of the consideration gite
acquire an asset at the time of its acquisitionarrstruction. The cost includes expenditures that a
directly attributable to the acquisition of theetss

Where an item of property and equipment comprisegor components having different useful lives,
they are accounted for as separate items of psopad equipment.

Revaluation

Land and buildings of the Bank and the Group atgest to revaluation on a regular basis. The
frequency of revaluation depends upon the movenietibe fair values of the land and buildings being
revalued. A revaluation increase on an item of land building is recognised in equity through other

comprehensive income except to the extent thavitnses a previous revaluation decrease recognised
in profit or loss, in which case it is recognisacgrofit or loss.

A reduction in the value on an item of land or 8imgs is recognised in profit or loss except todakent
that it reverses a previous revaluation increasegmrised in other comprehensive income, in whige ca
it is recognised in other comprehensive income.

Depreciation

Depreciation is charged to the statements of poofibss on a straight-line basis over the estithate
useful lives of the individual assets. Depreciatmmmences on the date when the asset becomes
available for use or, in respect of internally domsted assets, from the time an asset is compéatdd
ready for use. Land is not depreciated. Depreciatiethods, useful lives and residual values are
reviewed annually. The estimated useful lives artobows:

Buildings 50 years
Equipment 2.51t0 10 years
Furniture 8-10 years
Safe deposit boxes 20 years
Vehicles 8 years

Investment property

Investment property is property held either to eamtal income or for capital appreciation or fott
but not for sale in the ordinary course of busir@sservices or for administrative purposes. Inwesit
property is measured at fair value with any chahgesin recognised in profit or loss in other ofiata
income.
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)] Repossessed collateral

If the borrower fails to fulfil the contractual afphtions, the Bank may decide that the loan agreeme
will be terminated and that the right to collatgpddged as security, will be exercised. According
Latvian law, the Bank and the Group cannot assummed title of the asset pledge, but can initi&ie t
sale, proceeds of which will be used to repay otlypaepay the outstanding loan receivable. As the
Bank and the Group are assuming the de factatdittbe asset, and retain no contractual obligaton
the original borrower, the Bank and the Group dfgs$ise asset as other assets. As well, when toaisr
and Bank acquires (i.e. gains a full title to) aset in this way, the asset’s classification fofaive
nature of its intended use by the Group and thekBafhen the Group or the Bank is uncertain of its
intentions with respect to land and buildings tihdias repossessed, those properties are clasadied
other assets. The repossessed collaterals aalynigcognised at take-over value which set ta be

notional cost.

Subsequently, management determines a recoverablgnd which usually is fair value less cost to sell
as at period end using market data.

(k) Intangible assets
Intangible assets, which are acquired by the Bantkthe Group, are stated at cost less accumulated
amortisation and impairment losses. Acquired coersftware licenses are capitalised on the bésis o
the costs incurred to acquire and bring to usesfrexific software. Amortisation is charged to the
statements of profit or loss on a straight-lineidaser the estimated useful lives of intangibleeds.
The estimated useful lives are 6-10 years.

() Measurement of expected credit losses on finaiat assets

The Group and the Bank uses the three-stage exibe@dit loss impairment model according IFRS 9

for loans and receivables due from customers ard fthm banks, financial guarantees and loan
commitments, and bonds measured at amortised cfat value through other comprehensive income.

The impairment charge for expected credit lossgeemgds on whether the credit risk has increased
significantly since initial recognition.

Under IFRS 9, loss allowances are measured orr @thibe following bases:
- 12-month ECLs: these are ECLs that result fromiptesslefault events within the 12 months
after the reporting date; and
- lifetime ECLs: these are ECLs that result frompalssible default events over the expected life
of a financial instrument.

The Group and the Bank has established a polipgtiorm an assessment at the end of each reporting
period of the whether credit risk has increasediggntly since initial recognition by consideritige
change in the risk of default occurring over themaeing life of the financial instrument.
The Bank and the Group classifies loans, finangigrantees and commitments, bonds measured at
amortised cost or fair value through other compnehe income into Stage 1, Stage 2 and Stage 3,
based on the applied impairment methodology, asritbes! below:
Stage 1 — Performing loans: when loans are figigeized, the Bank and the Group recognizes
an allowance based on twelve months expected dosdits.
Stage 2 — Loans with significant increase in craglit when a loan shows a significant increase
in credit risk since initial recognition, the Baakd the Group records an allowance for the
lifetime expected credit loss.
Stage 3 — Impaired loans: Financial assets arggneged in Stage 3 when there is objective
evidence that the loan is impaired. The Bank ardGhoup recognizes the lifetime expected
credit losses for these loans.
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The Bank and the Group record impairment for FV@&t securities depending on whether they are
classified as Stage 1, 2, or 3, as explained alttowever, the expected credit losses do not rethece
carrying amount of these financial assets in th&estents of financial position, which remain at fai
value. Instead, an amount equal to the allowaratentbuld arise if the asset were measured at aradrti
cost is recognized in OCI as an accumulated immaitramount, with a corresponding charge to profit
or loss.

Significant increase in credit risk

The classification of balances between stage Ktk 2 for the purpose of calculating expecteditcre
losses depends on whether the credit risk hasasecesignificantly since initial recognition. TheoGp

and the Bank considers reasonable and supportafoleniation that is relevant and available without
undue cost or effort. This includes both quantiatnd qualitative information and analysis, based
the Group’s and the Bank’s historical experience expert credit assessment and including forward-
looking information. The assessment of whether itnésk has increased significantly since initial
recognition for loans and receivables due fromamsts is performed on collective basis by considgeri
overdue period and credit risk grade migration:

- Stage 1 includes loans with below 31 overdue dagid@ans not defined by Stage 2 or Stage 3;
- Stage 2 includes loans with above 30 overdue dihy®low 91 overdue days and loans with
rating that has been lowered from A or B to C, ashs with credit rating of E and D;
- Stage 3 includes loans with above 90 overdue dagsadditionally loans according to other
qualitative indicators
For significant loans the Group and the Bank deit@emthe expected credit losses individually.
For bonds measured at amortized cost or fair vldteigh other comprehensive income and Deposits
and balances due from banks assessment of inéneargelit risk is performed by considering compesit
credit rating. Decrease in credit rating by mom@ntB notches since the settlement date is consgidsre
a significant increase in credit risk and bondamsferred from stage 1 to stage 2. Bond is tramsfe
from stage 2 to stage 3 when it becomes creditimr@gpal.ow credit risk exemption is not used by the
Group and the Bank.

Credit risk grades

The Bank allocate each exposure to a credit riaklggbased on a variety of data that is determimed t
be predictive of the risk of default and applyingperienced credit judgement. The Bank uses these

grades in identifying significant increases in dregk under IFRS 9. Credit risk grades are define
using qualitative and quantitative factors that iadicative of the risk of default. These factoesrw
depending on the nature of the exposure and theedi/porrower.

Exposures of loans due from customers are allodatadccredit risk grade on initial recognition baise
on available information about the borrower. Expesus subject to ongoing monitoring, which result
in an exposure being moved to a different credk grade. A, B, C, D and E are bank assigned rating
classes based on internal rating approach, whesehfe lowest credit risk and E — highest credik ri
Rating classes are assigned according to the fioliprating scoresAe(8;10], Be(6;8], Ce(3;6], De(1;3],
E€[0;1].

For bonds measured at amortized cost or fair vedusugh other comprehensive income composite
credit rating is calculated in accordance with Ragon No 575/2013 of the European Parliament and
of the Council using data provided by rating agesci
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Measurement of ECLs

The key inputs into the measurement of ECLs for@Gneup and the Bank are term structures of the
following variables:

- Probability of default (PD);

- loss given default (LGD); and

- exposure at default (EAD).
ECL for exposures in Stage 1 is calculated by plyitig the 12-month PD by LGD and EAD. Lifetime
ECL is calculated by multiplying the lifetime PD h@&D and EAD.
These parameters are derived from historical dadairsternally approved statistical models. They are
adjusted to reflect forward-looking information.
PD estimates are estimates at a certain date, whicdilculated based on statistical rating modett a
assessed using rating tools tailored to the vart@iegories of counterparties and exposures. These
statistical models are based on internally compilath comprising both quantitative and qualitative
factors. Credit risk grades and overdue periodspareary inputs into the determination of the term
structure of PD for exposures. The Group and thekBamploy statistical models to analyse the data
collected and generate estimates of the remaiifetgrie PD of exposures.
The definition of default used in the measuremdnéxpected credit losses and the assessment to
determine movements between stages is consistdnthei definition of default used for internal dted
risk management purposes and is aligned with CRBnce, exposures which are considered to be in
default for regulatory purposes will always be ¢des=d stage 3 under IFRS 9.
LGD is the magnitude of the likely loss if thereaiglefault. The Group and the Bank estimates LGD
parameters based on the history of recovery rdtekions against defaulted counterparties. The LGD
models consider the structure, collateral, senia@fthe claim, counterparty industry and recovery
costs of any collateral that is integral to theafinial asset. They are calculated on a discourasld c
flow basis using the effective interest rate asdiseounting factor.
EAD represents the expected exposure in the efentiefault.
The Group and the Bank incorporates forward-lookirigrmation into the measurement of ECL. For
most exposures, key macro- economic indicatorsidlectGDP growth and unemployment.

Modification

When financial asset is modified, the Group andBaek assesses whether the modification results in
derecognition. This depends on whether the chatoge contractual cash flows are significant dr no

If changes are significant, the modification is @aated for as derecognition of the original aseet a
recognition of a new asset. If the changes aresigmiificant, the modification is accounted for as a
modification of the original loan.

Presentation of allowance for ECL in the staten@riinancial position

Loss allowances for ECL are presented in the senéof financial position as follows:
- financial assets measured at amortised cost: aslaction from the gross carrying amount of
the assets;
- loan commitments and financial guarantee contrgetserally, as a provision;
- debt instruments measured at FVOCI: no loss allowas recognised in the statement of
financial position because the carrying amounhetée assets is their fair value. However, the
loss allowance is disclosed and is recogniseddridin value reserve.
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Write off

The gross carrying amount of a financial assetrittem off when the Group and the Bank has no
reasonable expectations of recovering a finanssgan its entirety or a portion thereof. For wndiual
customers, the Group and the Bank has a policyriaing off the gross carrying amount when the
financial asset is past due, and no recoveriesespected for the asset. The Group and the Bank
individually makes an assessment with respectddithing and amount of writeff based on whether
there is a reasonable expectation of recovery Grioeip and the Bank expects no significant recovery
from the amount written off. However, financial essthat are written off could still be subject to
enforcement activities in order to comply with BBeoup’s and the Bank’s procedures for recovery of
amounts due.

Impairment of non-financial assets

The carrying amounts of the Bank’s and the Groapisfinancial assets, other than investment prgpert
and deferred tax assets, are reviewed at eachtirepdate to determine whether there is any indioat

of impairment. If any such indication exists thém tasset’s recoverable amount is estimated. The
recoverable amount of goodwill is estimated at eaplorting date.

An impairment loss is recognised if the carryingoamt of an asset or its cash-generating unit exceed
its recoverable amount. A cash-generating unitdssmallest identifiable asset group that genecaiss
flows that largely are independent from other asaed groups. Impairment losses are recognised in
profit or loss. Impairment losses recognised irpees of cash-generating units are allocated fost t
reduce the carrying amount of any goodwill allodatiethe units and then to reduce the carrying atou
of the other assets in the unit (group of unitslagoro rata basis. The cash-generating units for no
financial assets impairment testing are paymernmt basiness and non-banking activities on individual
subsidiaries level.

The recoverable amount of an asset or cash-gemgatit is the greater of its value in use andaits
value less costs to sell. In assessing value inthseestimated future cash flows are discountetdip
present value using a pre-tax discount rate tligtcte current market assessments of the time walue
money and the risks specific to the asset.

An impairment loss in respect of goodwill is noteesed. In respect of other assets, impairmeneoss
recognised in prior periods are assessed at eachtirey date for any indications that the loss has
decreased or no longer exists. An impairment lossversed if there has been a change in the ésima
used to determine the recoverable amount. An immait loss is reversed only to the extent that the
asset’s carrying amount does not exceed the cgrafimount that would have been determined, net of
depreciation or amortisation, if no impairment lbssl been recognised.

Provisions

A provision is recognised when the Bank and theu@rbave a legal or constructive obligation as a
result of a past event, and it is probable thabatflow of economic benefits, which can be estirdate
reliably, will be required to settle the obligatidhthe effect is material, provisions are detered by
discounting the expected future cash flows at agxeate that reflects current market assessnaénts
the time value of money and, where appropriaterigks specific to the liability.

Loss allowance for expected credit losses in aecoare with IFRS 9 on loan commitments and guarantee
contracts is recognised as provisions. For metlogyodf calculation refer to note 3(l).
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Significant accounting policies, continued

Credit related commitments

In the normal course of business, the Bank andQtaup enter into credit related commitments,
comprising undrawn loan commitments, letters oflitrand guarantees.

Financial guarantees are contracts that requir@#mk and the Group to make specified payments to
reimburse the holder for a loss it incurs becauspegified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

A financial guarantee liability is recognised ialty at fair value net of associated transactiost&cand
is measured subsequently at the higher of the amoitially recognised less cumulative amortisation
or the amount of provision for losses under the gnize.

Taxation
Current tax

Current tax for the reporting year is the expettedpayable on the taxable income for the yeangusi
tax rates enacted or substantially enacted atethperting date, and any adjustment to tax payable in
respect of previous years.

As of 1 January 2018, according Law on Enterpme®iine Tax of the Republic of Latvia, the tax rate
20% is deferred to when the profit is distributed aalculated as 0.2/0.8 from net distributed diwid,
the taxation period is one month.
The taxable base includes:
- distributed profit (dividends calculated, paymerdgguivalent to dividends, conditional
dividends) and
- conditionally distributed profit (non-operating exses, doubtful debts, increased interest
payments, loans to related parties, decrease ofia®r exceeded expenses which are incurred
by entering transactions at prices other than tboghhe market that should be calculated using
the methodology determined by the Cabinet of Manstbenefits bestowed by the non-resident
upon its staff or board (council members) regasdtdsvhether the receiving party is a resident
or a non-resident, if they relate to the operatifna permanent establishment in Latvia,
liquidation quota).
The use of tax losses carried forward from previpeisods is limited: it is possible to use thesesés
to decrease the amount of tax calculated on didslémthe reporting period by not more than 50%. It
is possible to carry forward unused tax lossesusedhem in the previously described manner oy un
2022.

Deferred tax for Group companies locatauLatvia

In accordance with the Annual Reports and ConstgilAnnual Reports Law of the Republic of Latvia,
companies are permitted to recognise deferreduapasted by justified reasons. In such cases, aefer
tax should be recognised, assessed and disclotieelfinancial statements in line with the Interoéal
Financial Reporting Standards (IFRS) as adoptetthéyEU. Under IAS 12ncome taxesdeferred tax
assets and liabilities should be recognised byyamph rate expected to be applied to retainedrgsn
According to the new Law on Enterprise Income Tathie Republic of Latvia adopted on 28 July 2017,
and effective as of 1 January 2018, the 20% ratalisapplied to distributed profits, while the G%te
applied to retained earnings. Therefore, defem@dssets and liabilities are recognisable as nil.

Deferred tax for other Group companies

Deferred tax is provided for temporary differenbesveen the carrying amounts of assets and liaisilit
for financial reporting purposes and the amounedulr taxation purposes. Deferred tax is not
recognised for the following temporary differencéise initial recognition of goodwill, the initial
recognition of assets or liabilities in a transactthat is not a business combination and thattsffe
neither accounting nor taxable profit or loss, difterences relating to investments in subsidiatées
the extent that they probably will not reverseha foreseeable future.
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Significant accounting policies, continued

Deferred tax is measured at the tax rates thaéxgpected to be applied to the temporary differences
when they reverse, based on the laws that havedrested or substantively enacted by the reporting
date.

A deferred tax asset is recognised only to thengéxkat it is probable that future taxable profiif be
available against which the asset can be utiliBeferred tax assets are reviewed at each repatétey
and are reduced to the extent that it is no lopganable that the related tax benefit will be 1ezdi.

Income and expense recognition

Interest income and expense

Interest income and expense are recognised int mofoss using the effective interest method. The
effective interest rate is the rate that exactcdunts the estimated future cash payments anigptece
through the expected life of the financial assdiatility. When calculating the effective interaste,
the Bank and the Group estimate future cash flowvssidering all contractual terms of the financial
instruments, but not future credit losses.

Fees and commission income and expenses thategeahpart to the effective interest rate on fiah
assets and liabilities are included in the measergmof the effective interest rate.

Fee and commission income and expense

Fee and commission income, including mainly accsenticing fees, investment management fees and
credit card servicing fees, are recognised asdalaged services are provided. When a loan commitmen
is not expected to result in the draw-down of a]dhe related loan commitment fees are recogrised

a straight-line basis over the commitment period.

Other fee and commission expenses relate mairthatsaction and service fees, which are expressed
as the services are received.

Net gain/loss on financial assets at fair vag through profit or loss

Net gain/loss on financial instrument at fair vatheough profit or loss comprises gains less losses
related to trading assets and liabilities and @ginres held for risk management purposes, anddeslu
realised and unrealised fair value changes anigfoexchange differences.

Dividends

The Bank and the Group receive dividends from thetg instruments that are recorded to income when
the right to receive payment is established. Pregadsszidends are recognised in the financial statém
only when approved by shareholders.

Employee benefits

Short term employee benefits, including salariabsotial security contributions, bonuses and vanati
benefits are included in general administrativeesmges. The Bank and The Group pay fixed security
contributions to the State Social Fund on behalit®femployees during the employment period in
accordance with local legal requirements.

Non-current assets held for sale

Non-current assets that are expected to be reabyeimarily through sale or distribution rather tha
through continuing use are classified as helddte.dmmediately before classification as heldsale,

the assets are remeasured in accordance with Grang’' Bank’s accounting policies. Thereafter the
assets are measured at the lower of their cargingunt and fair value less cost to sell. Impairment
losses on initial classification as non-currentetsseld for sale and subsequent gains and losses 0
remeasurement are recognised in profit or lossn€aie not recognised in excess of any cumulative
impairment loss.

Once classified as held for sale, assets are mefatepreciated.
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Significant accounting policies, continued

Changes in accounting policies

Except for the changes below, the Group and thé& Bame consistently applied the accounting policies
set out in Note 3 to all periods presented in tlsegmrate and consolidated financial statements.

The Group and the Bank have adopted the followieg standards and amendments to standards,
including any consequential amendments to otherdatas, with a date of initial application of 1
January 2020.

