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Risk Management

Risk management is one of the Bank's strategicstdsir the purposes of the Bank’s risk managentleat,
Risk Management Strategy has been developed fondmagement of the following risks:

Credit Risk and Residual Risk

The overdue loan — the loan, the repayment of wiialot performed by the Customer, observing the te
and procedure, stipulated and agreed between timk Bad the Customer in the mutually concluded
contract(-s)

Losses incurred due to the decrease in value in thesult of the quality deterioration:

The objective evidences, proving that the losseg lhaen incurred due to the decrease in valueeolbtms
or loan groups in the result of the quality detexiion, include such verifiable information, whicbmes into
the Bank's field of vision regarding such caselosdes:

— the significant financial difficulties of the deloto

— the non-compliance with the provisions of the agreset, that is, the delay of payment of the loan’s
principal sum or delay of interest payment;

— the concession, granted to the borrower, due tb saonomic or legal reasons, which pertain to the
borrower’s financial difficulties, but in anothease, such concession wouldn’t be granted by the
Bank (that is, the Bank has made the loan restrimcfu

— there exists a relatively high probability that therrower will start a bankruptcy procedure or
another type of financial reorganization;

— the loss of an active market due to the financifficdlties of the corresponding issuer of the
financial assets;

— the use of the granted loan funds for the purpos®sstipulated by the credit agreement;

— the non-occurrence of the preconditions, necedsathe credited project’s implementation;

— the non-fulfilment of the person's, related withetborrower, obligations, which influence the
borrower’s ability to meet his/her debt obligati@wainst the Bank;

— the decrease in value of the collateral securityaises, when the loan repayment directly depends on
the value of the collateral security. (SGS 39.60).

Credit risk is a risk of losses in case the bormo{@an taker, debtor) or business partner of tlaalBis
unable or refuses to fulfill his/her obligationsvrds the Bank under the agreement provisions.itiek is
related to the Bank’s operations which create daifithe Bank against other parties and which efteated
in the Bank’s balance and off-balance sheets.

The residual risk is a risk that the credit riskigation methods used by the Bank might turn oubédess
efficient than planned.

The Bank’s principles with respect to assessmemnitoring and accepting of credit risk have been
described and approved within the Credit PolicysiBess Partner Policy and Investment Policy.



The Bank categorizes and controls its credit rigkletermining limits of different types and amoutitsits
for the acceptable risk for each debtor, relateutats’ groups, geographic regions, business sediypes
and amounts of guarantees, currencies, terms #gndg@ranted by international agencies.

Credit risk is also regularly monitored individyafbr each debtor evaluating the debtor’s abilityepay the
principal amount and interest, as well as changiedimits set, if necessary.

The Bank's exposure to credit risk is also mondocaad minimized by ensuring adequate collaterats an
registering the guarantees on behalf of the Barile fleal value of these guarantees and collatesals i
regularly reviewed.

The collateral is a property or rights which carveeas the alternative source of the loan repayineamicase,
if the Customer does not meet his/her debt obbgati

As collateral, the Bank accepts assets that medotlowing criteria:

- has the market value of assets as determined iplé¢idge assessment by independent expert and its
changes are predictable within the loan agreeneemt. tBoth the market value of assets and valuase c
of urgent, forced sale are considered;

- assets are liquid, i.e. they may be realised inmaparatively short term for a price which is clése
the urgent, forced sale value (or market value);

- there is a legal and actual opportunity to cortinelse assets in order to prevent their misuse dy th
debtor or asset owner;

- the Bank's rights to these assets have a legaltpramainst other creditors of the owner’'s asgets
against those creditors’ rights which are in a nieileged position against the Bank’s rightslire total
amount, which makes up an insignificant amount @mparison with the collateral value), as the
exception admitting the legal priority of the BaslParent bank.

Only certain types of assets are accepted as @a@llatand each type of collateral has defined $imitth
respect to the maximum loan amount against sudatel. Most frequently accepted types of colkter

- time deposits in the Bank;

- real estate

- industrial production facilities

- land(depending on its geographical location, possiéditf its use, communications, cadastral value);et
- unused motor (passenger) cars;

- unused lorries, tractors;

- used (second-hand) motor (passenger) cars, valnichot older than 7 years, and the lorries, whighnot
older than 9 years, the tractors, which are natrdldan 5 years;

- other motor cars/lorries and tractors;

- ships/vessels;

- stocks (goods in the customs warehouses or oiseentrolled goods in the warehouse of their ayyne
- technological equipment and machinery

- other fixed assets of the company;

- debtors’ debtgas community of goods);

- securities, capital shares, bills of exchange;

- guarantees.