Definition of a Business (Amendments to IFRS 3)

The Group applies Definition of a Business (Amenditsdo IFRS 3) to business combinations whose
acquisition dates are on or after 1 January 2028s8®ssing whether it had acquired a business or a
group of assets. The details of accounting poliaresset out in note 5 (viii).

COVID-19-Related Rent Concessions — AmendmeniS I

The Group has early adopted COVID-19-Related Rent€ssions — Amendment to IFRS 16 issued on
28 May 2020. The amendment introduces an optiomaitical expedient for leases in which the Group
and the Bank is a lessee — i.e. for leases to whielGGroup applies the practical expedient, theu@ro
and the Bank is not required to assess whethableligent concessions that are a direct consequafnce
the COVID-19 coronavirus pandemic are lease maifins. The Group has applied the amendment
retrospectively. The amendment has no impact @ined earnings at 1 January 2020.

The Group and the Bank negotiated rent conces$mrthie office premises leases as a result of the
severe impact of the COVID-19 pandemic during thary The amount recognised in profit or loss for
the reporting period to reflect changes in leagsn@ants arising from rent concessions to which thekB
has applied the practical expedient for COVID-1Bed rent concessions is 13 thousand EUR, the
Group 19 thousand EUR.

Except for Definition of a Business — AmendmentdRS 3 and COVID-19-Related Rent Concessions
— Amendment to IFRS 16, the Group and the Banknbasansactions that are affected by the newly
effective standards or its accounting policiesadready consistent with the new requirements.

Risk management

Risk management of the Group and the Bank is &giiat part of management process. The Group and
the Bank has developed a Risk profile which analgdkrisks and risk drivers to which the Group and
the Bank is exposed, and which is consistent with Group’s and the Bank’s business model. In
accordance with Risk profile for the Group andBa@k, the most important risks for the Group ara th
Bank are credit risk, liquidity risk, market riskmjoney laundering and terrorism and proliferation
financing risks, sanctions risk, operational risk.

This note presents information about the Bank’s thiedGroup’s exposure to each of the above risks,
the Group’s and the Bank’s objectives, policies pratesses for measuring and managing risk.

Risk management policies and procedures

The Bank’s and the Group’s risk management poliaies to identify, analyse and manage the risks
faced by the Bank and the Group, to set approptigkdimits and controls, and to continuously moni
risk levels and adherence to limits. Risk managepelicies and procedures are reviewed regularly to
reflect changes in market conditions, productsserdices offered and emerging best practice.

The Council of the Bank has overall responsibiidythe oversight of the risk management framework
for the Bank and the Group, overseeing the manageofi&ey risks and reviewing its risk management
policies as well as approving material exposures.
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The Board of Directors of the Bank is responsilde dstablishing its risk management procedures,
monitoring and implementation of risk mitigation aseres and making sure that the Bank and the Group
operate within the established risk parameters.

Chief risk officer of the Bank is responsible fdnet overall risk management, ensuring the
implementation of common principles and methodsdentifying, measuring, managing and reporting
both financial and non-financial risks. Chief risfticer reports directly to the Council of the Bank

Risk Management Department monitors financial amaHinancial risks by holding regular meetings
with operational units in order to obtain expedgments in their areas of expertise.

Credit risk is managed and controlled by Credit @uotiee; interest rate and liquidity risks by Asaet
Liability Committee, Money Laundering and Terrorismd Proliferation Financing and sanctions risks
levels are managed and controlled by Compliancerfittee.

Credit risk

Credit risk is the risk of financial loss occurriag a result of default by a borrower or counteypan
their obligation to the Bank and the Group. The lBBand the Group have developed policies and
procedures to manage and control credit risk. Theu@s and the Bank’s credit policy, credit risk
strategy and Risk management policy is reviewedagmioved by the Council of the Bank.

The Credit Committee reviews all loan applicatia s the basis of submissions by the Lending
Department and the Risk Management Department. ieelit Valuation Committee reviews and
evaluates the quality of existed loans on the batisubmissions and accounts by the Lending
Department and the Risk Management Department.

The Credit Valuation Committee reviews and evaludle quality of existed loans on the basis of
submissions and accounts by the Lending Departarehthe Risk Management Department.

The Group and the Bank regularly review credit seclrities portfolios in order to assess the atrect
quality and concentration of the portfolio, as wasl to monitor market trends and control credk ris
levels.

The Bank’s and the Group’s acceptable levels ditresk are described in the Strategic Development
Plan and in the Credit Risk Management Strategye Risk Management Department monitors
acceptable levels of credit risk on a regular bddantification, monitoring, and management of the
concentration risk in the Group and the Bank igiedrout on the basis of internal policies and
procedures. In order to control and minimize thecemtration risk, there are limits on the concdiuna

of credit risk by industry, collateral type, andgeaphy established. Concentration risk limitssatin

the Bank's Strategic plan and are controlled oagalar basis. In addition, the Bank conducts stress
testing of the loan portfolio by the type of indysand collateral in order to simulate potentiaddes
associated with concentration risk.

For additional information see note 3 ().

The Bank’s and the Group’s maximum exposure toitrett is set out below. The impact of possible
offsetting of assets and liabilities to reduce pbé credit exposure is not significant.
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4  Risk management, continued

Maximum credit risk exposur

31 December

EUR’000

Cash and balances with the Bank of Le
Deposits and balances due from b, gros:
Loans and receivables due from customers,
Financial assets at fair value through profit @s
Financial assets at fair value through other
comprehensive incor

Debt securities at amortised cost, g

Total financial assets

Loan commitmen

Financial guarante

Other commitmen

Total guarantees and commitments

Total maximum credit risk exposure

AS “Rietumu Banka”

Group Consolidated and Bank Separate Financial Statants

for the year ended 31 December 2020

Gross maximum credit exposure

Notes  Group Bank Group Bank
2020 2020 2019 2019
16 261,362 261,34C 503,08¢ 503,07.
17 77,24C 76,81¢ 81,50: 80,91¢
19.2 573,234 61¢,031 599,78 668,72:
18 627 627 444 444
20 344,36¢€ 344,36€ 290,49( 290,49(
19.1 65,399 65,39¢ 61,19¢ 61,19¢
1,322,228 1,367,581 1,536,505 1,604,845
35 34,170 45,351 36,385 45,39¢
35 6,619 6,61¢ 13,833 13,83
35 143 143 107 107

40,932 52,113 50,325 59,338

1,363,160 1,419,694 1,586,830 1,664,183

The following table sets out information about ttredit quality of loans and receivables due from
customers, financial assets measured at amortgstchnd debt investments at fair value throughrothe
comprehensive income. Explanation of the termsy&tH, ‘Stage 2’ and ‘Stage 3’ and expected credit

losses included in note 3 (1).

COVID-19

In response to the COVID-19 coronavirus pandemicing the year the Bank has granted six months
principal payment grace to performing private coscs and legal entities during 2020 within the
moratorium initiated by FCMC and EBA (EBA / GL /2002 "Guidelines on legislative and non-
legislative moratoriums on loan payments appliedhia light of the COVID-19 crisis"). As at 31
December 2020 preferential schedules are endeadl floans.
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4  Risk management, continued
Loans and receivables due from customers
31 December 2020

The Group

EUR’000 Expected credit losses
Gross amount and provisions Carrying amount

Stage 1 Stage?2 Stage3 Stagel Stage?2 Stage3 Stagel Stage?2  Stage 3

Past due period

Not past due and 359,234 57,137 92,776  (1,904) (819)  (6,674) 357,330 56,318 86,102
past due <= 30

day:

Past due > 30 days - 456 433 - (107) (53) - 349 380
<= 90 day

Pastdue > 90 day - - 63,198 - (3,591) - 59,607

Total 359,234 57,593 156,407 (1,904) (926) (10,318) 357,330 56,667 146,089

Commitments and
Guarantees 71,907 78 31,411 (291) - - 71,716 78 31,411

The Bank

EUR’000 Expected credit losse
Gross amount and provisions Carrying amount
Stagel Stage?2 Stage3 Stagel Stage2 Stage3 Stagel Stage?2 Stage 3

Past due period

Not past due and
past due <= 30

days 377,517 73,121 103,369  (1,475)  (1,345) (6,352) 376,042 71,776 97,017
Past due > 30 days

<= 90 day - 139 - - 4) - - 135 -
Past due > 90 da - - 64,885 - - (3,509) - - 61,376
Total 377,517 73,260 168,254  (1,475)  (1,349) (9,861) 376,042 71,911 158,393

Commitments and
Guarantees 126,185 72 32,406 (225) - - 125,960 72 32,406
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31 December 2019

The Group
EUR’000 Expected credit loss

Gross amount and provisions

Carrying amount

Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Past due period
Not past due 407,094 6,327 50,235 (2,016)  (130) (5,455) 405,078 6,197 44,780
and
past due <= 30
day:
Past due > 30 - 975 33,598 - (144) (428) - 831 33,170
days <= 90
day:
Past due > 90 - - 101,553 - - (6,318) - - 95,235
day:
Total 407,094 7,302 185,386 (2,016) (274) (12,201) 405,078 7,028 173,185
Commitments
and Guarantees 108,606 19 1,051 (105) - - 108,501 19 1,051

The Bank

EUR’000 Expected credit losse

Gross amount and provisions

Carrying amount

Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Past due period
Not past due
and past due
<= 30 day 440,671 8,125 86,076 (1,634) (166) (23,135) 439,037 7,959 62,941
Past due > 30
days <= 90
day: - 550 33,453 - (11) (395) - 539 33,058
Past due > 90
day: - - 99,846 - - (4,857) - - 94,989
Total 440,671 8,675 219,375 (1,634) (177) (28,387) 439,037 8,498 190,988
Commitments
and Guarantees 146,972 1,638 3,272 (122) (32) - 146,850 1,606 3,272
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4  Risk management, continued
Debt securities at amortised cost

31 December 2020
The Group and the Bank
EUR’000

Composite credit rating

BB+ to B-
CCC+

Total

31 December 2019
The Group and the Bank
EUR’000

Composite credit rating
BB+ to B-
Total

Gross amount Expected credit losses Carrying amount

Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

60,031 1,045 - (583) (33) - 59,448 1,011 -

- 4,323 - - (491) - - 3,832 -

60,031 5,368 - (583) (524) - 59,448 4,843 -
Gross amount Expected credit loss Carrying amount

Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

60,028 976 195 (617)  (38) (8) 59,411 938 187

60,028 976 195 (617)  (38) (8) 59,411 938 187
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4  Risk management, continued

Financial assets at fair value though other comprednsive income

31 December 2020
The Group and the Bank
EUR’000
Gross amount Expected credit losses Carrying amount
Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

Composite credit rating

AAA to B- 336,994 7,815 - (457)  (409) - 336,537 7,406 -
CCC+ to CC(- 277 - 600 (37) - (446) 240 - 154
Not ratec - - 29 - - - - - 29
Total 337,271 7,815 629  (494)  (409) (446) 336,777 7,406 183

31 December 2019
The Group and the Bank

EUR’000
Gross amount Expected credit losses Carrying amount
Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

Composite credit rating

AAA to B- 286436 4354 - (451) (218) - 285985 4136 -
CCC+ to CC(- 308 56 - (37) (19) - 271 37 -
Not rate« - - 61 - - - - - 61
Total 286 744 4410 61  (488) (237) - 286256 4173 61
Market risk

Market risk is the risk that movements in marketgs, including foreign exchange rates, interdsista
credit spreads and equity prices will affect thenlBa and the Group’s income or the value of its
portfolios. Market risks comprise currency riskeirest rate risk and other price risk. Market gskes
from open positions in interest rate, currency aqdity financial instruments, which are exposed to
general and specific market movements and changés ilevel of volatility of market prices.

The objective of market risk management is to managd control market risk exposures within
acceptable parameters, whilst optimising the returnisk.

Overall authority for market risk is vested in theset and Liability Committee (ALCO), chaired byth
Chairman of the Board of Directors. Market risk itin are approved by ALCO based on
recommendations of the Risk Management Department.

The Bank and the Group manage their market riskeltyng open position limits in relation to finaalci
instruments, interest rate maturity and currencgitmms and stop-loss limits, which are monitoredo
regular basis by the Risk Management Department.

In addition, the Bank and the Group use a wide easfgstress tests to model the financial impaa of
variety of exceptional market scenarios on indiaidwading portfolios and the Bank and the Group’s
overall position. Stress tests provide an indicati the potential size of losses that could aiise
extreme conditions. In order to identify the markek of financial assets at fair value througheoth
comprehensive income and financial assets at &irevthrough profit or loss, the Bank and the Group
uses the following parameters:

- Changes in the SWAP and money market yield curasgth on ECB scenario) to measure the
impact from interest rate risk;
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Risk management, continued

- Changes in credit spreads by the type of borrowasdd on ECB scenario) to measure the
impact from credit risk;
- Market price depreciation to measure the impachfeguity risk.

Moreover, Bank measures value at risk (VaR) andevalt interest rate risk (ValRR) to control the
potential losses arising from financial assetsaat ¥alue through other comprehensive income and

financial assets at fair value through profit ado
The VaR shows the potential loss amount for 1-dwetlyX0-day periods with 99% confidence level.

The Group 2020 2019
‘000 EUR VaR 1d 99% VaR 10d 99% VaR 1d 99% VaR 10d 99%

Financial assets at fair value
through other comprehensive

income (495) (4,108 (351, (1,108
Financial assets at fair value

through profit or loss - - 9 (29)
The Bank 2020 2019

'000 EUR VaR 1d 99% VaR 10d 99% VaR 1d 99%  VaR 10d 99%

Financial assets at fair value
through other comprehensive

income (495) (4,208 (351, (1,108
Financial assets at fair value
through profit or loss - - 9 (29)

Interest rate risk

Interest rate risk is a possible unfavourable imhpadhe profit and the economic value of the Bané

the Group due to fluctuations of interest rates.

The Bank and the Group are exposed to the effédisiauations in the prevailing levels of market
interest rates on its financial position and cdsWd. Interest margins may increase as a resuduci
changes but may also reduce or create lossesxpaoted movements arise.

The Bank and the Group have developed changestintirest rate risk valuation and management
system as well as in policies and procedures taag@mterest rate risk in line with the EBA Guidek
(EBA/GL/2018/02) on interest rate risk managemennfnon-trading book activities.

The main objective of the policy is to determinel aake a set of measures to minimise the possible
unfavourable impact of the interest rate fluctuadi@n earnings and economic value of the Bank and
the Group.

The Bank and the Group uses the following quantgaisk assessment methods for interest rate risk

assessment:
- GAP analysis (the volume of mismatches in diffetane bands);
- modified duration (change of economic value acewdio a scenario of interest rate

fluctuations);
- stress testing (impact on earnings of the Bankth@droup according to a scenario of interest

rate fluctuations and change of economic value rdoog to a scenario of interest rate
fluctuations).
For further analysis of interest repricing refeNote 42 Interest rate risk analysis.

An analysis of sensitivity of the net income foe tyear to changes of market interest rate impadttiag
interest income on variable interest rate finanicisirument and the fair value of fixed interesera
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Risk management, continued
financial instruments measured at fair value based scenario of a 100-basis point (bp) symmetrical
fall or rise in all yield curves, all other variaslremaining constant, is as follows:

Group 2020 2019
'000 EUR Other Other
Profit for the comprehensive  Profit for the  comprehensive
period income period income
100bp parallel increase 2,06( - 6,55¢ -
100bp parallel decrease (2,060) - (6,559 -
Bank 2020 2019
'000 EUR Other Other
Profit for the comprehensive  Profit forthe ~ comprehensive
period income period income
100bp parallel increase 2,638 - 6,398 -
100bp parallel decrease (2,638) - (6,398) -

Currency risk

The Bank and the Group have assets and liabitite®minated in several foreign currencies. Foreign
currency risk arises when the actual or forecaassets in a foreign currency are either greatéssr
than the liabilities in that currency. For furtheformation on the Bank’s and the Group’s expogare
currency risk at year-end refer to Note 41 Curresneglysis.

An analysis of sensitivity of the Bank’s and theo@v's net income and other comprehensive income
for the year to changes in the foreign currencyharge rates based on positions existing as at
31 December 2020 and 2019 and a scenario of a &#gehn USD to EUR exchange rates, while the

other variable remain constant, is as follows:

Group 2020 2019

'000 EUR Other Other
Profit for  comprehensive Profit forthe = comprehensive
the period income period income

5% appreciation of USD against EUR (1,385) - (300 -

5% depreciation of USD against EUR 1,385 - 30C -

Bank 2020 2019

'000 EUR Other Other
Profit for  comprehensive Profit for the  comprehensive
the period income period income

5% appreciation of USD against EUR (372 - (41) -

5% depreciation of USD against EUR 372 - 41 -
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Risk management, continued

Price risk

Price risk is the risk that the value of a finahgiatrument will fluctuate as a result of changesarket
prices, whether those changes are caused by fapersfic to the individual instrument or factors
affecting all instruments traded in the marketc@®risk arises when the Bank and the Group takea |
or short position in a financial instrument.

An analysis of sensitivity of the Bank’s and the@u’s price risk is included in the VaR model déssxa

in note 4 (c).

Liquidity risk

Liquidity risk is the risk that the Bank and theo@p will encounter difficulty in raising funds toamt

its commitments. Liquidity risk exists when the oréttes of assets and liabilities do not match. The
matching and/or controlled mismatching of the mt&s and interest rates of assets and liabilises
fundamental to the management of financial insting, including the Bank and the Group. It is uralisu
for financial institutions ever to be completelytotaed since business transacted is often of anrtairce

term and of different types. An unmatched posifpmtentially enhances profitability, but can also
increase the risk of losses.

The Bank and the Group maintain liquidity managetmeth the objective of ensuring that funds will
be available at all times to honour all cash fldvigations as they become due. The Bank’s and the
Group'’s liquidity policies are reviewed and appradvwy the Council of the Bank.

The Bank and the Group seek to actively supportersified and stable funding base comprising long-
term and short-term loans from other banks, corparate and retail customer deposits, accompanied
by diversified portfolios of highly liquid asseis, order to be able to respond quickly and smoatily
unforeseen liquidity requirements.

The liquidity management policies of the Bank ame Group require:

- projecting cash flows by major currencies and ateréng the level of liquid assets necessary in
relation thereto;

- maintaining a diverse range of funding sources;

- managing the concentration and profile of debts;

- maintaining debt financing plans;

- maintaining a portfolio of highly marketable assbts can easily be traded as protection against
any interruption to cash flow;

- maintaining liquidity and funding contingency plans

- monitoring balance sheet liquidity ratios agaimgfulatory requirements.
The daily liquidity position is monitored under ariety of scenarios covering both normal and more
severe market conditions is performed by the Tmyaand Financial Markets Department. The Risk
Management Department provide a regular liquiditgss testinginder a variety of scenarios covering
both normal and more severe market conditions. tndemal market conditions, liquidity reports
covering the liquidity position of the Bank and eoup are presented to senior management onya dail
basis. Decisions on the Bank’s and the Group’siditpu management are made by the Asset and
Liability Management Committee and implementedh®/ Treasury and Financial Markets Department.

The process of the Bank’s liquidity managementudek assessment and analysis of banking financing
sources. A significant source of funding is custordemand deposits, most of which are current
accounts. These funds are considered to be opertiened. they have no contractual maturity and are
available to customers without any restrictionsaitindrawals. Experience of the Bank and conducted
statistical analysis, applied on historical dat@hlinges on current account and card account leslanc
makes it possible to estimate the effective matafisuch funds remaining in the accounts of thekBa
Current accounts and the conceptually similar dépgses due to "on demand" are classified in line
with the Bank's experience regarding the life cydlehese deposits with the Bank. The following¢ab
provides a breakdown of demand deposits basecedintl of their presence in the account, which does
not exceed 5 years.
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Risk management, continued

Derivative financial liabilities are included inglanalysis if their contractual maturities are egakfor
an understanding of the timing of the cash flowsthBthe interest and principal cash flows should be
included in the analysis as this best represestidhidity risk being faced by the Group and trenB.
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The Group
Analysis of financial liabilities’ undiscounted d¢aflows based on effective maturity as at 31 Deamb
2020:
Demand Total gross
and less From From 3 From 1 More amount
than 1to3 monthsto yearto5 than outflow/ Carrying
EUR’000 1 month  months 1 year years 5 years (inflow) amount

Non-derivative liabilities
Deposits and balances due to
banks 4,499 - - - - 4,499 4,482
Current accounts and deposits
due to customers 260,126 68,014 265,666 482,183 19,884 1,095,873 1,072,456
Other borrowed funds-bonds-
issued debt securities - - 643 - - 643 613
Lease liability 33 79 290 1,104 689 2,195 1,908
Other financial liabilities 5,651 - - 4,955 - 10,606 10,606
Derivative liabilities - 4 50 - - 54 54
Total 270,309 68,097 266,649 488,242 20,573 1,113,870 1,090,119
Guarantees (maximum credit
risk exposure) - - - - 6,762 6,762 7,900
Credit related commitments
(maximum credit risk

34,170 - - - - 34,170 34,170

exposure)

Analysis of financial liabilities’ undiscounted d¢aflows based on effective maturity as at 31 Deamb

2019:
Demand Total gross
andless  From From 3 From 1 More amount
than 1to3 monthsto yearto5 than outflow/ Carrying
EUR’000 1 month months 1 year years 5 years (inflow) amount

Non-derivative liabilities
Deposits and balances due to
banks 2,920 - - - - 2,920 2,920
Current accounts and deposits
due to customers 344,802 78,771 240,973 661,188 23,764 1,349,498 1,319,833
Other borrowed funds-bonds-
issued debt securities - - - 788 - 788 712
Lease liability 53 100 461 1,769 624 3,007 2,262
Other financial liabilities 1,693 - - 3,545 - 5,238 5,238
Derivative liabilities 1 93 - - - 94 94
Total 349,469 78,964 241,434 667,290 24,388 1,361,545 1,331,059
Guarantees (maximum credit
risk exposure) - - - - 4,500 4,500 13,939
Credit related commitments
(maximum credit risk

36,385 - - - - 36,385 36,385

exposure)
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The Bank

Analysis of financial liabilities’ undiscounted d¢aflows based on effective maturity as at 31 Deamb

2020:
Total
Demand gross
and less From From 3 From 1 More amount
than 1to3 monthsto yearto5 than outflow/  Carrying
EUR’000 1 month  months 1 year years 5years (inflow) amount

Non-derivative liabilities
Deposits and balances due to
banks 4,465 - - - - 4,465 4,465
Current accounts and deposits
due to customers 272,407 67,947 260,922 489,510 21,133 1,111,919 1,082,424
Lease liability 155 309 1,393 7,128 22,187 31,172 22,910
Other financial liabilities 642 - - 4,955 - 5,597 5,597
Derivative liabilities - 4 50 - - 54 54
Total 277,669 68,260 262,365 501,593 43,320 1,153,207 1,115,450
Guarantees (maximum credit
risk exposure) - - - - 6,762 6,762 7,900
Credit related commitments
(maximum credit risk

45,351 - - - - 45,351 45,351

exposure)

Analysis of financial liabilities’ undiscounted d¢aflows based on effective maturity as at 31 Deamb

2019:
Total
Demand gross
andless  From From 3 From 1 More amount
than 1to3 monthsto yearto5 than outflow/  Carrying
EUR’000 1 month months 1 year years 5years (inflow) amount
Non-derivative liabilities
Deposits and balances due to
banks 2,920 - - - - 2,920 2,920
Current accounts and deposits
due to customers 360,233 78,772 238,523 660,731 23,765 1,362,024 1,332,529
Lease liability 199 400 1,799 11,597 28,618 42,613 30,840
Other financial liabilities 1,262 - - 3,532 - 4,794 4,794
Derivative liabilities 1 93 - - - 94 94
Total 364,615 79,265 240,322 675,860 52,383 1,412,445 1,371,177
Guarantees (maximum credit
risk exposure) - - - - 4 500 4 500 13,939

Credit related commitments
(maximum credit risk
exposure) 45,398

- - 45,398 45,398
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The Group

The table below analyses the Bank’s and the Graugmsderivative financial liabilities and net-settl
derivative financial liabilities into relevant maity groupings based on the remaining period at the
reporting date to the contractual maturity date.

Analysis of financial liabilities’ contractual urstiounted cash flows as at 31 December 2020:

Demand Total gross
and less From From 3 From 1 More amount
than 1to3 monthstol yearto5 than outflow/ Carrying
EUR’000 1 month months year years 5 years (inflow) amount
Non-derivative liabilities
Deposits and balances due to banks 4,499 - - - - 4,499 4,482
Current accounts and deposits due
to customers 621,821 40,061 215,084 199,023 19,884 1,095,873 1,072,456
Other borrowed funds-bonds-
issued debt securities - - 643 - - 643 613
Lease liability 33 79 290 1,104 689 2,195 1,908
Other financial liabilities 5,651 - - 4,955 - 10,606 10,606
Derivative liabilities - 4 50 54 54
Total 632,004 40,144 216,067 205,082 20,573 1,113,870 1,090,119
Guarantees (maximum credit
risk exposure) - - - - 6,762 6,762 7,900
Credit related commitments
(maximum credit risk exposure) 34,170 ; ; ; ; 34,170 34,170

Analysis of financial liabilities’ contractual urstiounted cash flows as at 31 December 2019:

Demand Total gross
and less From From 3 From 1 More amount
than 1to3 monthstol yearto5 than outflow/ Carrying

EUR’000 1 month months year years 5 years (inflow) amount
Non-derivative liabilities
Deposits and balances due to banks 2,920 - - - - 2,920 2,920
Current accounts and deposits due
to customers 717,536 53,867 196,566 357,765 23,764 1,349,498 1,319,833
Other borrowed funds-bonds-
issued debt securities - - - 788 - 788 712
Lease liability 53 100 461 1,769 624 3,007 2,262
Other financial liabilities 1,693 - - 3,545 - 5,238 5,238
Derivative liabilities 1 93 94 94
Total 722,203 54,060 197,027 363,867 24,388 1,361,545 1,331,059
Guarantees (maximum credit
risk exposure) - - - - 4,500 4,500 13,939
Credit related commitments
(maximum credit risk exposure) 36,385 ; ; ; ; 36,385 36,385
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The Bank

Analysis of financial liabilities’ contractual urstiounted cash flows as at 31 December 2020:

Demand Total gross
and less From From 3 From 1 More amount
than 1to3 monthstol yearto5 than outflow/ Carrying
EUR’000 1 month months year years 5 years (inflow) amount
Non-derivative liabilities
Deposits and balances due to banks 4,465 - - - - 4,465 4,465
Current accounts and deposits due
to customers 634,119 40,061 212,641 198,992 19,884 1,105,697 1,082,424
Lease liability 155 309 1,393 7,128 22,187 31,172 22,910
Other financial liabilities 642 - - 4,955 - 5,597 5,597
Derivative liabilities - 4 50 - - 54 54
Total 639,381 40,374 214,084 211,075 42,071 1,146,985 1,115,450
Guarantees (maximum credit
risk exposure) - - - - 6,762 6,762 7,900
Credit related commitments
(maximum credit risk exposure) 45,351 - - - - _ 45351 45351
Analysis of financial liabilities’ contractual urstiounted cash flows as at 31 December 2019:
Demand Total gross
and less From From 3 From 1 More amount
than 1to3 monthstol yearto5 than outflow/ Carrying
EUR’000 1 month months year years 5 years (inflow) amount
Non-derivative liabilities
Deposits and balances due to banks 2,920 - - - - 2,920 2,920
Current accounts and deposits due
to customers 732,967 53,868 194,116 357,308 23,765 1,362,024 1,332,529
Lease liability 199 400 1,799 11,597 28,618 42,613 30,840
Other financial liabilities 1,262 - - 3,632 - 4,794 4,794
Derivative liabilities 1 93 - - - 94 94
Total 737,349 54,361 195,915 372,437 52,383 1,412,445 1,371,177
Guarantees (maximum credit
risk exposure) - - - - 4,500 4,500 13,939
Credit related commitments
45,398 - - - - 45,398 45,398

(maximum credit risk exposure)
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Risk management, continued
Liquidity coverage ratio
The Group and the Bank comply with Capital Requieta Regulation (CRR) and the LCR Delegated
Regulation in relation to liquidity risk managemdrigjuid assets are identified in accordance wiRRC
regulation. “Net liquidity outflows” means the ammtwvhich results from deducting a credit institat®
liquidity inflows from its liquidity outflows. Folbwing table shows liquidity coverage ratio % (mialm
requirement 100%):

31 December 202031 December 202031 December 201931 December 2019

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Liquidity buffer 340,559 340,538 557,939 557,924
Net liquidity outflown 73,030 74,236 86,382 87,222
Liquidity coverage ratio (%) 466.33% 458.72% 645.90% 639.66%

Risk of Money Laundering and Terrorism awl Proliferation Financing, and Violation of
Sanctions

The risk of money laundering and terrorism andifealtion financing is the impact and likelihoocth
the credit institution may be used in the laundgiaf proceeds derived from criminal activity or in
terrorism and proliferation financing in relatiom the financial services it provides, its custoinase,
the geographic operational profile of its customar&l the supply channels of products and services.

The objective of the Bank’s operating policy ispimvide business activities in conformity with the
legislation and international requirements regotatactions, securing itself against the risk to get
involved in possible money laundering and terrorsmd proliferation financing transactions and those
that violate restrictions of the applicable naticarad international sanctions, to minimise the fhokty

to cooperate with the customers whose activitidstdacomply with the legislation and the Bank’s
policy, to protect the Bank from possible losserevent damage to the Bank’s reputation andaot t
permit the loss of confidence in the Bank.

To achieve these objectives the Bank in its agtifuitfils the following tasks:

- observes, fulfils and introduces in its activitgueements of laws of the Republic of Latvia and
international legislation, recommendations and glings by supervision authorities;

- according to requirements of the legislation angbesuision authorities develops and
implements internal regulatory documents — procesiwegulations, orders;

- according to requirements of the legislation coafer with state institutions and correspondent
banks;

- ensures sufficient financial, material and humaoueces to implement the Bank’s policy;

- organises and trains the staff in the sphere ofmaomey laundering and anti-terrorism/
proliferation financing, observance of sanctiongimes, compliance with the legislation and
implementation of the Bank’s policy;

- implements in its daily activity principles undéetBank’s policy;

- controls the execution of the Bank’s policy.

To mitigate ML/TPF risk, the bank has formulatedraernal ML/TPF risk management and prevention
system encompassing activities and measures aitrextsaring compliance with the requirements of
the Anti-Money Laundering and Counter-Terrorismlfeeocation Financing Law, Cabinet Regulations,
FCMC Regulations and other applicable regulations.

There is according to the AML requirements designadAML/CTPF Board Member, whose area of
responsibility is the activity of the Bank in AMLI®F. The designated AML/CTPF Board Member
controls the observance of requirements of the Bggikicy and other external and internal AML/CTPF
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Risk management, continued

regulations in the Bank, and together with the Boagakes strategic decisions within the framework of
the Bank’s policy to be implemented.

The Bank has formed the Compliance Committee -llagial body aimed to make significant, long-
term decisions on the measures to be taken to etiseircompliance of business activity of the Bank
with the AML/CTPF legislation and the observancelef applicable sanctions regimes, as well as to
protect the Bank from its involvement into malicsoillegal activities, thus compromising the good
reputation of the Bank and as a result to prevem fosses arising from above said.

The Bank has formed a structural unit for AML/CTRRd the applicable national and international
sanctions monitoring — the Internal Control Depamim The main purpose of the structural unit isydai
implementation of actions aimed at AML/CTPF, prei@mof the breach of the applicable national and
international sanctions regimes, the customer ifieation and due diligence, monitoring of customer
transactions, detection of suspicious transactiand reporting relevant data to the authorized
bodies/supervision authorities.

The Head of the Internal Control Department istbgignated AML/CTPF officer appointed in the Bank
according to requirements of the Law on the Presendf Money Laundering and Terrorism and
Proliferation Financing of the Republic of Latvighe Head of the Internal Control Department ensures
the execution of requirements of the policy inBamk by making day-to-day decisions on the measures
implementing the policy and is in charge for thimimation exchange with supervision authorities.

The following international and national sanctians binding to the Bank — those of the United Netio
(UN), the European Union (EU), the Republic of lLatand the Office of Foreign Assets Control
(OFAC) of the US Department of the Treasury.

Sanctions Policy of the Bank sets out the key jplas and requirements that govern the Bank’s
approach to sanctions of the UN, the EU, the RépulblLatvia and the OFAC.

The Bank prohibits business activity, including lghitions on commencing or continuing relationship
with a customer or provision of products or sersioefacilitation of transactions that the Bankidngds
may violate the applicable sanctions legislatiotherSanctions Policy.

There is an allocated Sanctions Officer, who owssamproves and develops the internal regulations
according to legislative requirements of the EU tredRepublic of Latvia and ensures the best mecti
and efficiency in sanctions monitoring by ensurimgegrity and compliance with the internal
requirements.

The Bank’s main AML/sanctions policy principles a®follows:

The Bank according to its activity type by assessind understanding ML/TPF risk and the risk of
breaching applicable national and internationakBan restrictions, associated with its activitydan
customers, develops AML/CTPF internal control systerhich includes drafting respective policies and
procedures.

The Bank allocates and contributes sufficient faialh material and intellectual resources to ensue
activity, to monitor its customers’ activity anditoplement the Bank’s policy.

The Bank ensures that the employees in chargeidetitification, registration, servicing, monitoring
and due diligence of the Bank’s customers undedséand acknowledge risks associated with ML/TPF
and breach of sanctions regimes, AML/CTPF legsiatind organises regular personnel training to
improve their skills to meet requirements of thesinal control system, raise their qualificatiordan
quality of work.

The Bank at least once in 18 calendar months ensiat an independent examination of the ML/TPF
and sanctions breach risk management internal alosystem, including the information technology
solutions used, is carried out and where requakes measures to improve the efficiency of themate
control system.

The Bank, in compliance with the requirements & tegislation and legal empowerment of the
participant of civil law relations of the privataw, ensures the activity of the internal contrateyn
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that allows to know its customers’ business adtigitaccording to the specific character of the
customers’ business, and monitors and conductddigence of transactions by documenting such
activities to secure itself against the risk toigeblved in possible ML/TPF transactions and bhessc
of the national and international sanctions resbms.

The Bank cooperates or starts to cooperate onlyfareign banks, which have AML/CTPF legislation
in effect in its country, and the foreign banksee this legislation. The Bank does not cooperéte
foreign shell banks, banks located in jurisdictiomsh low “Know Your Customer” standards or
recognised as banks not cooperating in combatingTMIE.

The Bank, when forming mutually beneficial longrelbusiness relations with a customer, performs its
activity in the way, which ensures that it is safminst the risk of being involved in possible MBA
transactions and breaches of the national anchiatienal sanctions regimes.

AML/CTPF activities are implemented by all the epy@es of the Bank’s structural units involved in
the customer engagement, identification, servicedare diligence.

FCMC regularly performs reviews/audits of the Bank’compliance with the Law on
the Prevention of Money Laundering and Terrorisnd d@&roliferation Financing. The latest audit
commenced on September 2019 and is still ongoing.

In order to improve the Bank's compliance with AMieveral external reviews and audits were
performed by independent parties.

The latest comprehensive external AML audit for pbance with the requirements of the Latvian
legislation has been performed by AS “KPMG Baltirgm April 2020 to July 2020.

This audit was divided into 3 main parts: firstitowas related to internal control system's conmuia
with the national Latvian AML/CTPF and Sanctiongis#ation; second topic was related to IT systems
for AML/CTPF Risk Management compliance; and thirte - was a gap analysis with respect to the
previous audit and implementation of previous fitgdi. To remind, the previous comprehensive external
AML audit was conducted from November 2017 to AROIL8 by AS” KPMG Baltics”. Based on the
audit results, the Bank developed an action planhi® implementation of recommendations aimed at
specific improvements in the internal control sgstevhich were approved by the Bank's Management
Board. As of April 2019, the Bank implemented plednmprovements to the internal control system,
which was reported to the Latvian Regulator (FCMC).

With respect to the most recent audit of 2020thenframework of internal control system’s comptan
evaluation with the national Latvian AML/CTPF andn8tions legislation — the total number of 245
indicators have been checked and 86% of them wasesaed as in full compliance. Such areas as
sanctions compliance, structure of internal conggatem, training, customer due diligence including
enhanced due diligence, normative regulations imptgation into internal procedures and others ewer
assessed positively. The action plan was developedder to implement separate recommendations
(vast majority of them are low to middle impactdaas at January 31, 2021 its implementation is
completed.

Besides it, in 2019 the Bank has assigned AS “KRB4dics” to perform the gap analysis of the findsng
set out by the Navigant audit for compliance wit8 ldgislation and requirements that was conducted
earlier (in 2016). The aim of this gap analysis wasompare the Bank’'s implemented actions as
outlined in the Action Plan and audit's recommeiudet to cover the identified gaps with the US
regulatory requirements and industry better practiblo observations have been assessed as
“significant” or “critical”.

In addition, Internal Audit Service performs intataudits of the Bank’s AML risks management system
on a regular basis.