The value of the real estate shall be determinegd@n the opinion of the independent experts hisd t
evaluation shall be corrected, based on the Ba¥pgrience and normative documents.

The market value of the stocks (the goods in tletorns warehouses or otherwise controlled goods}rend
market value of the stocks (the goods in the warsboof its owner) shall be determined, based on the
publicly available prices, the pricing mechanisnwbich is understandable and acceptable for thé&kBan

The market value of the technological equipment$ muachineries shall be determined, according to the
balance sheet residual value of the equipmenttheffixed assets accounting methods, applied by the
Customer, correspond to the generally acceptedipea@nd if possible, it is also recommended teine

the experts’ opinion. If the residual value of tfreed asset is big, then the documents, confirmtimg
purchase value of this fixed asset, shall be cribcke



The collateral security — movable or immovable otgewhich are evaluated by the appraisal companies

appointed by the Bank, except for the cases, whemBank’'s Board has authorized a competent emplwyee

make an appraisal.

Any collateral, except land, securities, debtortsetnd other nonmaterial assets, must be securée raif
of the Bank for the loan agreement’s term.

In order to efficiently manage credit risk and assperformance of the Bank’s activity, the Bankiearout
regular evaluation and classification of assetsl.(loans) and off-balance sheet liabilities. Thessification
is the evaluation of the loans, according to whiehloans are classified as standard, under sigp@nyisub-
standard, doubtful and lost. The main evaluatiotera are the Customer’s (borrower’s) discountetlife
cash flow and creditworthiness — ability and wijivess to fulfill the obligations under the loanesment

terms and conditions.

If a loan’s default risk has significantly incredse comparison with the risk that had been acceptethe
time of granting the loan, it is considered to bprablematic loan. The following is considered t the

characteristics of problematic loans:

- significant (20 working days and more) delay of pawt;

- breech of other terms and conditions of the loae&mgent;
- worsening of a customer’s financial condition dteed in his reports or other information;

- other creditor has filed a claim in court agaim& tustomer, or the State Revenue Service's request

has been received on writing off funds from theent account;
- the valueof the loan’s collateral has significantly decies

The extent of the overdue risk transactions ance#tent of the savings made for the unstable daiotsen
down into the essential branches, thous. EUR:

31.12.2013

31.12.2014

The average extent in

2014
The The The
special special The special
Theresidue | savings | Theresidue| savings residue savings
Risk transactions by branches of the credit for the of the credit| for the of the for the
principal principal credit principal
amount amount amount
Forestry, agriculture 1305 868 1691 976 1498 922
Production, processing industry 5756 137 5760 136 5758 137
Trade 30592 5986 30 389 8 052 30 491 7 014
Transport 15021 2281 19 684 4 451 17 358 3 366
Financial services 3041 545 4737 1840 3889 1193
Real estate operations 18913 4025 21 367 5381 20 14p 4 703
Construction 4 758 2023 6221 3640 5490 2832
Accommodation and food services 2776 1602 2 657 1602 2717 1602,
Other services 1939 0 1649 0 1794 0
Physical persons, overdrafts 3954 2234 3659 2921 3807 2578
The total extent of the risk transactions 88 055 19701 97 813 28 997 92 93¢ 24 34
31.12.2013 31.12.2014 The average extent in
T T 2014
The The The The
. . The residue spe_C|aI The residue spe_C|aI residue spe_C|aI
Overdue (>90 days) risk transactions by ) savings - savings savings
of the credit of the credit of the
branches for the for the credit for the
principal principal principal
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amount amount amount
Forestry, agriculture 413 413 464 464 439 439
Production, processing industry 135 135 135 135 135 135
Trade 3818 2 699 3231 3179 3525 2939
Transport 4 577 1746 9162 4279 6 870 3013
Financial services 0 0 0 0 0
Real estate operations 3098 1948 10 800 3108 6 949 2 528
Construction 4 489 2022 4904 3632 4 697 2 827
Accommodation and food services 1596 1596 1595 1595 1596 1 596
Physical persons, overdrafts 1927 1885 1944 1937 1936 1911
The total extent of the risk transactions 20 053 12 444 32 235 18 329 26 144 15 387