The Financial and Capital Market Commission on 28yM019 initiated an administrative case against

the Bank regarding the violation of the requirersespiecified in Clause 5.5 of the Cabinet of Ministe

Regulations No. 674 “Regulations Regarding the lastUnusual Transaction Indicators and the

Procedures for Submitting Reports on Unusual orpiSimis Transactions”, dated 14.11.2017,

(hereinafter — Regulations No. 674) regarding thmrgssion of reports on unusual transactions where
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the client sends or receives cross-border paymdoteign currency the amount of which is equivalen
to EUR 500 thousand or more. The Bank is in netjotigorocess with Financial and Capital Market
Commission on conclusion of the Administrative agnent within administrative case. As at 31
December 2020 the Bank has not made any provifmore®ntingent liability as the management of the
Bank is certain that if there would be a fine, @&in@ount will not have any material effect on thefinial
statements.

Operational risk

Operational risk refers to the risk of losses r@sglfrom inadequate or failed internal processes o
procedures, human error, system failure or exteewahts. The definition includes legal risk and
information risk.

In order to prevent increase of operational risk,Bank and Group provides monitoring of operationa
risks, i.e. — daily monitoring on how the Bank'dla@@roup’s employees follow the internal regulations
permanent monitoring of the employees’ performanegsity, as well as regular monitoring of business
processes and technological liaison.

To ensure conditions for effective disclosure gh#ficant operational risk, as well as general eabn

of operational risk, the Risk Management Departmmeaintains an analytical Bank’s and Group’s
operational risk management database “RB Operatiisid, which provides complete information
regarding operational risk events, their types secape in terms of activities directions, particldank
operations and other deals, conditions of theirrgeree and disclosure; and regarding losses, which

have occurred. The Board of Directors of the Bankcooperation with the Risk Management
Department informs the Council of the Bank on teg Hirections of concentration of operational risk,
causes for its emergence and measures taken @adeainy possible operational losses.

Capital Management

The Bank’s and the Group’s policy is to maintastrang capital base so as to maintain investodjtore

and market confidence and to sustain future dewadmp of the business. The impact of the level of
capital on shareholders returns is also recograsedthe Bank and the Group recognise the need to
maintain a balance between the higher returnsrthght be possible with greater gearing and the
advantage and security afforded by a solid cap#tibin. The Financial and Capital Market Commission
sets and monitors capital requirements for the Bartkfor the Group.

The Bank and the Group define as capital thosesitdefined by statutory regulation as capital. Under
the current capital requirements set by Financidl @apital Market Commission, banks must maintain
a ratio of capital to risk weighted assets (capi#ib) above the prescribed minimum level. As At 3
December 2020, the individual minimum level for Benk is 10.7% (2019: 12.3%). The Bank was in
compliance with the statutory capital ratio durthg years ended 31 December 2020 and 31 December

2019. As at 31 December 2020 required for the BE®ER (total capital requirement) ratio is 10.7%,
OCR (overall capital requirement) ratio is 14.522619: TSCR ratio 12.3%, OCR ratio 16.09%).
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The following table shows the composition of themBa and the Group’s capital position calculated in
accordance with the requirements of Regulation (Eb/)675/2013 of the European Parliament and of
the Council of 26 June 2013 on prudential requireiéor credit institutions and investment firmslan
amending Regulation (EU) No 648/2012 (CRR):

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Tier 1 capital
Sharecapita 168,91t 168,91t 168,91t 168,91t
Share premiul 52,54: 52,54: 52,54 52,54:
Other reserve 23 23 23 23
Accumulated other comprehensive inct (71 1,697 2,60¢ 3,57¢
Other transitional adjustment to CET1 Ca} 4,64 5,25( 5,63( 6,37¢
Value adjustments due to the requirements for
prudent valuatio (361) (360) (301 (300
Retained earnings from prior ye 93,64t 82,71( 71,88: 64,27¢
Current year prof 11,43 1812t 21,73¢ 18,43:
Intangible asse (1,93¢) (1,927 (2,092 (2,074
Deferred tax asse (583) - (ao7 -
Additional deductions of CET1 Capital due to
Article 3 (CRR (52,190 (50,797 (42,782 (41,673
Total tier 1 capital 275,962 276,184 278,060 270,098
Tier 2 capital
Long term depositqualifying as regulatory capi 20,731 20,731 29,30° 29,30"
Total tier 2 capital 20,731 20,731 29,307 29,307
Total capital 296,693 296,915 307,367 299,405
Total risk exposure amount 1,312,286 1,304,390 1,367,430 1,363,640
Total capital ratio 22.61% 22.76% 22.48% 21.96%

Calculations are performed based on prudentialatmtation group according to the Basel Accord of
(EU) Regulation No 575/2013 a.19.

Use of estimates and judgements

The preparation of financial statements in confoynwith IFRS as adopted by the EU requires
management to make judgments, estimates and aseuantimit affect the application of policies and
reported amounts of assets and liabilities, incamexpenses. Although these estimates are based on
management’s best knowledge of current events etmoha, actual results ultimately may differ from
those estimates.

The estimates and underlying assumptions are rediem an ongoing basis. Revisions to accounting
estimates are recognised in the period, in whiehetftimate is revised if the revision affects dhigt
period, or in the period of the revision and futpegiods if the revision affects both current antlife
periods.
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Use of estimates and judgments, continued

Key sources of estimation uncertainty and judgement

Allowances for expected credit losses on financabets at amortised cost and financial assets ait fa
value through other comprehensive income
Information about judgements made in applying antiog policies that have the most significant

effects on the amounts recognised in the conselilahd separate financial statements is included in
the following notes:

Note 3(i) and Note 3(u): classification of finar@asets: assessment of the business model withainw
the assets are held and assessment of whetharttnactual terms of the financial asset are SPRhen
principal amount outstanding.

Note 3(I): establishing the criteria for determmpinhether credit risk on the financial asset hassiased
significantly since initial recognition, incorpoiah forward-looking information into measurement of
ECL and models used to measure ECL.

Determining fair value of financial instruments

All financial instruments that are carried at featue were valued based on their market value Vahiie

of financial instruments carried at amortised ¢®stated at present value of future estimated thasis
discounted by a market interest rate. For shorh tBnancial assets and liabilities, the fair value
approximate amortised cost.

Determining fair value of investment property andvaer-occupied property

Investment property is stated at its fair valuehvétl changes in fair value recorded in profit osd.
Property used in own business operation (Vesetastsi, Riga) is revaluated to fair value on regula
periodic basis with changes in revaluation recaghishrough other comprehensive income in a
revaluation reserve and subsequent amortisatioecegnised in the profit and loss statements. When
measuring the fair value of the property, managemelires on external valuations based either on
income valuation method or comparative valuatiothme and assesses the reliability of such valuation
in light of the current market situation. Incomethos is based on discounted estimated future cash
flows from the property. Comparative method is base recent market transactions with comparable

property.
Impairment of assets shown under other assets

Assets are valued at lower of cost and net redéisattue. When assessing net realisable valuesetss
management prepares several valuation modelgéplgcement cost, discounted future cash flows) and
compares them to observable market data (e.g.asimmdnsactions taking place on the market, offer
made by potential buyers).

Impairment of investments in subsidiaries

Investments in subsidiaries are valued at costdessmulated impairment losses in the Bank’s sépara
financial statements. On a regular basis, the Bankpares the cost of investment with the carrying

amount of net assets of a subsidiary to see whetheimpairment indication exists. In addition, the
management assessed future cash flows to be gethdratthe subsidiaries and as a result of this
assessments concluded that there is no objectigerae of impairment of the investment. If impainne
indication exists, the recoverable amount of tivestiment is calculated based on discounted estimate

future cash flows of the subsidiary. Future castvél are based on budgets and projections prepsred b
the subsidiary and assessed for reasonableness.
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(vii) Useful lives of equipment

Estimated useful lives of equipment are based antigal experience over using similar equipment in
the past. Each year damaged items and techniaatgfalate items are identified and their usefid li
or carrying amount is adjusted individually.

(viii) Acquisition of new subsidiaries

(ix)

Upon each acquisition of a subsidiary, the Grougdweates whether it obtained control over business a
defined by IFRS adopted by EU, in which case adiisaccounting is applied. If control is gained
only over individual assets and liabilities, thensioleration paid is allocated to the acquired asmed
liabilities.

Estimating provisions

The amount recognised as a provision is the bastae of the expenditure required to settle tlesent
obligation at the end of the reporting period. Mggraent of the Bank and the Group estimates the
amount that the Bank and the Group would rationadly to settle the obligation. Estimates of outcome
and financial effect are determined by the judgdméthe management, supplemented by experience
of similar transactions and, if necessary, repiooi® independent experts.
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Net interest income

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR ’'000 EUR
Group Bank Group Bank
Interest income
Loans and receivables due from customers 37,030 1328, 41,966 29,318
Loans and receivables due from financial institusio 626 452 1,325 1,318
Financial assets at fair value through other cohmgmsive
income 6,801 6,800 4,033 4,033
Financial assets at Amortised Cost 5,070 5,070 15,1 4,113
Financial assets at fair value through profit @slo - - 29 29
Other interest income 43 - 59 -

49,570 40,453 51,527 38,811

Interest expense

Current accounts and deposits due to customers 910,5 10,495 10,664 10,498
Deposits and balances due to financial institutions 1,318 1,346 2,265 2,273
Other interest expense 3,798 3,342 4,950 4,553

15,707 15,183 17,879 17,324

Effective interest rate on account balances inagerturrencies is negative. As the interest rasylt
from a negative effective interest rate on finahassets reflects an outflow of economic benefitis,
presented as interest expense.

Fee and commission income

2020 2020 2019 2019
‘000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Commission from account servicing 9,060 9,055 9,507 9,513
Money transfers 2,166 2,166 2,395 2,395
Commission income from payment cards 1,610 1,610 1322, 2,132
Revenue from customer asset management and brekerag
commissions 1,635 1,123 1,428 842
Commissions for trust services provided 555 555 564 564
Commission from documentary operations 193 193 113 113
E-commerce 25 25 150 150
Cash withdrawals 43 43 72 72
Other 3,331 3,317 2,039 1,938

18,608 18,087 18,400 17,719
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Fee and commission expense

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Payment card expenses 803 803 1,07z 1,07:
Agent commissions 43¢ - 2,351 1,84¢
On correspondent accounts 12C 120 151 151
Brokerage fees 63€ 63¢ 76€ 597
Other 1,462 1,488 1,571 1,53
3,456 3,049 5,918 5,200
Net gain/(loss) on financial assets at fair valudtough profit or loss
2020 2020 2019 2019
'000 EUR '000 EUR ’'000 EUR '000 EUR
Group Bank Group Bank
Equity instruments 6,331 6,331 674 738
Debt securities (34) (34) 9 9
Other (52) (52) (72) (72)
6,245 6,245 611 675
In 2020, the Bank realized a profit from VISA slearevaluation.
Net foreign exchange gain/(loss)
2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Gain/(loss) from revaluation of financial assetd abilities 301 (18) 1,218 25
Gain on spot transactions and derivatives 1,968 5,390 10,324 10,369
2,269 5,372 11,542 10,394

In 2020, Bank’s foreign exchange revenue declifiects adjustments made to customer base while
implementing recent improvements to internal AMLITF policies. In 2021 the Bank is expecting

foreign exchange revenues to stay at the 2020 \eittelpossible slight growth.

Net realised gain on financial assets at fair valutrough other

comprehensive income

2020 2020 2019 2019

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Debt securities 2,516 2,516 1,562 1,562
2,516 2,516 1,562 1,562

63



12

13

Other income/(expense)

Lease income from premises

Fair value change of Investment property (note 26)

Penalties received

(Write off assets)/recovery of assets written off
Gain/(loss) from sale of property and equipment
Gain from sale of investment property

Dividends received

Gain/(loss) from derecognition of subsidiary (nét)
Negative goodwill writ-off

Income from steel processing

Other

AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

2020 2020 2019 2019
'000 EUR '000 EUR ’'000 EUR '000 EUR
Group Bank Group Bank
2,81¢ 11€ 3,631 214
(2,55€) 39z 27¢ (341
484 18¢ 2,221 1,89¢
2,85 4,39t (20) 35¢
14¢ 32 3) 23
892 75¢% 7€ 307
13¢ 3,024 14¢ 3,25¢
(605, (335, 2,527 -

- - 15€ -
2,51( - 2,59¢ -
2,101 1,36€ 1,24t 64¢€
8,778 9,929 12,852 6,354

Income from steel processing is generated by aidiabg of the Group which principal activity is

manufacturing.

Impairment losses

Impairment losses
Loans and advances due from banks
Loans and receivables due from customers

Financial assets at fair value through other cofmgmesive

income

Debt securities at amortised cost
Investments in subsidiaries
Other non-financial assets

Reversals of impairment losses
Loans and advances due from banks
Loans and receivables due from customers

Financial assets at fair value through other cohmgmsive

income

Debt securities at amortised cost
Investments in subsidiaries
Other non-financial assets

Net impairment losses

2020 2020 2019 2019
'000 EUR '000 EUR ’'000 EUR '000 EUR
Group Bank Group Bank
- - (8) (8)
(23,12123,315) (9,963) (9,392)
(674) (674) (567) (567)
(445) (445) (112) (112)

- (1,527) - (1)

(622) - (809) (702)
(24,862) (25,961) (11,458) (10,781)
- - 1 1

6,983 7,548 2,202 2,576

3 3 72 72

- - 37 37

- 70 - -

50 15 16 11
7,036 7,636 2,328 2,697
(17,826) (18,325) (9,130) (8,084)
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14 General and administrative expenses

2020 2020 2019 2019
'000 EUR '000 EUR ’'000 EUR '000 EUR

Group Bank Group Bank
Employee compensation 14,121 9,659 15,621 10,292
Salaries to Board of Directors and Council 1,647 1,134 2,332 1,824
Payroll related taxes on employee remuneration 63,72 2,583 4,305 2,907
Depreciation and amortisation 2,022 1,974 2,630 2,851
Repairs and maintenance 3,569 1,144 3,146 771
Taxes other than on corporate income and payroll 172, 1,210 2,615 1,452
IT related costs 1,234 1,231 1,315 1,311
Rent 382 91 425 98
Representative office 232 164 294 196
Advertising and marketing 541 120 879 190
Communications and information services 704 602 732 613
Travel and transport expenses 499 177 791 376
Professional services 2,668 2,791 3,240 3,296
Provision for bonus and payroll related taxes 1,542 1,542 1,175 1,175
Representation 130 122 149 133
Credit card service 123 123 176 176
Insurance 446 355 297 201
Employee health insurance 159 144 173 160
Audit services 269 172 367 252
Subscription of information 456 456 211 211
Office supplies (Stationery) 58 15 79 21
Security 71 119 74 118
Other 1,862 1,710 2,839 2,029
Reversal of provisions for the management bonus 9)(11 (119) (4,714) (4,714)

38,516 27,519 39,151 25,939

The amount of reversed provision for bonuses repteshe part of potential bonuses which, in aokliti
to bonuses annually paid out by the Bank and tlo&Gmight be paid discretionary by the Bank, stibje
to certain conditions.

Audit services includes fee in amount of EUR 7 gend for other assurance engagements.
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15 Income tax expense

(& Income tax expense recognised in the profit and Iss

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Current tax expense
Current tax expense 1,496 701 1,273 674
Deferred tax (500) - 237 -
Total income tax expense in the profit and loss 996 701 1,510 674
The tax rate applicable in countries in which groupentities operate: 2020 2019
Latvia 20.00% 20.00%
Belarus 18.00% 18.00%
Cyprus 12.50% 12.50%
Russia 20.00% 20.00%

(b)  Reconciliation of effective tax rate:

As of 1 January 2018, according Law on Enterpms®ie Tax of the Republic of Latvia, the tax rate
20% is deferred to when the profit is distributed aalculated as 0.2/0.8 from net distributed diwidl
Before 2018 corporate income tax in Latvia was pbeyfor financial year taxable profit.

16 Cash and balances due from the Bank of Latvia
Cash and balances due from the Central Bank ofd.atbmprised of the following items:

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Cash 851 829 1,519 1,502
Balances due from the Bank of Latvia 260,511 260,511 501,570 501,570
261,362 261,340 503,089 503,072

Deposits due from the Bank of Latvia representi#i@nce outstanding on the correspondent account
due from the Bank of Latvia in EUR. This includesnpulsory reserves.

In accordance with the Bank of Latvia's regulatiotiee Bank is required to maintain a compulsory
reserve.

The compulsory reserve is compared to the Banlkesame monthly correspondent account balance in
EUR. The Bank’s average correspondent balance dlexdeed the compulsory reserve requirement.
The Bank was in compliance with the aforementionethpulsory reserve requirement during the

reporting year.
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17 Deposits and balances due from banks

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank
Demand accounts
Latvian commercial banks 415 - 155 -
Other OECD banks 64,234 64,234 61,818 61,81¢
Non-OECD banks 12,592 12,58E 19,528 19,10:
Expected credit losses (D D (8) (8)
Total Demand accounts 77,240 76,818 81,493 80,911

Concentration of placements with banks

As at 31 December 2020 the Bank and the Group hadbBices (2019: 4), which exceeded 10% of total
loans and receivables from banks.

The largest balances due from credit institutios®@31 December 2020 in the Bank and the Group
were as follows:

31 Dec 2020
‘000 EUR %
Raiffeisenbank Bank International / 43,954 57.22
Euroclear Bank SA/N 19,01C 24.75
Alfa Bank AC 11,06¢ 14.40
Total 74,029 96.37

The largest balances due from credit institution®f@a31 December 2019 in the Bank and the Group
were as follows:

31 Dec 2019
‘000 EUR %
Erste Group Bank A 35,72¢ 44.15
Alfa Bank AC 14,25¢ 16.46
Raiffeisenbank Bank International / 13,32: 14.44
Euroclear Bank SA/N 11,68« 17.62
Total 74,992 92.67
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18 Financial assets at fair value through profibr loss

31 December 31 December
2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Equity instruments 15,569 15,460 9,617 9,511
Derivative financial instruments 681 681 538 538
Financial assets at fair value through profit or Iss 16,250 16,141 10,155 10,049
Derivative financial instruments (54) (54) (94) (94)
Financial liabilities at fair value through profit or loss (54) (54) (94) (94)

The Bank and the Group classify derivative finahdistruments and trading portfolio under this
category. Financial assets are classified mandatdair value through profit or loss.