The extent of the overdue risk transactions ancestent of the savings made for the unstable dmiotisen
down into the essential geographical regions, takito account the risk transfer, thous. EUR:

31.12.2013 31.12.2014 The aveiage extentin
The The The
special The special The special
Risk transactions by general geographical The residue | savings residue of savings residue of savings
. a A
regions * , EUR of the credit f(_)r t_he the credit f(_)r t_he the credit f(_)r t_he
principal principal principal
amount amount amount
Bulgaria 667 0 189 47 428 24
China 0 0 911 0 456 0
Germany 2 446 585 372 372 1409 479
Georgia 2099 0 1050 0
Latvia 39621 8 818 54 680 10 682 47 151 9 75(
Monaco 20 0 17 0 19 0
Russia 1 0 2 0 2 0
Ukraine 45 299 10 299 39 543 17 683 42 421 13991
Other 0 0 1 0 1 0
The total extent of the risk transactions 88 054 19702 97 814 28784 92 934 24 243
31.12.2013 31.12.2014 The avelage extentin
The The The
special The special The special
Overdue (>90 days) risk transactions by | The residue | savings residue of savings residue of savings
> ; . )
general geographical regions * , EUR of the credit fqr the the credit fgr the the credit fqr the
principal principal principal
amount amount amount
Germany 373 373 372 372 373 373
Latvia 9394 6901 17 184 8589 13289 7 745
Ukraine 9619 5171 14 680 9 368 12 150 7 270
Bulgaria 667 0 0 0 334 0
The total extent of the risk transactions 20053 12444 32 236 18 329 26 145 15 387

Operational Risk

Operational risk is a risk to incur losses duenedequate or failing internal processes of the Baatkvity of
people and system, or due to effect of externaflitioms. The operational risk means that the Baimiceme

may decrease/additional expenditure may occur ¢éoBhnk (and, as a result, the equity capital might
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decrease) due to errors in transaction with custeffmesiness partners, information processing, ngakin
inefficient decisions, insufficient human resoutaasinsufficient planning of external conditiorféeets.

For the evaluation of the operational risk, selfleation process of the operational risk is usethduvhich
the Bank assesses performed operations againsipthe of the operational risk; the Bank’s strond aeak
sides regarding the management of the operatiwhkaare identified.

The Bank has developed and maintains the OperRiglnEvents and Losses Data Base in which thenater
data on operational risk events and related ldssadlected, summarized and classified.

The basic elements of the operational risk manageme

- operational risk monitoring;

- operational risk control and minimisation:

- development of internal normative documents wigietlude/minimise the possibility of operationaéets;
- compliance with the principle of division of desi;

- control of execution of internal limits;

- compliance with the defined procedure when usingnd other Bank’s resources;

- appropriate training of employees;

- regular checks of transactions and account dootsne

- ensuring the continuity of operation;

- stress testing.

Market Risk

The Bank’s activity is exposed to market risk thglbuthe Bank’s investments in the interest rates and
currency product positions. All these productseaqgosed to systematic and specific market fluabuati

The Bank controls market risks by diversifying fisancial instruments portfolio, setting restrictgo for
different types of financial instruments and cargyiout sensitivity analysis which reflects the effef the
respective risks on the Bank’s assets and equiitiyata

Position Risk

Position risk — possibility to incur losses duadwaluation of position of debt securities or calp#tecurities,
when the price of the respective securities changbe position risk can be categorised as speaifid
systematic risk:

- specific risk — possibility to incur losses if tbebt securities’ or capital securities’ price vailange due
to factors related to the securities issuer;

- systematic risk — possibility to incur losses i€ thecurities’ price will change due to factors tedato
interest rate changes (in case of debt securitieg)ith significant changes in the capital marketdase
of capital securities), which are not related ® $pecific securities issuer.

Basic elements of position risk management:

- evaluation and analysis of securities’ portfolio;

- analysis and monitoring of issuers’ financial piosit

- setting of internal limits on exposures/diversifioa (stop-loss; issuers, countries, regions, terms
credit rating groups etc.);

- control of execution of the internal limits.