Derivative financial assets and liabilities

31 Dec 2020 31 Dec 2019
The Group '000 EUR '000 EUR
Carrying Notional Carrying Notional
amount amount amount amount
Assets
Option premium 2 63C 53 3,472
Forward contracts 62 18,48 3 9,705
Futures contracts 617 nle 482 n/a
Total derivative financial assets 681 538
Liabilities
Forward contracts 54 18,480 94 11,576
Futures contracts - 69,383 - 74,518
Total derivative liabilities 54 94
31 Dec 2020 31 Dec 2019
The Bank '000 EUR '000 EUR
Carrying Notional Carrying Notional
amount amount amount amount
Assets
Option premium 2 630 53 3,472
Forward contracts 62 18,488 3 9,705
Futures contracts 617 n/a 48: n/a
Total derivative financial assets 681 538
Liabilities
Forward contracts 54 18,480 94 11,576
Future contracts - 69,383 - 74,518
Total derivative liabilities 54 94
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19 Financial assets at amortised cost

19.1 Debt securities
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank

- Corporate bonds
European Union countries 55,046 55,046 54,037 54,037

Non-European Union countries 10,352 10,352 7,162 7,162
Expected credit losses (1,107) (1,207) (663) (663)
Total corporate debt securities 64,291 64,291 60,536 60,536

Analysis of movements in the allowance for expecteeldit losses:

31 December 2020
The Group and the Bank, EUR’000

Opening Origination  Derecognition Changes Closing
balance as at and and in credit  Other balance as at
1Jan 2020 acquisition  repayments risk, net adjustments 31 Dec 2020
Stage 1 622 17 9) (46) (1) 583
Stage 2 33 5 (3) 489 - 524
Stage 3 8 - 1 9) - i
Total 663 22 (11) 434 1) 1,107

31 December 2019
The Group and the Bank, EUR’000

Opening Origination  Derecognition Changes Closing
balance as at and and in credit  Other balance as at
1Jan 2019 acquisition  repayments risk, net adjustments 31 Dec 2019
Stage 1 590 30 (3) 5 - 622
Stage 2 - - - 34 (1) 33
Stage 3 - 4 - 4 - 8
Total 590 34 (3) 43 1) 663
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31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Companies
Finance lease 18,180 - 23,628 -
Loans 426,519 553,120 436,116 594,885
Individuals
Finance lease 9,470 - 11,309 -
Loans 119,065 65,911 128,729 73,836
Expected credit loss (13,148) (12,685) (14,491) (30,198)
Net Loans and receivables from
customers 560,086 606,346 585,291 638,523

Finance leases

Loans and receivables from customers include th@xfimg finance lease receivables for leases:

31 Dec 2020 31 Dec 2019

'000 EUR '000 EUR
Group Group
Gross investment in finance leases, recei\

Less than one ye 16,54C 20,46
More than one ye 17,15t 22,27¢
Total gross investment in finance leases 33,69 42,74:
Unearned finance incor (6,04%) (7,804
Net investment in finance lease before allow: 27,65(C 34,93;
Expected credit losses (243) (237
Net investment in finance lease 27,407 34,700

The net investment in finanleases comprise
Less than one ye 13,19¢ 16,201
Between one and five yei 14,211 18,49:
Net investment in finance lease 27,407 34,700
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19.2 Loans and receivables due from customers, camied

(b)
(i)

Credit quality of loan portfolio

Ageing structure of loan portfolio

The Group, 31 Dec 2020

EUR’000

Uncollateralised

Gross amount Expected Net carrying exposure of net
Stage 1 Stage 2 Stage 3  credit loss amount carrying amount
Not past due and
past due <= 30 da 359,234 57,137 92,776 (9,399) 499,748 87,130
Past due > 30 days <=
90 day - 456 433 (160) 729 217
Past due > 90 da - - 63,198 (3,589) 59,609 3,399
Total 359,234 57,593 156,407 (13,148) 560,086 90,746
The Bank, 31 Dec 2020
EUR'000 Uncollateralised
Gross amount Expected Net carrying  exposure of net
Stage 1 Stage 2 Stage3  credit loss amount carrying amount
Not past due and
past due <= 30 da 377,517 73,121 103,369 (9,172) 544,835 53,257
Past due > 30 days <=
90 day - 139 - (4) 135 -
Past due > 90 da - - 64,885 (3,509) 61,376 3,167
Total 377,517 73,260 168,254 (12,685) 606,346 56,42456,424
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19.2 Loans and receivables due from customers, camied

The Group, 31 Dec 2019

EUR’000 Uncollateralised
Gross amount Expected Net carrying exposure of net

Stage 1 Stage 2 Stage 3  credit loss amount carrying amount

Not past due and

past due <= 3days 407,094 6,327 50,235 (7,602) 456,054 104,021

Past due > 30 days <=

90 day - 975 33,598 (572) 34,001 822

Past due > 90 da - - 101,553 (6,317) 95,236 2,742

Total 407,094 7,302 185,386 (14,491) 585,291 107,585

The Bank, 31 Dec 2019

EUR'000 Uncollateralised
Gross amount Expected Net carrying exposure of net

Stage 1 Stage 2 _Stage 3 _ credit loss amount carrying amount

Not past due and

past due <= 30 da 440,671 8,125 86,076 (24,935) 509,937 60,706

Past due > 30 days <=

90 day - 550 33,453 (406) 33,597 522

Past due > 90 da - - 99,846 (4,857) 94,989 2,504

Total 440,671 8,675 219,375 (30,198) 638,523 63,732
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19.2 Loans and receivables due from customers, camied

(i)  Analysis of loan portfolio by type of collateral

The following table provides the analysis of tharigortfolio, net of impairment, by main types of
collateral as at 31 December 2020:

The Group
EUR’000 % of loan % of loan
31 Dec 2020 portfolio 31 Dec 2019 portfolio
Commercial buildings 181,373 32.39 189,090 32.31
Commercial assets pledge 107,83¢ 19.26 118,76¢ 20.29
Traded securities 28,782 5.14 23,01( 3.93
Mortgage on residential
propertie 40,052 7.15 38,11¢ 6.51
Land mortgage 54,85¢ 9.79 48,43t 8.28
Without collateral 90,746 16.20 107,58! 18.38
Other mortgage 29,028 5.18 23,56( 4.03
Guarantee - - 1,58¢ 0.27
Deposit 12C 0.02 34¢ 0.06
Other - - 89 0.01
Finance lease 27.,29: 4.87 34,70( 5.93
Total 560,086 100.00 585,291 100.00
The Bank
EUR’000 % of loan % of loan
31 Dec 2020 portfolio 31 Dec 2019 portfolio
Commercial buildings 221,334 36.50 238,237 37.31
Commercial assets pledge 167,866 27.67 190,380 29.82
Traded securities 28,783 4.75 23,010 3.60
Mortgage on residential
propertie 40,053 6.61 38,118 5.97
Land mortgage 59,095 9.75 52,677 8.25
Without collateral 56,424 9.31 63,732 9.98
Other mortgage 32,672 5.39 30,342 4.75
Guarantee - - 1,588 0.25
Deposit 120 0.02 348 0.06
Other - - 91 0.01
Total 606,347 100.00 638,523 100.00

The amounts shown in the table’s above representdhrying amount of the loans, and not the fair
value of the collateral.
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19.2 Loans and receivables due from customers, doned

(iii)

Movements in the expected credit losses
The following tables show reconciliation from thgeming to the closing balance of the expected tredi

losses for the year 2020:

The Group
EUR’000
Opening Origination  Disposals Changes Closing
balance and and in credit Decrease due Other balance,
1 Jan 2020 acquisition  repayments risk, net  to write-offs adjustments 31 Dec 2020
Stage 1 2,016 833 (458) (432) - (55) 1,904
Stage 274 18 (48) 682 - Q) 92¢
Stage 12,201 38¢ (1,046 16,2C0 (17,39¢) (27) 10,318
Total 14,491 1,239 (1,552) 16,451 (17,398) (83) 13,148
The Bank
EUR’000
Opening Origination  Disposals Changes Closing
balance and and in credit Decrease due Other balance,
1 Jan 2020 acquisition  repayments risk, net  to write-offs adjustments 31 Dec 2020
Stage 1 1,634 495 (149) (297) (202) (6) 1,475
Stage 177 2 (8) 1,17¢ - - 1,34¢
Stage 28,387 4€ (840) 15,340 (33,20€) 134 9,861
Total 30,198 543 (997) 16,221 (33,408) 128 12,685

Loans and receivables due from customers with &acmal amount of 17,398 thousand EUR for the
Group and 33,408 thousand EUR for the Bank weré&emrioff during 2020 and are still subject to

enforcement activity.
Movements in the loan impairment allowance forytear ended 31 December 2019 are as follows:

The Group
EUR’000
Opening Origination  Disposals Changes Closing
balance and and in credit  Decrease due Other balance,
1Jan 2019 acquisition  repayments risk, net  to write-offs adjustments 31 Dec 2019
Stage 1 2,506 898 (600) (805) - 17 2,016
Stage . 621 48 (67) (428 - 10C 274
Stage ! 68,48: 1,32% (182 7,57( (64,810 (185 12,20:
Total 71,608 2,273 (849) 6,337 (64,810) (68) 14,491

74



AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

19.2 Loans and receivables due from customers, camted

(©)

(d)

(e)

The Bank
EUR’000
Opening Origination  Disposals Changes Closing
balance and and in credit  Decrease due Other balance,
1Jan 2019 acquisition  repayments risk, net  to write-offs adjustments 31 Dec 2019
Stage 1 2,363 436 (263) (906) - 4 1,634
Stage . 67¢ 15 (5) (512 - - 177
Stage 83,62¢ 98( 173 7,24¢ (63,544 251 28,38’
Total 86,671 1,431 (441) 5,826 (63,544) 255 30,198

Loans and receivables due from customers with &acmal amount of 64,810 thousand EUR for the
Group and 63,544 thousand EUR for the Bank weré&emrioff during 2019 and are still subject to

enforcement activity.

Industry analysis of the loan portfolio

Financial services

Real estate management
Individuals

Transport and communication
Wholesale and retailing
Investments in finance lease
Construction

Manufacturing

Tourism

Other

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
153,679 219,629 171,607 245,901

166,317 222,121 156,284 220,001
111,926 61,471 123,12t 70,48:
36,67¢ 38,844 27,83( 30,14«
27,41¢ 27,37: 31,02( 30,96¢
27,407 - 34,70( -
11 - 1,18¢ 1,17:
252¢ 2,95¢ 12,86¢ 13,39:
3,759 3,753 71¢ 712
30,367 30,201 25,95: 25,74¢
560,086 606,346 585,291 638,523

Geographical analysis of the loan portfolio

Latvia
Other OECD countries
Non-OECD countries

Significant credit exposures

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
234,598 269,404 212,343 257,418
149,42¢ 149,34! 174,04¢ 174,02:
176,062 187,597 198,89¢ 207,08:
560,086 606,346 585,291 638,523

According to regulatory requirements, the Bank ti@dGroup are not allowed to have a credit exposure
to one client or group of related clients more tB&#o of its equity. As at 31 December 2020 and 2019
the Bank and the Group were in compliance with tlggiirement.
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20 Financial assets at fair value through other compreensive income

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Debt securities
- with rating from AAA to A 143,907 143,907 111,09 111,09
- with rating from BBB+ to BBB- 116,582 116,582 104,896 104,896
- non-investment grade 83,847 83,847 74,436 74,436
- without rating 29 29 61 61
Equity investments 131 131 - -
Total fair value 344,496 344,496 290,490 290,490
Acquisition cost 344,148 344,148 287,637 287,637
Revaluation 1,697 1,697 3,578 3,578
Impairment allowance (1,349) (1,349) (725) (725)
Total fair value 344,496 344,496 290,490 290,490
Analysis of movements in the allowance for expecteeldit losses:
31 December 2020
The Group and the Bank,
EUR’000
Opening Origination  Derecognition Changes in Closing
balance, and and credit risk, Other balance,
1 Jan 2020 acquisition  repayments net adjustments 31 Dec 2020
Stage 1 488 206 (296) 109 14) 493
Stage . 237 97 (48%) 592 (34) 40¢
Stage - 1 (229 674 1 447
Total 725 304 (1,008) 1,375 47 1,349
31 December 2019
The Group and the Bank,
EUR’000
Opening Origination  Derecognition Changes in Closing
balance, and and credit risk, balance,
1 Jan 2019 acquisition  repayments net 31 Dec 2019
Stage 1 230 290 (91) 59 488
Stage - 2 (239 474 237
Stage ! - 12 - (12) -
Total 230 304 (330) 521 725
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Investment in subsidiaries at 31 December 202M(BOR):
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Bank’s share of Gross
Share total share carrying
Company Address Capital  Equity capital, % amount
SIA “RB Investments Vesetas str.7, Riga, Lab 14,22¢ 7,43¢ 100% 14,22¢
Stasinou str.1, Mitsi Building 1,
2" floor, Flat/office 5, Plateia
Eleftherias, P.C.1060, Nicosia,
RB Securities Ltc Cyprus 11,60: 2,75k 99.99¥% 10,95¢
SIA "OVERSEAS Estate: Vesetas str.7, Riga, Lab 9,48( 1,35t 100% 7,34¢
AS “Rietumu Asset
Management” IP Veseta str.7, Riga, Latvi 50C 733 100% 50C
Odoevskogo str.117 Mloor,
Rietumu Lizing OO( office 9, Minsk, Belaru 27¢ 3,68 99.5% 2,363
Krisjana Barona str.130, Riga,
SIA “InCREDIT GROUP' Latvia 50C 7,61C 51% 25E
SIA “RB Drosiba’ Veseta str.7, Riga, Latvi 71 22( 100% 71
SIA "*Vesetas 7 Vesetas str.7, Riga, Lat 14z 10,11z 100% 3,26:
NOD “Nakotnes Atbalsta
fond¢” Vesetas str.7, Riga, Lat - 1,50z 100% -
Ganibu dambis str. 30, Riga,
SIA “Euro Textile Group Latvia 887 (1,474 100% 1,00(¢
SIA “KI Fund Vesetas str. Riga Latvia 5,71¢ 3,35¢ 100% 5,71¢
Impairment allowanc (18,382
Total Bank’s investment in subsidiaries, net 27,319

The Group had no restrictions to the ability toesmscor use assets, and settle liabilities, of treuGwith
respect to entities included in the consolidataedritial statements.
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Investments in subsidiaries, continued

Investment in subsidiaries at 31 December 2019D(BPOR):
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Bank’s share of Gross
Share total share carrying
Company Address Capital  Equity capital, % amount
SIA “RB Investments Veseta str.7, Riga, Latvi 14,22¢  10,59¢ 100% 14,22¢
Stasinou str.1, Mitsi Building 1,
2" floor, Flat/office 5, Plateia
Eleftherias, P.C.1060, Nicosia,
RB Securities Ltc Cyprus 11,60: 2,97( 99.99¥% 10,95¢
SIA "OVERSEAS Estate: Veseta str.7, Riga, Latvi 9,48( 1,42( 100% 7,34¢
AS “Rietumu Asset
Management” IP Vesetas str.7, Riga, Lat 50C 952 100% 50C
Odoevskogo str.117 Mloor,
Rietumu Lizing OO( office 9, Minsk, Belaru 27¢ 4,90z 99.5% 2,362
Krisjana Barona str.130, Riga,
SIA “InCREDIT GROUP' Latvia 50C 7,972 51% 25E
SIA “RB Drosiba’ Vesetas str.7, Riga, Lat 71 19: 100% 71
SIA "*Vesetas 7 Vesetas str.7, Riga, Lat 142 9,04¢ 100% 3,26:
“Rietumu Bankas labdaribas
fonds’ Veseta str.7, Riga, Latvi - 2,60z 100% -
Ganibu dambis str. 30, Riga,
SIA “Euro Textile Group Latvia 887 (1,037 100% 1,00(¢
SIA “Rietumu Jazz” Vesetas str. Riga,
LatvigVesetas str.7, Riga, Lab 3 1 100% 3
Aristida Briana str. 9Riga,
SIA “Aristida Briana 9 Latvia 55¢ 78 100% 112
SIA “Lilijas 28" Vesetas str. Riga Latvia 182 293 100% 62(
SIA “KI Fund” Vesetas str. Riga Latvia 5,71¢ 3,77¢ 100% 5,71¢
Impairment allowanc (16,969
Total Bank’s investment in subsidiaries, net 29,466
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Investments in subsidiaries, continued

Movements in the impairment allowance

for the year ended 31 December 2020

Movements in the investment in subsidiaries impairtrallowance for the year ended 31 December

2020 and 2019 are as follows:

2020 2019
'000 EUR '000 EUR
Bank Bank
Allowance for impairment
Balance at 1 January 16,€69 16,98:
Charge for the year 1,527 1
Reversal for the year (70) -
Sales of subsidiary (42) -
Liquidation of subsidiary (2 (15)
Balance at 31 December 18,382 16,969

Equity accounted investees

The Group owns a share in the following associdiet) associated companies provide information
services and their assets consist mainly from ptgp@d equipment for their operations. The tosskds
and revenues are not material to the Group.

Country of
incorpora- Principal Ownership  Amount of  Ownership  Amount of
Name tion activities % investment % investment
31 December 2020 31 December 2019
‘000 EUR ‘000 EUR
Railway
SIA “AED Rail information
Service' Latvia service 43.00% 2 43.00% 4
Railway
SIA “Dzelzcdu information
Tranats” Latvia service 49.12% - 49.12% -
Total 2 4
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Property and equipment

The Group

Land and Office

buildings, equipment
Cost/Revalued amount  Right of use Construction and
'000 EUR assets in progress Vehicles machinery  Advances Total
At 1 January 2020 39,692 571 2,626 17,095 21 60,005
Additions 508 - 60 300 311 1,179
Disposals (415) - (381) (1,273) - (1,969)
Transfers - - 306 18 (324) -
Disposal of subsidiary - - - (5) - (5)
Revaluation 17 - - - - 17
FX translation effect (172) (131) (10) (22) - (334)
At 31 December 2020 39,631 440 2,601 16,213 8 58,893
Depreciation
At 1 January 2020 7,510 7 2,041 12,023 - 21,581
Depreciation charge 1,057 1 160 474 - 1,692
Disposals (164) - (334) (1,291) - (1,689)
Disposal of subsidiary - - - (5) - (5)
FX translation effect (4) - (5) (25) - (34)
At 31 December 2020 8,399 8 1,862 11,276 - 21,545
Net carrying amount
At 31 December 2020 31,232 432 739 4,937 8 37,348
At 31 December 2019 32,182 564 585 5,072 21 38,424
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23 Property and equipment, continued
The Group, continued

Land and Office

buildings, equipment
Cost/Revalued amount  Right of use Construction and
'000 EUR assets in progress Vehicles machinery  Advances Total
At 1 January 2019 38,046 4,178 2,708 21,181 230 66,343
Additions - 548 138 325 20 1,031
Disposals (56) (26) (222) (501) - (805)
Transfers - (23) - 147 (124) -
Sale of subsidiary (900) - - (4,059) (105) (5,064)
Reclassification to
investment property - (4,175) - - - (4,175)
Revaluation (20) - - - - (10)
FX translation effect 79 69 2 2 - 152
Introduction of IFRS 16 2,533 - - - - 2,533
At 31 December 2019 39,692 571 2,626 17,095 21 60,005
Depreciation
At 1 January 2019 6,784 - 1,815 14,872 - 23,471
Depreciation charge 1,129 - 332 622 - 2,083
Disposals (70) - (215) (479) - (764)
Adjustment - - 112 - - 112
Sale of subsidiary (386) - - (2,981) - (3,367)
Transfer - 7 - @) - -
FX translation effect 53 - 3) (4) - 46
At 31 December 2019 7,510 7 2,041 12,023 - 21,581
Net carrying amount
At 31 December 2019 32,182 564 585 5,072 21 38,424
At 31 December 2018 31,262 4,178 893 6,309 230 42,872
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23 Property and equipment, continued

Revalued assets

As at 31 December 2020 and 2019, properties camgpisf office buildings and land were revalued
based on report by external independent and ge@dliffoperty appraisers with recent experienceén th
location and category of the property being valddw independent appraisers provide the fair value
the property portfolio every year.