Interest Rate Risk

The interest rate risk is characterized by theusrice of the market rate changes on the Bank'sidiab
results. The Bank's everyday activity depends anititerest rate risk, which is influenced by thent® of
repayment of assets and liabilities related tarterest income and expenditures or interest mtew dates.
This risk is controlled by the Bank’s Assets andMilities Committee by defining the limits of thatérest
rate coordination and evaluating the interestniateundertaken by the Bank.



For the evaluation of interest rate risk, the dffefcinterest rate changes on the Bank’s econoralaevis
assessed, incl. the evaluation of interest rakefmisn the perspective of income and the evaluatiinterest
rate risk from the perspective of economic valuee Evaluation of the interest rate risk is caroetl once
per month. Furthermore, at least 2 times per yharstress tests of the interest rate risk aréeappl

For monthly evaluation of the interest rate rigk, dll balance sheet positions interest rate change/-100
basis points are applied; for stress testing ofrgdt rate risk — +/-200 basis points. Divisionagbkets,
liabilities and off-balance positions by term ithroups of term structures is carried out on #séshof:

- shortest term from the outstanding repayment/sedie/clearance term — for financial instruments
with fixed interest rate;

- term until the next interest rate changes datenterést rate re-evaluation term — for financial
instruments with a floating interest rate.

Basic elements of interest rate risk management:

- sensitivity analysis of interest rate risk;

- setting of internal limits (limit for decrease ircamomic value and for duration of securities’
portfolio);

- control of compliance to the internal limits;

- carrying out of interest rate stress tests andyaisabf their results;

- carrying out of hedging operations, if necessary.

Currency Risk

The Bank’s activity is exposed to the risk of exudpa of the main currencies involved in it, whicluences
both the Bank's financial result and cash flow. Bawk controls the foreign currency assets andlitials in
order to avoid inadequate currency risk. The Badgtkrmines the limits for the open positions ofefgn
currencies, and these limits are being supervisetyalay. The legislation of Latvia states thatimdividual
foreign currency open position of the credit ingidn shall exceed 10% of the equity capital of thedit
institution, and the total foreign currency opersigion shall not exceed 20% of the equity capitalring
2014, the Bank did not exceed these limits.

The Bank’s foreign currency risk evaluation is lshea the following basic principles:

- evaluation with respect to how the Bank’s ass&hbijlities and off-balance sheet items value change
due to changes in currency rates;

- how the Bank’s income/expenditure changes duedo@és in currency rates;

- the currency risk stress testing is performed.

Basic elements of currency risk management:

- evaluation of currency risk;

- setting of limits and restrictions;

- control of execution of these limits;

- currency risk stress testing and analysis of thaltg
- carrying out of hedging operations, if necessary.

Liquidity Risk

The Bank is subject to the daily risk that it migieled to use the available funds and short-teraidigssets
for the fulfillment of its short-term liabilitiesThe term relation of assets and liabilities, ad agloff-balance
items, is related to liquidity risk and reflectswtat extent funds would be necessary to fulfié #xisting
liabilities.

Terms and capabilities of the assets and lialslitereplace the liabilities, which inflict inteteend have a

due payout term, at acceptable costs are signiffeators for determination of the Bank’s liquidiynd its
exposure to the changes in the interest rateswanency rates.



Such coordination of assets and liabilities, andtrod of this coordination is one of the Bank’'s mos
important daily management tasks.

The Bank is using the following methods for the smeament of liquidity risk:

- evaluation of existing and planned assets, it@#sl and off-balance sheet liabilities term-stime broken
down by financial instruments, various term intésvia all currencies together and individually wihich the
Bank performs a significant amount of transacti¢ins. currency the proportion of which in the Bank’
assets/liabilities exceeds 5%) or which has a iguid market;

- determining liquidity indicators used for liquidirisk analysis and control;
- determining internal limits:

- assets and liabilities term structure net liquigitsitions in euro and all foreign currencies inickh
the Bank performs a significant amount of transenti(i.e., currency the proportion of which in the
Bank’s assets/liabilities exceeds 5%) or whichdasn-liquid market;

- for deposit concentration;

- for other liquidity indicators which the Bank hasesified for the liquidity risk control;

- stress testing.

By specifying the calculation procedure of ligudihdicators and by its determining limits, the Raakes
into account its operational targets and the aatdptisk level.

The Bank determines and regularly analyses thg @atning indicator system which may help to idgnti
the vulnerability of the Bank's liquidity positi@and the necessity to attract additional financing.