The fair value measurement for property (land amttlings) has been categorised as a Level 3 in the
fair value hierarchy.

The following table shows the valuation techniquesd in measuring the fair value of the significant
items of property, as well as the significant urestaable inputs used. The remaining items of progert
belonging to the subsidiaries of the Group are idened to be not significant for the Bank and the

Group.
Significant Inter-relation between
unobservable significant unobservable inputs
Type Valuation technique inputs and fair value measurement
Office premises in Market comparison technique: Price per i— The fair value would increase
administrative building the fair value was based on 761 EUR (decreased) if the price pePm
in the net carrying results of comparable sales of (2019: EUR  was higher (lower).
amount of EUR 484  similar buildings 893)

thousand (2019: EUR
571 thousand) located
in Minsk, Belarus

Office building (17,071 Discounted cash flows techniqueRental income The estimated fair value would

m2) and land inthe  the model is based on discounteger n? of increase (decrease) if:
amount of EUR 28,813 cash flows from rental income. EUR 14.5 - Rental income per !
thousand (2019: EUR (2019: EUR was higher (lower)
29,471 thousand) 13) - The discount rate was
located in Riga, Latvia Discount rate lower (higher)
of 7% (2019: - Annual capital expense
6.5%)

are lower (higher)

- The occupancy rate was
higher (lower)
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The Bank

Land and

Buildings,

Right Office

‘000 EUR of use assets Vehicles equipment Advances Total
Cost/Revalued amount
1 January 2020 32,015 2,491 12,405 20 46,931
Additions - 29 101 311 441
Disposals (6,709) (316) (986) - (8,011)
Transfers - 306 18 (324) -
At 31 December 2020 25,306 2,510 11,538 7 39,361
Depreciation and impairment
losses
At 1 January 2020 1,711 1,955 8,611 - 12,277
Depreciation charge 1,356 144 143 - 1,643
Disposals - (288) (985) - (1,273)
At 31 December 2020 3,067 1,811 7,769 - 12,647
Net carrying amount
At 31 December 2020 22,239 699 3,769 7 26,714
At 31 December 2019 30,304 536 3,794 20 34,654

Land and

Buildings,

Right Construction Office

'000 EUR of use assets in progress Vehicles equipment Advances Total
Cost/Revalued amount
1 January 2019 - 3,518 2,572 12,339 124 18,553
Additions - 533 134 166 20 853
Disposals - - (215) (100) - (315)
Transfers - 124 - - (124) -
Reclassification to investment
property - (4,175) - - - (4,175)
Introduction of IFRS 16 32,015 - - - - 32,015
At 31 December 2019 32,015 - 2,491 12,405 20 46,931
Depreciation and impairment
losses
At 1 January 2019 - - 1,740 8,427 - 10,167
Depreciation charge 1,711 - 318 279 - 2,308
Disposals - - (215) (95) - (310)
Adjustment - - 112 - - 112
At 31 December 2019 1,711 - 1,955 8,611 - 12,277
Net carrying amount
At 31 December 2019 30,304 - 536 3,794 20 34,654
At 31 December 2018 - 3,518 832 3,912 124 8,386
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Intangible assets
The Group

'000 EUR

Cost amount

At 1 January 2020
Additions

Disposals

Transfers

FX translation effect
At 31 December 2020

Amortisation and impairment losses

At 1 January 2020
Amortisation charge
Disposals

FX translation effect
At 31 December 2020
Net carrying amount
At 31 December 2020
At 31 December 2019

'000 EUR

Cost amount

At 1 January 2019
Additions

Disposals

Sale of subsidiary
Transfers

At 31 December 2019

Amortisation and impairment losses

At 1 January 2019
Amortisation charge
Disposals

Sale of subsidiary

At 31 December 2019
Net carrying amount
At 31 December 2019
At 31 December 2018
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Goodwill Software Other Advances Total
1,069 13,336 59 734 15,198

- 87 4 93 184

- (12) - - (11)

- 97 - 97) -

- - (5) (1) (6)

1,069 13,509 58 729 15,365
- 13,070 36 - 13,106

- 326 4 - 330

- (11) 5 - (6)

- - 1) - (1)

- 13,385 44 - 13,429
1,069 124 14 729 1,936
1,069 266 23 734 2,092

Goodwill Software Other Advances Total
1,069 13,197 1,532 754 16,552

- - 21 119 140

- - (6) - (6)

- - (1,488) - (1,488)

- 139 - (139) -

1,069 13,336 59 734 15,198
- 12,531 1,182 - 13,713

- 539 8 - 547

- - (6) - (6)

- - (1,148) - (1,148)

- 13,070 36 - 13,106
1,069 266 23 734 2,092
1,069 666 350 754 2,839

Goodwill of EUR 1,069 thousand (2019: EUR69 thousand) originated on the acquisition of a

payment card business unit in 2001.
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‘000 EUR Goodwill Software Other  Advances Total
Cost amount

At 1 January 2020 1,069 13,549 36 24 14,678
Additions - 87 - 93 180
Transfers - 98 - (98) -
At 31 December 2020 1,069 13,734 36 19 14,858
Amortisation and impairment losses

At 1 January 2020 - 12,575 29 - 12,604
Amortisation charge - 326 5 - 331
Disposals - - - - -
At 31 December 2020 - 12,901 34 - 12,935
Net carrying amount

At 31 December 2020 1,069 833 2 19 1,923
At 31 December 2019 1,069 974 7 24 2,074
'000 EUR Goodwill Software Other  Advances Total
Cost amount

At 1 January 2019 1,069 13,411 40 45 14,565
Additions - - - 119 119
Disposals - - (6) - (6)
Transfers - 138 2 (140) -
At 31 December 2019 1,069 13,549 36 24 14,678
Amortisation and impairment losses

At 1 January 2019 - 12,037 30 - 12,067
Amortisation charge - 538 5 - 543
Disposals - - (6) - (6)
At 31 December 2019 - 12,575 29 - 12,604
Net carrying amount

At 31 December 2019 1,069 974 7 24 2,074
At 31 December 2018 1,069 1,374 10 45 2,498

Goodwill of EUR 1,069 thousand (2019:
payment card business unit in 2001.

EUR 1,069uand) originated on the acquisition of a
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25 Right-of-use assets and Lease liabilities

Property and equipment comprise owned and leasedsahat do not meet the definition of investment

property.
31 December 202031 December 202031 December 201931 December 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Property and equipment owned 35,414 4,475 36,289 4,350
Right-of-use assets 1,934 22,239 2,135 30,304
Total 37,348 26,714 38,424 34,654

The Group and the Bank leases land and buildimgstrhation about leases for which the Group is a
lessee is presented below.

Right-of-use assets
31 December 202031 December 202031 December 201931 December 2019

Land and Land and Land and Land and
buildings buildings buildings buildings
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Balance at 1 January 2,135 30,304 2,533 32,015
Depreciation charge for the
period (230) (1,356) (398) (1,711)
ROU change 29 (6,709) - -
Balance at 31 December 1,934 22,239 2,135 30,304

Lease liabilities

Lease liability is included in the position Otheabllities and accruals. For maturity analysis of
contractual undiscounted cash flows see note 4 (d).

Amounts recognized in profiobr loss
31 December 202031 December 202031 December 201931 December 2019

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Interest expense on lease 65 858 112 1,143
liabilities
Depreciation charge 230 1,356 398 1,711
Total 295 2,214 510 2,854
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26 Investment property

Investment property comprises residential propedied commercial properties, such as land or pérts
buildings, and premises owned by the Group companikich the Group does not occupy.

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
‘000 EUR 000 EUR  '000 EUR  '000 EUR

Group Bank Group Bank
Balance at 1 January 90,059 35,114 84,373 9,343
Disposal of subsidiary (note 44) (8,377) - (2,117) -
Acquisition of subsidiary 58 - 1,322 -
Transferred from loans - - - 23,335
Transferred from property and equipment - - 4,175 ,178
Transferred to Non-current assets held for sale ,633) - (596) (596)
Additions 14,229 8,685 7,959 75
Disposals/Sales (4,178) (3,300) (5,984) (877)
Revaluations (2,556) 392 279 (341)
Currency revaluation (2,723) - 648 -
Balance at 31 December 81,879 40,891 90,059 35,114

Rental income and operating expense for the yedea@dB81 December 2020, the Group:

Carrying amount Rental income Operating expenses
'000 EUR ‘000 EUR ‘000 EUR
Investment property rented 44,48: 2,81¢ 1,65¢€
Investment property held for value
appreciatio 37,39t - 324
Total 81,879 2,816 1,980

Rental income and operating expense for the yedea@dB81 December 2019, the Group:

Carrying amount Rental income Operating expenses
'000 EUR ‘000 EUR ‘000 EUR
Investment property rented 45,67 3,631 1,64¢
Investment property held for value
appreciatio 44,38 - 74¢
Total 90,059 3,631 2,392

Rental income and operating expenses are presentder Other income (Other expenses) in the
statements of profit or loss.

All investment properties represent Level 3 faiueshierarchy.
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26 Investment property, continued

The following table shows the valuation techniqsediin measuring fair value of investment propertyhe
Group and significant unobservable inputs uggeet 31 December 2020:

Carrying
amount
Type Valuation technique Significant unobservablénputs ‘000 EUR
Residential property Market comparison technique: The Average price per At
- Riga fair value was based on results of EUR 312 — 2,600 8,386
- Jurmala comparable sales of similar propertiesur 434 — 2,406 6,048
- Other areas in EUR 518 — 1,613 6,393
Latvia
Land Market comparison technique: The Average price per frf
- Riga fair value was based on results of EUR 2.5 - 67 5,158
- Jurmala comparable sales of similar land plotEyRr 7 — 27 1,210
- Other areas in EUR 0.2 -50 6,699
Latvia
Commercial Market comparison technique: The Average price per At
property fair value was based on results of
- Riga comparable sales of similar propertieg UR 459 — 1,333 14,637
- Other areas in EUR 216 5,277
Latvia
- Belarus EUR 311 386
- Moscow, Russia EUR 1,060-3,103 11,935
- Riga region Discounted cash flows technique: ThRental income per fn 2,143
model is based on discounted cash EyUR 3.8-8.38
flows from rental income Annual discount rate of 6-8%
Collection rate 90-100%

Commercial Discounted cash flows technique: Thé&nnual discount rate of 12% 5,935
property model is based on discounted cash Average annual price per room
- Hotels (Latvia) flows from rental income EUR 22,664
- Port terminal Discounted cash flows technique: Thincome from palm oil products 4,140

(Ventspils)

model is based on discounted cash transhipment 12.59 EUR / t.
flows from transhipment, storage andTranshipment volume limit up to

blending of palm oil products

200 thousand tons per year.

Annual discount rate of EBITDA
12.7%. Capitalization rate 10.7%.

- Residential, office  Market comparison technique: The Average sales price perrh 3,532
and shop premises fair value was based on results of EUR 685-972

(Riga) comparable sales of similar properties

Total 81,879

* sales prices are market prices for similar pripsfadjusted for certain criteria such as land folotage adjustment, location area adjustment,
property condition, offer price adjustment, resgtin the significant unobservable inputs.

Inter-relation between significant unobservable inpits and fair value measurement the fair value would increase (decreased) if theepr
per nt was higher (lower), rental income per m2 was higlever), the discount rate was lower (higher)nzal capital expense is lower
(higher), the occupancy rate was higher (lower).
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26 Investment property, continued

The following table shows the valuation technigsediin measuring fair value of investment propeftihe
Group and significant unobservable inputs uggeet 31 December 2019:

Carrying
amount
Type Valuation technique Significant unobservablénputs ‘000 EUR
Residential property Market comparison technique: The Average price per At
- Riga fair value was based on results of EUR 1,390 — 2,516 8,996
- Jurmala comparable sales of similar propertiesur 902 — 2,479 3,653
- Other areas in EUR 919 — 1,488 8,007
Latvia
Land Market comparison technique: The Average price per frf
- Riga fair value was based on results of EUR 3-70 5,249
- Jurmala comparable sales of similar land plotEyUR 7 — 63 1,544
- Other areas in EUR 0.3-23 7,470
Latvia
Commercial Market comparison technique: The Average price per At
property fair value was based on results of
- Riga comparable sales of similar propertieg UR 276 — 1,485 19,791
- Other areas in EUR 67 — 204 255
Latvia
- Belarus EUR 549 801
- Moscow, Russia EUR 1,664-3,550 8,524
- Riga region Discounted cash flows technique: ThRental income per fn 2,321
model is based on discounted cash EUr 4.5
flows from rental income Annual discount rate of 6%
Commercial Market comparison technique: The Average price per frfor
property fair value was based on results of  renovated premises* 8,619
- Residential and comparable sales of similar propertieEUR 2,300-2,500
commercial premises Rental income per m2
(Riga) EUR 3.5- 4.75
Annual discount rate of 7%
- Hotels (Latvia) Discounted cash flows technique: Thé&nnual discount rate of 8.5-9.5% 7,158
model is based on discounted cash EUR 35 — 250 income per hotel
flows from rental income room
The occupancy rate increasing
over time from 37% to 60%
- Terminal Discounted cash flows technique: Théncome from palm oil products 4,140
(Ventspils) model is based on discounted cash transhipment 12.59 EUR / t.
flows from transhipment, storage andTranshipment volume limit up to
blending of palm oil products 200 thousand tons per year.

Annual discount rate of EBITDA
12.7%. Capitalization rate 10.7%.

- Residential, office  Market comparison technique: The Average sales price perrh 3,531
and shop premises fair value was based on results of EUR 677-989

(Riga) comparable sales of similar properties

Total 90,059

* sales prices are market prices for similar propsradjusted for certain criteria such as land folotage adjustment, location area adjustment,
property condition, offer price adjustment, resgtin the significant unobservable inputs.

Inter-relation between significant unobservable inpits and fair value measurement the fair value would increase (decreased) if theepr
per n? was higher (lower), rental income per m2 was highmver), the discount rate was lower (higher)nzal capital expense is lower
(higher), the occupancy rate was higher (lower).
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Other assets
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Other financial assets
Cash in transit 6,759 6,452 27,238 27,199
Other 1,521 19 48 20
Other non-financial assets
Collateral assumed on non-performing
loans - - 2,387 2,387
Prepayments 1,900 763 1,725 436
Recoverable VAT 982 117 2,328 -
Other debtors 2,904 1,717 3,225 1,171
Other 5,642 4,036 6,289 3,980
Impairment allowance (974) (200) (2,354) (2,128)
18,734 12,904 40,886 33,065

Analysis of movements in the impairment allowance

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR ‘000 EUR
Group Bank Group Bank
Balance at 1 January 2,354 2,128 3,649 3,331
Charge for the year 622 - 809 702
Recovery (50) (15) (16) (12)
Disposal of subsidiary (9) - - -
Acquisition of subsidiaries - - 4 -
Written off (1,940) (1,910) (2,096) (1,897)
Currency revaluation 3) 3) 4 3
Balance at 31 December 974 200 2,354 2,128

Deposits and balances due to banks
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Vostro demand accounts 4,482 4,465 2,920 2,920
4,482 4,465 2,920 2,920

Concentration of deposits and balances due to banks

As at 31 December 2020 the Bank and the Group leantes with three clients (four as at
31 December 2019), which exceeded 10 % of totabsiepand balances from banks. The gross value
of these balances as of 31 December 2020 was E48® thousand, EUR 1,377 thousand, EUR 873
thousand accordingly (2019: EUR 941 thousand, EB&RtBousand, EUR 663 thousand and EUR 344
thousand).
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29 Current accounts and deposits due to customers

31 Dec 202031 Dec 2020 31 Dec 201931 Dec 2019
‘000 EUR  '000 EUR  '000 EUR  '000 EUR

Group Bank Group Bank
Private companies
- current accounts 374,511 386,808 448,007 463,438
- term deposits 42,154 42,132 32,978 32,556
Total private companies 416,665 428,940 480,985 495,994
Government
- current accounts 90 90 45 45
- term deposits 8 - 13 -
Total government 98 90 58 45
Private individuals
- current accounts 233,079 233,079 254,557 254,557
- term deposits 422,614 420,315 584,233 581,933
Total private individuals 655,693 653,394 838,790 836,490
Total current accounts and deposits due to 1072456 1082424 1319833 1332529

customers

(@) Geographical analysis
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank
Latvia 241,290 247,963 284,363 289,916
Other OECD countries 462,88¢ 462,88¢ 588,43( 595,76¢
Non-OECD countries 368,278 371,57¢ 447,04( 446,84

1,072,456 1,082,424 1,319,833 1,332,529

(b)  Concentrations of current accounts and ctismer deposits

As of 31 December 2020 and 2019, the Bank and tbapzhad no customers, whose balances exceeded
10% of total customer accounts.

(c) Subordinated deposits

As of 31 December 2020 the Bank and the Group bhdrdinated deposits of EUR 55,947 thousand
(2019: EUR 64,640 thousand).
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On 1th October 2018 Rietumu Lizing OOO. issued cmsasd bonds with maturity of three years and
interest payments quarterly, interest rate 6% adhniiae Group is in full compliance with the termada
conditions of issued debt securities as at 31 Dbeer2020 and 2019.