On the basis of data of the early warning indicat@mtem, the Bank identifies the negative tendesneigich
affect liquidity, analyses them and evaluates #eessity to carry out measures reducing the liuidks.

The liquidity risk management methods (basic eldr)are as follows:

- fulfillment of liquidity indicator limits;

- determining of net liquidity position limits;

- determining restriction on deposit concentration;

- control of compliance with the defined limits;

- liquidity stress testing and analysis of the result

- proposals for solving liquidity problems;

- setting and monitoring of a set of indicators fquidity evaluation;

- maintenance of an adequate liquidity buffer whiokiers the positive difference between the planned
outgoing and incoming cash flows within the tertemal of up to 7 days and 30 days.

In accordance with FCMC'’s requirements, the Bankntains sufficient liquid assets for the fulfillmeeof its
liabilities.

Transaction Concentration Risk

Transaction concentration risk is a risk that oscuom transaction concentration. In order to resthe
transaction concentration risk, the Bank determiitegs for investments in various assets, instrotag
markets etcOne of the most significantansaction concentration risksthe concentration of geographic
regions (country risk)

Country Risk

Country risk — country partner risk — the possipilio incur losses if the Bank's assets are invkgtea
country whose changing economic and political fectmay create problems for the Bank to retrieve its
assets in the planned time and extent. A partrend issuer's default occurs mainly due to currency
devaluation, unfavorable changes in legislatioaation of new restrictions and barriers and otoediions,
includingforce majeure factors.



For the country risk analysis, information of thernational rating agencies (incl. credit ratingseir
dynamics), economic indicators of countries an@otblated information is used.

Fundamental elements of risk control:

- setting of internal limits by regionsountries and transaction types in individualrtaes;
- control of execution of the internal limits;

- country risk analysis and monitoring;

- review ofinternal limits

Assets, liabilities and off-balance sheet counii s attributable to a country which may be cdesed the
customer’s main country of entrepreneurship. Iflden is granted to a resident of another courgajrest a
pledge, and this pledge is physically located intl@r country which is not the legal person’s couif

residence, the country risk is transferred to thentry where the loan’s pledge is actually located.

Capital Adequacy

Capital adequacy reflects the Bank’s capital resgginecessary to secure itself against risks cetatassets
and off-balance sheet items.

The Bank has the Capital Adequacy Assessment Rrdeelicy, the aim of which is to ensure that the
amount, elements and proportion of the Bank’s gqeitpital are adequate to cover the substantiks ris
inherent to the Bank’s current and planned opamatio

For the risks for which the minimum regulatory ¢aprequirements have been defined in accordantie wi
the Regulations for the Calculation of the MinimuBapital Requirements, the capital requirement is
calculated using the following approaches or method

- the credit risk requirement is calculated in aceo® with a standardised approach;

- for the credit risk mitigation, simple method isddor financial collateral;

- the foreign currency risk capital requirements tdggurities’ and capital securities’ position rite
payment/settlement risk capital requirements al@itzted by using the standardisgaproach;

- debt securities’ systematic risk capital requirenigetermined by using the term method;

- the operational risk minimum capital requirementaculated in accordance with the basic indicator
approach.

For the calculation of the minimum capital requiegns for the purpose of determining the transadtigi
degree, the Bank applies the FCMC's recognized EGRMing agency) evaluations/ratings. ECRA are
nominated for each risk transaction category, wihich the Bank’s risk transactions are divided infdhe
Bank has no transactions, which can be includeal amy of the risk transaction categories, then,tlia
category, ECRA is nominated, when the actual rakgaction(-s) of this category appears.

The following ECRA are nominated for the risk tracison categories:

Risk transaction category Nominated ECRA
FitchRatings;
Claims against the central governments and celnarats(CG and CB) Standard&Poor’'s Ratings Services;
Moody's Investors Service.
FitchRatings;

Claims against the institutions with the exceptiéisuch institutions, for

which the short-term rating is available Standard&Poor's Ratings Services;

Moody'’s Investors Service.