Balance at 1 January

Change from financing cash flows
Purchased

Repaid

Accrued interest

Currency translation

Total changes from financing cash flows

Balance at 31 December

Other liabllities and accruals

2020 2019
'000 EUR '000 EUR
Group Group

712 62

31¢€ 65(

(291, -

46 -

(170 -

(99) 650

613 712

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank
Other financial liabilities
Management bonus accrual 4,966 4,955 3,545 3,532
Deposits guarantee fund 338 338 436 436
Estimated liability for FCMC 158 158 203 203
Dividends payable 107 107 416 416
Lease liability 1,908 22,910 2,262 30,840
Cash in transit 3,300 - - -
Other 1,737 39 638 207
Other non-financial liabilities
Deferred income 4,09¢ 360 3,78¢ 49(
Annual leave accrual 157E 1,1C0 1,48: 1,02(
VAT payable 571 - 374 26(
Prepayments 21¢ 114 37¢ 268
Accounts payable to suppliers 2,39¢ 10t 3,591 21z
Accrued liabilities 3,65¢ 3,49( 2,72¢ 2,14¢
Other 631 32t 1,617 1,23¢

25,657 34,001 21,450 41,257
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32 Deferred tax asset and liability

Temporary differences between the carrying amoahtassets and liabilities for financial reporting
purposes and the amounts used for taxation purpgsesrise to net deferred tax liabilities as of
31 December 2020 and 2019.

These taxable and tax-deductible temporary difleenwhich have no expiry dates, are listed below a
their tax affected accumulated values:

The Group
Assets Liabilities Net

'000 EUR 2020 2019 2020 2019 2020 2019
Property and equipment 100 14& (32) (22) 68 122
Investment property 101 63 (255) (305 (154) (242
Other assets 82¢ 17¢ (13 (72) 81¢ 107
Other liabilities 37 30 (310) (10) (273) 20
Total recognised deferred

tax assets/(liabilities) 1,067 417 (610) (409) 457 8
Recognised deferred tax 457 8

The rate of tax applicable for deferraxks equals tax rates applicable in countries inwdubsidiaries
operate, as disclosed in Note 15.

Movement in temporary differences during the year aded 31 December 2020

The Group 2020 2019
'000 EUR '000 EUR

Balance at 1 January — deferred tax liability (99) (46)
Balance at 1 January — deferred tax asset 107 173
Charge to profit for the year 500 (237)
Acquisition of subsidiary - 85
Currency revaluation (51) 33
Balance at 31 December 457 8
Deferred tax asset 583 107
Deferred tax liability (126) (99)

Deferred tax asset and liability are shown netrmlividual subsidiaries level, but are not nettedhan

Group level.
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33 Share capital and reserves

(@) Issued capital and share premium
The largest shareholders of the Bank as of 31 Deee2020 are as follows:

2020
'000 EUR %
A category registered shares
Companies non-residents
Boswell (International) Consulting Limited 47,111 3.31%
Companies residents
SIA “Esterkin Family Investments” 47,125 33.12%
SIA “Suharenko Family Investments” 24,665 17.34%
Other 1,579 1.10%
Private person
21,807 15.33%
A category registered shares, total 142,287 100%
B category registered shares
Companies 13,864
Private persons 12,765
B category registered shares, total 26,629
Issued capital 168,916
Share premium 52,543

The holders of A category registered shares aiideghto receive dividends as declared from time to
time and are entitled to one vote per share atarand general meetings of the Bank and to residual
assets.

B category registered shares are non-voting shianégts holders also are entitled to receive divids
as declared from time to time.
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Share capital and reserves, continued
The largest shareholders of the Bank as of 31 Deee2019:

2019
'000 EUR %
A category registered shares
Companies non-residents
Boswell (International) Consulting Limited 47,111 3.31%
Companies residents
SIA “Esterkin Family Investments” 47,125 33.12%
SIA “Suharenko Family Investments” 24,665 17.34%
Other 1,579 1.10%
Private person
21,807 15.33%
A category registered shares, total 142,287 100%
B category registered shares
Companies 13,616
Private persons 13,013
B category registered shares, total 26,629
Issued capital 168,916
Share premium 52,543

Preference shares are shares which have prefevgacerdinary shares for payment of dividend. The
dividend is defined as percentage of issuance pndef not paid, it is accumulated. It is upon Ban

discretion to delay the dividend payments indediyit Preference share shareholders do have voting

rights if dividends are not received or are pamtigeived for two consecutive years.

In June 2019, the Bank's Shareholders decidednrtate non-voting preference shares and replace
them with B category dematerialized registered vating shares and to approve the Bank's Statutes in

a new wording.

Dividends

Dividends are proportionately divided between aadinand preference shares, or A category and B

category shares.

2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Change from financing cash flows
Dividend paid - - 173,99! 173,99!
Dividends paid to non-controlling interest
shareholders 1,47C - 1,71¢ -
Total changes from financing cash flows 1,470 - 175,708 173,995

Dividend per share in year 2019 amounted to 1.42R.

Other reserves

Out of all Other reserves those amounting to EURh28sand at the Bank (2019: EUR 23 thousand)

represent contributions made by shareholders wiqurs years.
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33 Share capital and reserves, continued

(d) Fair value reserve
The fair value reserve represents the changesérimatae of financial assets at fair value throwgher
comprehensive income.
Movements in fair value reserve
Movements in the fair value reserve net of taxthar year ended 31 December 2020 and 2019 are as

follows:
2020 2020 2019 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Balance at 1 January 3,57¢ 3,57¢ (2,246 (2,246
Revaluation during the period (1,257 (1,257 5,32¢ 5,32¢
Change in expected credit losses during the
period (624, (624, 49t 49t
Balance at 31 December 1,697 1,697 3,578 3,578

(e) Revaluation reserve

A revaluation reserve represents the increaseeiriain value of real estate properties classifindau
Property and equipment.

2020 2020 2019 2019

'000 EUR '000 EUR '000 EUR ’'000 EUR

Group Bank Group Bank

Revaluation reserve as at 1 January 1,890 - 1,914 -
Transfer to retained earnings (24) - (27) -
Revaluation of property and equipment 3 - 3 -
Revaluation reserve as at 31 December 1,869 - 1,890 -
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Cash and cash equivalents

Cash and cash equivalents consist of the following:
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR ‘000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Cash 851 829 1,519 1,502
Balances due from the Bank
Latvia 260,511 260,511 501,570 501,570
261,362 261,340 503,089 503,072
Demand loans and receivables
from banks 77,24C 76,81¢ 81,49 80,91:
Demand deposits and balances
due to banks (4,482) (4,465) (2,920 (2,920
Total 334,120 333,693 581,662 581,063

Commitments and guarantees
In line with the lending activity the Bank enteméad commitments to issue loans. These commitments
take the form of approved but not yet issued loarejit card limits and overdrafts.

The Bank provides financial guarantees and letiecsedit to guarantee the performance of customers
to third parties. These agreements have fixeddianiid generally extend for a period of up to fiearg.

The contractual amounts of commitments are seinotite following table by category. The amounts
reflected in the table for guarantees and lettérsredit represent the maximum credit exposure that
would be recognised at the reporting date if capaiies failed completely to perform as contracted

The total outstanding contractual commitments tiemck credit indicated above does not necessarily
represent future cash requirements, as these camanits may expire or terminate without being funded.

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank
Contracted amount
Loan commitments 95,495 150,762 95,736 137,942
Financial guarantees 7,758 7,758 13,833 13,833
Other commitments 143 143 107 107
Total commitments and guarantees 103,396 158,663 109,676 151,882
Provisions (191) (225) (105) (154)

103,205 158,438 109,571 151,728

Net exposure
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35 Commitments and guarantees, continued
Movements in the provisions for commitments and gaistees, 31 Dec 2020:

The Group, EUR’000

Opening balance Origination Repayments Changes in Closing balance
1 Jan 2020 and acquisition and disposals credit risk, net 31 Dec 2020
Stage 1 10% 152 (82) 1€ 191
Stage ! - 1 - (1) -
Stage ! - - (1) 1 -
Total 105 153 (83) 16 191

The Bank, EUR’000

Opening Origination Changes in

balance and Repayments credit risk, Other Closing balance

1 Jan 2020 acquisition and disposals net adjustments 31 Dec 2020
Stage 1 122 157 (89) 37 (1) 226
Stage ! 32 1 - (33) - -
Stage ! - - (1) 1 - (1)
Total 154 158 (90) 5 (1) 225

Movements in the provisions for commitments and gaistees, 31 Dec 2019:

The Group, EUR’000

Opening Origination Repayment
balance and s and Changes in Other Closing balance
1Jan 2019 acquisition disposals credit risk, net adjustments 31 Dec 2019
Stage 1 75 19C (49) (109, ) 105
Stage . 1 - - (1) - R
Stage ! - - (2) 2 - -
Total 76 190 (51) (108) (2) 105
The Bank, EUR’'000
Opening
balance Origination and Repayments and Changes in Closing balance
1 Jan 2019 acquisition disposals credit risk, net 31 Dec 2019
Stage 1 127 192 (54) (143, 122
Stage 11 5 (6) 22 32
Stage . - - (2) 2 -
Total 138 197 (62) (119) 154
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Provisions
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Provisions for possible obligations
— Litigations (Note 37 (b)) 34,00( 34,00( 34,00( 34,00(
Provisions for commitments
and guarantees (Note 35) 191 22t 10¢ 154
Total 34,191 34,225 34,105 34,154
Movements in the provisions:
2020 2020 2019 2019
EUR’000 ‘000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Balance at 1 January 34,105 34,154 34,076 34,138
Increase/(decrease) of provisions for
commitments and guarantees (Note 35) 86 71 29 16
Balance at 31 December 34,191 34,225 34,105 34,154

Litigations

(a) Ordinary legal proceedings

In the ordinary course of business, the Bank amdGhnhoup are involved in a number of judicial
proceedings brought against the Bank and the Gbguits customers, in respect of matters such as
ownership and property rights, cancellation or lemgle of the transactions or contracts and monetary
claims. As at 31 December 2020, there were 15 tggsi proceedings against the Bank and the Group
with a total amount under dispute of EUR 615 thadsg@1 December 2019: EUR 401 thousand). The
ultimate outcome of any such litigation is uncertand any position taken by the Management Board
involves significant judgement and inherent estiamatincertainty. In respect of the above litigation
proceedings, no liability (provision) has been grared as in the Management Board’s view, supported
by the result of the analysis by the Bank’s extelegal advisers, the likelihood of any loss (ool of
economic resources) arising therefrom is possétleer than probable.

(b) Litigation in France

The Bank is defendant in a court case for allegedlvement in tax evasion and aggravated money
laundering. Criminal investigation in France stditeJJuly 2011 (further to enquiries from that coyis

tax authorities in respect of another (unrelatedilye- France Off Shore) focusing on alleged teason
offences committed by that entity. Within that istigation the Bank, and former head of its
representative office in Paris were placed undgestigation for suspicion of aggravated money
laundering on 12 December 2012.

On 6 July 2017, the 32nd section of the Paris GranCourt ruled in its first instance judgment ttreg
Bank was guilty of aggravated money laundering byiging assistance, as a bank, to placement,
concealment or conversion operations of the prooted offence. The Court ordered the Bank to pay
a criminal fine of EUR 80 million and damages, fbirand severally with the other defendants, of EUR
10 million to the French State and EUR100 thousamudt expenses. In addition, the Bank was ordered
to stop any banking activities in France for 5 gedihe Bank lodged its appeal against the firsaimse
judgement on 12 July 2017, followed by an appeahleyPublic Prosecutor, to leave the upper limit of
the amount of any penalties above that includetthénfirst instance court’s sentence. The dateHer t
appeal court hearing has been planned to take |ac8eptember 2019 but was suspended to May
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Litigations, continued

2020. The date for the appeal court hearing has pieaned to take place in the middle of May 2020.
Due to the Covid-19 situation, the case will besidered in February 2021.The Management Board
intends to cooperate with all relevant authoriirethe proceeding. However, although there candoe n
assurance as to the ultimate outcome of the dasddnk believes to have a meritorious defence, and
so it intends to vigorously defend its position. émg other things, the amounts the Bank was serdence
to pay appear inflated and ungrounded based onrtterstanding of the French criminal law by the
Bank and its legal advisers.

As at 31 December 2017, the Bank recognized a gimviamounting to EUR 20 million and as at 31
December 2018 EUR 14 million (total EUR 34 milliomhich it believes to be the best estimate of the
expenditure to be ultimately required to settle tiiigation, including fines, damages, procedural
expenditure and expected legal expenses.

Accordingly, due to the inherent uncertainty assted with the proceedings of such nature as
exacerbated by the above factors, while the Bawkthe Group believe the amount of the provision
recognized in these separate and consolidatedcialastatements to represent their best estimatteeof
expenditure to be ultimately required to settledhkgation, the actual expenditure required ttles¢he
said claim may be substantially in excess of tlaseunts reserved.

Trust and custody activities

Trust activities

Funds under trust management represent securitibsther assets managed and held by the Bank and
the Group on behalf of customers. The Bank andstfoeip earn commission income for holding such
assets. The Bank and the Group are not subjecteest, credit, liquidity, price and currency risk

with respect of these securities in accordance thigragreements concluded with the customers. As at
31 December 2020 the total assets held by the Gaodghe Bank on behalf of customers and assets
under management were EUR 227,345 thousand (201R:2H.2,889 thousand).
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Related party transactions

Related parties are defined as shareholders whmgignificant influence over the Bank, companies in
which they have a controlling interest, memberthefCouncil and Board of Directors, key management
personnel, their close relatives and companieshitiwthey have a controlling interest, as well as
subsidiaries and associated companies.

'000 EUR 31 Dec 2020 31 Dec 2019
Other
Subsidiaries and Key mana- Other Subsidiaries Key mana- related
associates gement related parties and associates gement parties
Loans and
receivables due
from customers 126,574 57 29,361 143,082 87 28,331
Expected credit
losses (2,699) (2) (89) (18,488) (1) (78)

Current accounts
and deposits due

customers 12,457 25,904 75,69¢€ 15,53 35,72 100,40t
Equity instruments . - - - - -

Commitments ar

Contingencies 55,48 447 4,62¢ 42447 462 521
Provisions (34) (22) (7) (48) (5) (€8]
Interest income 6,692 3 1,09: 7,34¢ 5 947
Interest expense - (892) (743, - 871 477
Fee and

commission income 8 29 54 26 5 75
Fee and

commission

expense - - - - - 67
Lease payments 1,846 - - 2,120 - -

All transactions have been conducted on an armgtfebasis.

Total remuneration included in General administeaixpenses (Note 14):
31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Members of the Council 499 479 499 477
Members of the Board of

Directors 1,148 655 1,833 1,347

Total 1,647 1,134 2,332 1,824

During the year 2020, the Bank received dividemdsfits subsidiary SIA “InCREDIT GROUP” in the
amount of EUR 1,530 thousand (2019: EUR 1,783 thod)s from Rietumu Lizing OOO in the amount
of EUR 984 thousand (2019: EUR 1,008 thousand)fieomd AS “Rietumu Asset Management” IPS in
the amount of EUR 378 thousand (2019: EUR 326 thod)s
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40 Fair value of financial assets
(@) Financial assets measured at fair value

The table below analyses financial assets measuridr value at the end of the reporting periog, b
the level in the fair value hierarchy into whicke thair value measurement is categorised.

The Group

31 Dec 2020 Level (1) Level (2) Level (3) Total
Financial assets
Financial assets at fair value through other cohmgmsive

income 317,045 27,291 160 344,496
Financial assets at fair value through profit @slo 14,997 697 556 16,250
Financial liabilities
Financial assets at fair value through profit @slo - 54 - 54
31 Dec 2019 Level (1) Level (2) Level (3) Total

Financial assets
Financial assets at fair value through other cofmgmesive

income 270,738 19,691 61 290,490
Financial assets at fair value through profit @slo 9,025 538 592 10,155
Financial liabilities
Financial assets at fair value through profit @slo - 94 - 94

The Bank
31 Dec 2020 Level (1) Level (2) Level (3) Total

Financial assets
Financial assets at fair value through other cofmgmesive

income 317,045 27,291 160 344,496
Financial assets at fair value through profit @slo 14,997 697 447 16,141
Financial liabilities

Financial assets at fair value through profit @slo - 54 - 54
31 Dec 2019 Level (1) Level (2) Level (3) Total

Financial assets
Financial assets at fair value through other cohmgmsive

income 270,738 19,691 61 290,490
Financial assets at fair value through profit @slo 9,025 538 486 10,049
Financial liabilities

Financial assets at fair value through profit @slo - 94 - 94
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40 Fair value of financial assets, continued

The following table shows the valuation techniqussd in measuring Level 2 fair values:

Type Valuation technique

Financial assets and Market comparison technique: The fair values asetan broker quotes. Similar

liabilities at fair value contracts are traded in an active market and téegueflect the actual

through profit or loss transactions in similar instruments.

Financial assets at fair Equity instruments - the fair values are basedpvea size, market capitalization,

value through other  position size in relation to daily trading volunBonds — size of spread, size of

comprehensive incomeemission, credit quality, the presence of an actiaeket, the weighted average
market price based on quotations in the Bloombemgihal.

Financial assets not measured at fair value

The table below analyses the fair values of finane$sets not measured at fair value, by the levbe
fair value hierarchy into which each fair value s@@ment is categorised.