FitchRatings;
Standard&Poor’s Ratings Services;
Moody's Investors Service

Claims against the commercial companies with tleeption of such
institutions, for which the short-term rating isadleible

FitchRatings;
The overdue risk transactions Standard&Poor’'s Ratings Services;
Moody's Investors Service

Claims against the institutions and commercial canigs with the short- | Moody’s Investors Service
term ratings

FitchRatings;
Other claims Standard&Poor’'s Ratings Services;
Moody's Investors Service




Bank examines whether the fulfillment of the minimgapital requirements ensures, that the Bank'gatap
is adequate to cover all potential losses relatiu thve risks mentioned above.

Othersubstantial Bank's risks for which the regulatorpimum capital requirements have not been defined,
but for which the Bank assesses the necessityi¢alate the capital requirement, are the following:

- interest rate risk;

- liquidity risk;

- concentration risk;

- money laundering and terrorist financing risk;

- other risks (incl. activity compliance risk, strgyerisk, reputation risk).

In addition to the determination of capital necegsa cover the risks, the Bank sets a capitalruesi order
to ensure that the Bank’s capital is adequate $e cd possible adverse events, as well as to etisatr¢he
Bank’s capital is adequate throughout the wholenentc cycle, i.e. during an economic upturn the lBan
forms a capital reserve to cover loses which mayioduring an economic downturn. The capital resésv
set to be at least 10% of the sum of minimum regufecapital requirements.

Methods for ensuring the total amount of necessapjtal:

- fulfilment of the capital adequacy norms

- analysis of the fulfillment of the capital adequayms

- maintaining of the capital adequacy objectivesélpv

- determining and planning of the necessary totait@lapmount to cover the substantial risks inherent
to the Bank’s current and planned operation;

- assessment and analysis of all substantial;risks

- development of stress test scenarios, performnegstests and analyzing the results;

- development of capital crisis management plan.

On 31 December 2014, the Bank’s calculated capialjuacy ratio was 26.57% (on 31 December 2013, it
was 21.64%) which exceeds the minimum and the duraptal conservation buffer minimum (10.5%) laid
down in the European Parliament and Council ReguigEU) No 575/2013 that own funds ratio agaihst t
risk weighted assets and off-balance sheet itenst bauat least 8% and the capital conservatiorebufiust

be at least 2.5%. In the end of 2014, the Finaramadl Capital Market Commission recalculated thekBan
individual capital adequacy ratio and set it at5%3. The Bank observes and meets this individuaitadap
adequacy requirement

Capital adequacy evaluation results as on 31.12.201
The capital necessary to cover risks, thous. EUR

Minimum regulatory Bank’s evaluation of the
capital requirements necessary capital
Credit Risk 11 330 11 330
Market Risks 871 871
Currency Risk 173 173
l’giﬂﬁgleesDebt Instruments, 699 699
Operational Risk 1955 1955
Other signific_ant risl_<s for which the minimt_n 11 653
regulatory capital requirements have not been ddfin
Capital Reserve 1416
Total 14 155 25193~

*Taking into account the FCMC’s individual capitaquirements and the Second pillar requirementst&agt the
Bank's disposal, thous. EUR
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Own Capital

Definition of the Bank’s capital

47 024

47 024

Capital deficit/surplus in accordance with the Bardvaluation

21831

In the following table, the risk transaction categoy values before and after the credit risk mitigation
are presented, as well as the total amount of thésk transactions, which have been concluded with &
adequate collateral (thous. EUR):

The risk The risk The risk
Credit risk: the risk transaction transactions Collateral transactions after | weighted assets
categories before the credit | (simple method) the credit risk of the risk
risk mitigation mitigation transactions
Claims against the central governments 100 081 0 100 081 0
and central banks
0% risk degree 100 081 0 100 081 0
Claims against the institutions 186 995 0 186 995 44 438
20% risk degree 163 531 0 163 531 32706
50% risk degree 23 464 0 23464 11732
Claims against the commercial societies 110869 28 998 87 761 68 018
0% risk degree 0 28989 25 804 0
20% risk degree 0 9 5 1
100% risk degree 72 295 4323 49 823 49 823
150% risk degree 38574 24 675 12 130 18 194
High risk transactions 13077 2897 15974 19 102
0% risk degree 0 2897 2897 0
150% risk degree 13 077 0 13077 19 102
Overdue risk transactions 5737 0 5737 7152
100% risk degree 2903 0 2903 2903
150% risk degree 2834 0 2834 4 250
Other claims 5224 0 5224 2910
0% risk degree 2099 0 2099 0
20% risk degree 269 0 269 54
100% risk degree 2856 0 2 856 2 856
Total 421 983 31895 401 772 141 620

The average net amount of the risk transactionsimthe reporting period, broken down into differeisk
transaction categories after the credit risk mitagaapplication (thous. EUR):

The risk Average risk The risk weighted Average risk
o . . weighted assets| weighted assets of ght weighted assets of
Credit risk: the risk transaction : . assets of the risk h
) of the risk the risk . . the risk
categories . . : . transactions in : .
transactions in transactions in 2013 transactions in
2014 2014 2013
Claims against  the central 0 0 0 0
governments and central banks
0% risk degree 0 0 0 0
44 438 108 495 70 808
Claims against the institutions 37632
20% risk degree 32706 31482 48 122 29874
100% risk degree 11732 6 150 60 374 40934
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Claims against the commercial 68 018 60 742 46 918
societies 102 289

0% risk degree 0 0 0 0
20% risk degree 1 1 22 18
100% risk degree 49 823 57 580 60 720 44 963
150% risk degree 18194 44 708 0 1967
Speculative risk transactions 19 102 22990 0 0
0% risk degree 0 0 0 0
150% risk degree 19 102 22990 0 0
Overdue risk transactions 7152 7 353 10537 8098
100% risk degree 2903 5010 3974 3973
150% risk degree 4 250 2343 6 563 4123
Other claims 2910 3620 4 465 2276
0% risk degree 0 0 0 0
20% risk degree 54 50 595 370
100% risk degree 2 856 3570 3 867 1907
Total 141 620 173 883 184 239 128 100

Leverage ratio

Leverage ratio calculation:

EUR, thousand

Securities-financing transactions (SFT) exposuoewing to Article 220 of the CRR

SFT exposure according to Article 222 of the CRR

Derivatives: market value 737
Derivatives: add-on mark-to-market method 436
Derivatives: original exposure method 0
Undrawn credit facilities, which may be cancellegtonditionally at any time without notice

Medium/ low risk trade related off-balance sheetis

Medium risk trade related off-balance sheet itent @fficially supported export finance related gff-

balance sheet items 0
Other off-balance sheet items 19 852
Other assets 592 056
Tier 1 capital — fully phased-in definition 35369
Tier 1 capital — transitional definition 35 369
Amount to be added according to second subparagraftticle 429(4) of the CRR 0
Amount to be added according to second subparagraptticle 429(4)(2) of the CRR — transitiongl

definition

Regulatory adjustments — Tier 1 capital — fully pddrin definition, of which:

Regulatory adjustments regarding own credit risk 0
Regulatory adjustments — Tier 1 capital — transalalefinition 0
Leverage ratio using the fully phased-in definitmfriTier 1 capital, % 5.77
Leverage ratio using the transitional definitionTaér 1 capital, % 5.77

In order to manage the leverage risk, the Bank Heatsed and supplemented the Capital Adequacy

Assessment Process Policy, and the strategic pigrmmibcess is being implemented taking into acctuat

leverage ratio requirements.

As compared to 2013, in 2014, the Bank’'s depositf@m has increased by 26% and amounted to
EUR 539 million at the end of the year, whereasahmunt of assets increased by 24.5% and amoumted t

EUR 592.86 million on 31 December 2014.
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As compared to 31 December 2013, the Bank’s crediitfolio has increased by 0.8% and amounts to
EUR 70.4 million. In the end of 2014, the Bank'sugdties portfolio amounted to EUR 199.94 milliomish

is a significant increase as compared to 31 Decen2dd3 when the securities portfolio was only
EUR 23.56 million.

As compared to 2013, the amount of own funds didundergo a significant change, and, in the er2Dd#,
it amounted to EUR 47 million.