The Group
Total
Total fair carrying
31 December 2020 Level 1 Level 2 Level 3 values amount

'000 EUR '000 EUR '000 EUR '000 EUR ‘000 EUR
Financial assets

Deposits and balances due from b - - 261,362 261,362 261,362
Loans and receivables due from
customer - - 77,240 77,240 77,240
Debt securities at amortised ¢ 60,422 - - 60,422 64,291
Other financial asse - - 8,280 8,280 8,280
Financial liabilities
Deposits and balances due to b - - 4,482 4,482 4,482
Deposits and balances due to
customer - - 1,072,456 1,072,456 1,072,456
Issued debt securiti - - 613 613 613
Other financial liabilitie - - 12,514 12,514 12,514
Total
Total fair carrying
31 December 2019 Level 1 Level 2 Level 3 values amount

'000 EUR  '000 EUR '000 EUR  ’'000 EUR ‘000 EUR

Financial assets

Deposits and balances due from banks - - 81,493 81,493 81,493
Loans and receivables due from

customers - - 585,291 585,291 585,291
Debt securities at amortised cost 60,400 - - 60,400 60,536
Other financial assets - - 27,286 27,286 27,286
Financial liabilities

Deposits and balances due to banks - - 2,920 2,920 2,920
Deposits and balances due to customers - - 1,319,833 1,319,833 1,319,833
Issued debt securities - - 712 712 712
Other financial liabilities - - 7,500 7,500 7,500
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40 Fair value of financial assets, continued

The Bank
Total
Total fair carrying
31 December 2020 Level 1 Level 2 Level 3 values amount

‘000 EUR '000 EUR '000 EUR '000 EUR ‘000 EUR

Financial assets
Deposits and balances due from

banks - - 76,818 76,818 76,818

Loans and receivables due from

customers - - 606,346 606,346 606,346

Debt securities at amortised cost - - - - 64,291

Other financial assets - - 6,471 6,471 6,471

Financial liabilities

Deposits and balances due to banks - - 4,465 4,465 4,465

Deposits and balances due to

customers - - 1,082,424 1,082,424 1,082,424

Other financial liabilities - - 28,507 28,507 28,507

Total

Total fair carrying

31 December 2019 Level 1 Level 2 Level 3 values amount

'000 EUR 000 EUR '000 EUR '000 EUR ‘000 EUR
Financial assets
Deposits and balances due from

banks - - 80,911 80,911 80,911
Loans and receivables due from

customers - - 638,523 638,523 638,523
Debt securities at amortised cost 60,400 - - 60,400 60,536
Other financial assets - - 27,219 27,219 27,219
Financial liabilities

Deposits and balances due to banks - - 2,920 2,920 2,920
Deposits and balances due to

customers - - 1,332,529 1,332,529 1,332,529
Other financial liabilities - - 35,634 35,634 35,634

The fair value of financial assets and liabilitreeasured at amortized cost, except for debt sexurit
measured at amortised cost, is measured usingutitgnbcash flows. Discounting rate is derived from
market interest rate adjusted for risk relatednttividual instruments. Fair value of debt secusitié
amortized cost is measured based on individual ehguice.
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41 Currency analysis

The following table shows the currency structurdimfincial assets and liabilities of the Group &s a
31 December 2020:

The Group

Other
EUR USD currencies Total
'000 EUR '000 EUR '000 EUR '000 EUR
Financial assets

Cash and balances with Bank of Latvia 26C,974 28¢ 10C 261,362
Financial assets at fair value through profit @slo 1,239 1491¢ 92 16,250
Deposits and balances due from banks 10,385 52,757 14,09¢ 77,240
Loans and receivables due from customers 484, 23. 74,92C 934 560,086
Financial assets at fair value through other

comprehensive income 224,014 120,351 131 344,496
Debt securities at amortised cost 61,11= 3,17¢ - 64,291
Other financial assets 4,28¢ 2,37¢ 1,61¢€ 8,280
Total financial assets 1,046,245 268,789 16,971 1,332,005

Financial liabilities
Financial instruments at fair value through profit

or loss 54 - - 54
Deposits and balances due to banks 1,267 3,00¢ 207 4,482
Current accounts and deposits due to customers 875,203 173,912 23341 1,072,456
Issued debt securities - 612 - 613
Other financial liabilities 11,95« - 56( 12,514
Total financial liabilities 888,478 177,533 24,108 1,090,119
Net position as of 31 December 2020 157,767 91,256 (7,137)

Net off balance sheet position as of

31 December 2020 55,070  (63,550) 8,480

Net total positions as of 3December 2020 212,837 27,706 1,343

Net total positions as of 31 December 2019 222,603 5,995 (1,317)
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41 Currency analysis, continued

The following table shows the currency structurdimfincial assets and liabilities of the Group &s a
31 December 2019:

The Group

Other
EUR USD currencies Total
'000 EUR '000 EUR ’'000 EUR ’'000 EUR

Financial assets

Cash and balances with Bank of Latvia 502,56¢ 18C 34C 503,089
Financial assets at fair value through profit @slo 1,04¢ 8,94¢ 15¢ 10,155
Deposits and balances due from banks 2.,50¢ 58,52¢ 20,46( 81,493
Loans and receivables due from customers 485,90t 98,16« 1,221 585,291
Financial assets at fair value through other

comprehensive income 218,69( 71,80( - 290,490
Debt securities at amortised cost 60,53¢ - - 60,536
Other financial assets 2,25¢ 20,48: 4,54¢ 27,286
Total financial assets 1,273,509 258,103 26,728 1,558,340

Financial liabilities
Financial instruments at fair value through profit

or loss 94 - - 94
Deposits and balances due to banks 1,12( 1,574 22€ 2,920
Current accounts and deposits due to customers1,097,94 186,98: 34,90¢ 1,319,833
Issued debt securities - - 712 712
Other financial liabilities 6,822 - 67¢ 7,500
Total financial liabilities 1,105,976 188,558 36,525 1,331,059
Net position as of 31 December 2019 167,533 69,545 (9,797)

Net off balance sheet position as of

31 December 2019 55,070  (63,550) 8,480

Net total positions as of 3December 2019 222,603 5,995 (1,317)

Net total positions as of 31 December 2018 300,823 30,142 30,463
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The following table shows the currency structurdindncial assets and liabilities of the Bank as at

31 December 2020:
The Bank

Financial assets

Cash and balances with Bank of Latvia
Financial assets at fair value through profit @slo
Deposits and balances due from banks

Loans and receivables due from customers

AS “Rietumu Banka”
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for the year ended 31 December 2020

Financial assets at fair value through other cotmgmsive

income

Debt securities at amortised cost
Other financial assets

Total financial assets

Financial liabilities

Financial instruments at fair value through profiloss

Deposits and balances due to banks
Current accounts and deposits due to customers
Other financial liabilities

Total financial liabilities

Net position as of 31 December 2020

Net off balance sheet position as of 31 December220

Net total positions as of 31 December 2020
Net total positions as of 31 December 2019

Other
EUR USD currencies Total
'000 '000
EUR EUR ’'000 EUR '000 EUR
26(,952 28¢ 100 261,340
1,131 14,91¢ 92 16,141
9,98( 52,75C 14,08¢ 76,818
534,062 70,81¢ 146¢ 606,346
224,014 12(,351 131 344,496
61,11% 3,17¢ - 64,291
247¢ 2,37¢€ 1,61¢€ 6,471
1,093,731 264,676 17,496 1,375,903
54 - - 54
1,267 3,00¢ 19C 4,465
882,67C 176,404 23,35C 1,082,424
28,10¢ - 39¢ 28,507
912,099 179,412 23,939 1,115,450
181,632 85,264 (6,443)
72,560 (77,823) 5,888
254,192 7,441 (555)
238,932 815 (124)
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41 Currency analysis, continued

The following table shows the currency structurdindncial assets and liabilities of the Bank as at
31 December 2019:

The Bank
Other

EUR USD currencies Total

'000 '000

EUR EUR ’'000 EUR '000 EUR
Financial assets
Cash and balances with Bank of Latvia 502,55: 18C 34C 503,072
Financial assets at fair value through profit @slo 942 8,94¢ 15¢ 10,049
Deposits and balances due from banks 2,121 58,51° 20,27: 80,911
Loans and receivables due from customers 540,85t 95,75( 1,917 638,523
Financial assets at fair value through other cotmgmsive
income 218,69( 71,80( - 290,490
Debt securities at amortised cost 60,53¢ - - 60,536
Other financial assets 2,197 20,47 4,54¢ 27,219
Total financial assets 1,327,894 255,669 27,237 1,610,800
Financial liabilities
Financial instruments at fair value through profiloss 94 - - 94
Deposits and balances due to banks 1,12( 1,57« 22¢€ 2,920
Current accounts and deposits due to customers 1,107,86. 189,73( 34,937 1,332,529
Other financial liabilities 34,95¢ - 67¢ 35,634
Total financial liabilities 1,144,032 191,304 35,841 1,371,177
Net position as of 31 December 2019 183,862 64,365 (8,604)
Net off balance sheet position as of 31 DecemberlZ0 55,070 (63,550) 8,480
Net total positions as of 31 December 2019 238,932 815 (124)
Net total positions as of 31 December 2018 392,805 37,625 (6,089)
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42 Interest rate risk analysis

The following table shows the interest rate congdcee-pricing risk of financial assets and liakdk of
the Group as at 31 December 2020, based on theredrtontractual interest rate repricing or mgur

More Non-
Less than 1to3 3 months 1to5 than interest
1 month months  to 1 year years 5years bearing Total

000 EUR '000 EUR '000 EUR ’'000 EUR '000 EUR '000 EUR ’'000 EUR

Financial assets

Cash and balances

with Bank of Latvia 26(,511 - - - - 851 261,362
Financial assets at

fair value through

profit or loss - - - - - 16,25C 16,250
Deposits and

balances due from

banks 43,85¢ - - - - 33,381 77,240
Loans and

receivables due from

customers 100,99C 175,14¢ 36,542 144,237 37,51¢ 65,65¢ 560,086

Financial assets at
fair value through
other comprehensive

income 9,18¢ 35,45: 56,27: 241,19: 2,26( 13C 344,496
Debt securities at

amortised cost 3,562 40,207 8,152 12,36¢ - - 64,291
Total financial

assets 418,111 250,804 100,968 397,798 39,776 116,268 1,323,725

Financial liabilities

Financial instrument

at fair value through

profit or loss - - - - - 54 54
Deposits and

balances due to

banks - - - - - 4,482 4,482
Current accounts and

deposits due to

customers 325,27¢ 43,775 214,340  243,79¢ 9,54¢ 235,72¢ 1,072,456
Issued debt securities - - 612 - - - 613
Total financial

liabilities 325,273 43,775 214,953 243,798 9,546 240,260 1,077,605
Net position as at 31

December 2020 92,838 207,029 (113,985) 154,000 30,230 (123,992)

Net position as at 31

December 2019 554,634 125,935 (172,591) (148,412) (2,622) (149,449)

109



AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

42 Interest rate risk analysis, continued

The following table shows the interest rate congdcee-pricing risk of financial assets and liakdk of
the Group as at 31 December 2019, based on theredrtontractual interest rate repricing or mgur

More Non-
Less than 1to3 3 months 1to5 than interest
1 month months  to 1 year years 5years bearing Total

000 EUR '000 EUR '000 EUR ’'000 EUR '000 EUR '000 EUR ’'000 EUR

Financial assets

Cash and balances

with Bank of Latvia 501,57! - - - - 1,51¢ 503,089
Financial assets at

fair value through

profit or loss - - - - - 10,15¢ 10,155
Deposits and

balances due from

banks 42¢ - - - - 81,06« 81,493
Loans and

receivables due from

customers 105,42 149,98: 22,93¢ 236,79! 8,95: 61,19° 585,291

Financial assets at
fair value through
other comprehensive

income 290,49 - - - - - 290,490
Debt securities at

amortised cost 70€ 38,27¢ 7,84% 13,70¢ - - 60,536
Total financial

assets 898,622 188,260 30,780 250,504 8,953 153,935 1,531,054

Financial liabilities

Financial instrument

at fair value through

profit or loss - - - - - 94 94
Deposits and

balances due to

banks - - - - - 2,92( 2,920
Current accounts and

deposits due to

customers 343,98 62,32t  203,37. 398,20« 11,57 300,37( 1,319,833
Issued debt securities - - - 71z - - 712
Total financial

liabilities 343,988 62,325 203,371 398,916 11,575 303,384 1,323,559
Net position as at 31

December 2019 554,634 125,935 (172,591) (148,412) (2,622) (149,449)

Net position as at 31

December 2018 68,824 169,254 (77,436) (127,904) (1,215) 329,905
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42 Interest rate risk analysis, continued

The following table shows the interest rate congdcee-pricing risk of financial assets and liakdk of
the Bank as at 31 December 2020, based on thereafritontractual interest rate repricing or mayuri

More Non-
Lessthanl 1to3 3 months 1to5 than interest
month months  to 1 year years 5years bearing Total
Financial assets '000 EUR '000 EUR ’'000 EUR '000 EUR '000 EUR ’'000 EUR '000 EUR
Cash and balances w
Bank of Latvia 26(,511 - - - - 829 261,340
Financial assets at fair
value through profit or
loss - - - - - 16,141 16,141
Deposits and balances
due from banks 43,85¢ - - - - 32,95¢ 76,818
Loans and receivables
due from customers 104,834 245,661 25,181 132,341 25,58 72,742 606,346
Financial assets at fair
value through other
comprehensive income 9,18¢ 35,45: 56,27: 241,19: 2,26( 13C 344,496
Debt securities at
amortised cost 3,56: 40,207 8,152 12,36¢ - - 64,291

Total financial assets 421,955 321,320 89,607 385,902 27,847 122,801 1,369,432

Financial liabilities

Financial instruments
at fair value through

profit or loss - - - - - 54 54
Deposits and balances
due to banks - - - - - 4,46t 4,465

Current accounts and
deposits due to

customers 326,399 44,32C 212,895  24¢732 9,54¢ 236,53z 1,082,424
Total financial

liabilities 329,399 44,320 212,895 249,732 9,546 241,051 1,086,943
Net position as at 31

December 2020 92,556 277,000 (123,288) 136,170 18,301  (118,250)

Net position as at 31

December 2019 560,620 194,407 (176,278) (174,254) (11,575) (144,882)

111



AS “Rietumu Banka”
Group Consolidated and Bank Separate Financial Statants
for the year ended 31 December 2020

42 Interest rate risk analysis, continued

The following table shows the interest rate congdcee-pricing risk of financial assets and liakdk of
the Bank as at 31 December 2019, based on thereafritontractual interest rate repricing or mayuri

More Non-
Lessthanl 1to3 3 months 1to5 than interest
month months  to 1 year years 5years bearing Total
Financial assets '000 EUR '000 EUR ’'000 EUR '000 EUR '000 EUR ’'000 EUR '000 EUR
Cashand balances wit
Bank of Latvia 501,57( - - - - 1,50z 503,072
Financial assets at fair
value through profit or
loss - - - - - 10,04¢ 10,049
Deposits and balances
due from banks 42¢ - - - - 80,48 80,911
Loans and receivables
due from customers 116,75¢ 219,50: 20,68¢ 214,36¢ - 67,21( 638,523
Financial assets at fair
value through other
comprehensive income  290,49( - - - - - 290,490
Debt securities at
amortised cost 70€ 38,27t 7,84t 13,70¢ - - 60,536

Total financial assets 909,953 257,777 28,531 228,077 - 159,243 1,583,581

Financial liabilities

Financial instruments

at fair value through

profit or loss - - - - - 94 94
Deposits and balances

due to banks - - - - - 2,92( 2,920
Current accounts and

deposits due to

customers 349,33: 63,37( 204,80 402,33: 11,57¢ 301,11: 1,332,529
Total financial

liabilities 349,333 63,370 204,809 402,331 11,575 304,125 1,335,543

Net position as at 31
December 2019 560,620 194,407 (176,278) (174,254) (11,575) (144,882)

Net position as at 31
December 2018 68,994 240,520 (67,662) (130,556) (6,730) 319,775
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43 Interest in other entities

Non-controlling interest in subsidiaries

The following table summarises the information tiatato the Group's subsidiaries that have material
non-controlling interests (NCI), before any intnagp elimination:

SIA SIA
“INCREDIT Other “INCREDIT Other
"000 EUR GROUP”  subsidiaries GROUP”  subsidiaries

31 Dec 2020 31 Dec 2020 31 Dec 2019 31 Dec 2019
Percentage of Non-

controlling interest 49% 49%
Loans and advances due from

customers 50,861 53,109
Deposits and balances due

from banks 353 155
Other assets 836 651
Deposits and balances due to
financial institutions (37,371) (39,084)
Current accounts and deposits
due to customers (2,300) (2,300)
Other liabilities (4,768) (4,680)

Net assets 7,611 7,851
Carrying amount of Non-

controlling interest 3,729 - 3,847 291
Revenue 10,724 12,769
Profit after tax 2,758 3,731
Total comprehensive income 2,758 3,731
Profit/(loss) allocated to

Non-controlling interest 1,351 8 1,828 47
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44 Disposal of subsidiaries

The disposal of the subsidiaries in 2020 had tHeviing effect on the Group's assets and liabaiti
the date of disposal:

"000 EUR SIA “U-10"
Disposed shares % 67%
Assets
Deposits and balances due

from banks 69
Investment property 9,215
Other assets 9
Liabilities

Deposits and balances due
to financial institution (7,857)
Current accounts and

deposits due to customers (400)
Other liabilities (133)

Net identifiable assets

and liabilities 903
Attributable to equity
holders of the Bank 605

Consideration received -

In November 2020 the Group has lost control oveestee SIA “U-10". Starting from November 2020
the Group has no power over the investee and habifity to use its power over the investee toetffe
the amount of the investor’s returns as the Greupt involved in the operation and financial diecis
making process of investee.
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44 Disposal of subsidiaries, continued

The disposal of the subsidiaries in 2019 had tHeviing effect on the Group's assets and liabaiti
the date of disposal:

SIA “FRB SIA “KINI SIA “Berzaunes

"000 EUR Elektro” LAND” 13" Total
Disposed shares % 85% 100% 100%
Assets
Cash and due from central

banks 24 - - 24
Deposits and balances due

from banks 47 23 8 78
Investment property - 1,567 550 2,117
Property and equipment 1,695 2 1,697
Intangible assets 340 - - 340
Other assets 158 2 - 160
Current tax asset 33 4 - 37
Liabilities

Deposits and balances due
to financial institution (3,205) - (426) (3,631)
Current accounts and

deposits due to customers (139) (139)
Other liabilities (360) (2) (6) (368)
Net identifiable assets

and liabilities (1,407) 1,594 128 315
Attributable to equity

holders of the Bank (1,196) 1,594 128 526
Consideration received 3 2,941 117 3,061

45 Acquisition of subsidiaries
In 2020 the Group acquired the following subsidigri

SIA “COCHERA

DEVELOPMENT

GROUP”
Date of acquisition 01.10.2020
Acquired shares % 100%
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45 Acquisition of subsidiaries, continued
The acquisition of the subsidiaries had the folliyveffect on the Group's assets and liabilitiehat
date acquisition:

‘000 EUR SIA “COCHERA

DEVELOPMENT
GROUP”

Assets

Deposits and balances due

from bank: 2

Investment proper 58

Other asse 1

Current accounts and deposits

due to customet (45)

Other liabilities (2)

Net identifiable assets and

liabilities 14

Net identifiable assets and
liabilities attributable to
equity holders of the bank 14

Consideration paid 14

In 2019 the Group acquired the following subsidigri
SIA “PH Serviss”

Date of acquisition 31.01.2019

Acquired shares % 100%

The acquisition of the subsidiaries had the folluysffect on the Group's assets and liabilitigbet
date acquisition:

‘000 EUR SIA “PH Serviss”
Assets

Deposits and balances due

from bank 98
Investment proper 1,321
Other asse 5
Deferred tax ass 8%
Current accounts and deposits

due to customet (1,340
Other liabilities (13)
Net identifiable assets and

liabilities 156

Net identifiable assets and
liabilities attributable to
equity holders of the bank 156

Negative goodwill 156
Consideration paid -
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