Geographical breakdown of the Bank’s credit risk eposures for transactions that are essential for the
calculation of the Bank’s countercyclical capital ffers (EUR, thousand):

Countries Original exposure value pre . Specific credit ris_k_ Exposure value Exposure risk-
conversion factors adjustments (for provisions) weighted value

Australia 606 606 0 0
Barbados 12 0 6 6
Belgium 24 0 24 24
Bulgaria 804 47 451 451
Belize 2897 976 1 449 1449
Canada 201 0 105 105
Switzerland 3 666 @ 3 658 745
China 32484 0 32 484 6 497
Cyprus 5342 0 4130 413
Czech Republic 95 95 95
Germany 57 843 1160 52 683 15 848
Denmark 3561 a 3561 712
Dominica 9 0 6 6
Estonia 13 0 7 0
Great Britain 31 008 10 008 11 825 11 6111
Georgia 3232 0 3232 304
Hong Kong 6 445 q 6 444 1290
Israel 144 0 97 97
Japan 979 0 979 196
Luxemburg 1016 Q 1016 203
Latvia 170 418 10 104 162 160 41 986
Monaco 165 0 91 91
the Marshall Islands 1 D i !
Malta 276 0 275 275
Panama 8349 2363 4 11( 4031
Russia 12 008 0 12 008§ 6 00y
Seychelles 11 0 5 5
Turkey 30 961 0 30 961 911p
Ukraine 38 951 0 31732 18 571
United States 3152y 2902 28 6Dp8 5989
British Virgin Islands 10 821 828 9222 9043
Total 453 877 28 997 401 428 141 620

Remuneration Policy

On remuneration policy and practice

The aim of the Bank's Remuneration Policy is toedmine the basic principles of remuneration in
accordance with the Bank’s development strategyBédnk’s direction of operation and its risk prefil

The Bank’s Council develops and approves the basnciples of the Remuneration Policy, is respolesib
for the Policy's implementation and monitoring afnepliance therewith, whereas the Bank’'s Board is
responsible for ensuring compliance with the basitciples of the Remuneration Policy.
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In 2014, the Bank’s remuneration structure envidagdy the fixed part of remuneration, i.e. basitasy.

In 2014, employment relationships were terminatéith R0 employees. The largest compensation for the
termination of the legal employment relationshigswUR 11,480.

Information on staff remuneration in 2014

Servicing of private
Name of the council | Board Investment | persons and small Asset
heading services and medium management

commercial entities

Corporate | Internal Other
support control types of
function function activity

Number of
employees at
the end of the
year

Total
remuneration,| 137406 | 29345(Q 95382 343585 0 403155 186904 1236283
EUR
Including:
variable part
of
remuneration

5 4 2 18 0 18 8 89

Information on employees that have an impact on thetaff remuneration risk profile, 2014 (EUR)

Servicing of
private

_ _ Investment | Persons and Asset Corporate Internal

Name of the heading Council | Board services small and management support control

medium function function

commercial
entities

Other types
of activity

Number of employeg
at the end of the year
that have an impact an 5 4 2 18 0 18 8 89
the institution’s risk
profile:

[

including number o
employees in th
highest managemeh
positions that have 4
impact on the ris
profile

55 @

Total fixed part of
remuneration: 137 406 | 293 450 95 382 343 585 403 155 186 904| 1236283
Fixed part|including cash anfd
of other payment means| 7469| 9781 566 4528 4811 1527 16 234

remuneratio [inciyding shares and
n related instruments

including other
instruments

Total variable part of
remuneration:
Variable including cash and
part of | other payment means
remuneratio |including shares and
n related instruments
including other
instruments

Variable
part of
deferred
remuneratio

—

including deferred pal
of cash and othg
payment means

=
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including deferred pait

of shares and relat
instruments

including deferred pa
of other instruments

—

Total variable part g
unpaid deferre
remuneration allocatg
before the reportin
year:

T o =

including the part t
which irrevocable part
have been obtained

h ©

Total variable part o
deferred remuneratig
paid out in the
reporting year

=]

Adjustment
of the
variable

part of
remuneratio
n

Adjustment of the
variable part o)
remuneration  durin
the reporting year th
concerns the variab
part of remuneratio

allocated in the

previous years

=)

)

Guaranteed
variable
part of
remuneratio
n

Number of person
receiving the
guaranteed variab
part of remuneratio
(sign-on payments)

Amount of guarantee
variable part (o)
remuneration (sign-on

Compensati
on for
termination
of legal
employment
relationship
s

Number of employees
that received ;1
compensation for
o 1
termination of legal
employment
relationships
Amount of
compensation for
termination of legal
employment
relationships paid in
the reporting year 11 480
Amount of the largest
compensation for g
single  person for
termination of legal
employment
relationships 11 480

Benefits
related to
retirement

Number of employeeg
that receive benefit
related to retirement

n u

Amount of benefits
related to retirement

14




