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JSC “NORVIK BANKA™
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

REPORT OF THE CHAIRMAN OF THE SUPERVISORY COUNCIL AND THE CHAIRMAN OF THE
MANAGEMENT BOARD

Dear Shareholders, Clients and Partners,

The first six months of 2016 have been an intense period for Norvik Banka, with the focus on ensuring a
balanced business model across markets, customer segments, and by product to ensure in the new regulatory
paradigm the Bank meets all its mandatory regulatory requirements, but still grows its income streams in a
diversified manner.

The Bank has seen like-for-like revenue increases year-on-year, but seen a decrease in customer demand
deposits. For the first half of 2016 the Bank has earned 30.0 million euro in net financial income (23.8 million
euro for the same period 2015), and this has led to a profit of 7.7 million euro for the first half of the year (5.8
million euro for the same period 2015). However, customer deposits as at 30 June 2016 were at 727.2 million
euro, a drop from 840.9 million euro compared 31 December 2015, or 13.5%. This is driven by international
clients’ deposits, and is a pattern across the Latvian financial services market for those banks serving
international clients.

On the micro level, the first half of 2016 has seen significant changes to the Latvian legislation and regulation in
the sphere of anti-money laundering / counter terrorism-financing [AML), positive in the sense of reducing the
systemic risk in the non-resident client portfolios, and transactional business lines. Aside from the
implementation of these new requirements, the Bank also underwent an independent AML audit by the US
company ‘Navigant Consulting, Inc.’. The results of this audit were received after the reporting period (in
August 2016); the Bank was rated highly in terms of its AML culture, training and competence of the team, as
well as internal audit; and through to December 2016 the Bank is implementing the Siron KYC/AML/Embargo
suite of solutions from FICO-Tonbeller. The system-wide results of their audit are due for release at the end of
October 2016.

Taking into account global pressure on many banks in this sphere, the Bank has opened four additional US dollar
correspondent accounts in the reporting period, and two more in the third quarter of 2016.

On a macro-level, renewed concerns about the sustainability of China’s growth rebalancing, soon after the US
Federal Reserve began raising policy rates in December 2015, led to a fresh market scare in early 2016. Risk
appetite, equity and commodity prices all hit multi-year lows in the first half of February, prompting the main
central banks to extend their stimulus programs and liquidity support. In particular, the ECB’s adoption of a
range of additional monetary measures at its March meeting provided strong backing for Eurozone bond prices,
both sovereign and corporate. Market jitters resumed in June, caused by the failure of most investors to correctly
gauge the outcome of the UK referendum on EU membership on 23 June, leading to a remarkable surge in
volatility in global currency markets. The unexpected outcome of the vote triggered a 12% collapse in the
sterling’s exchange rate, with the yen soaring to its highest level in 2.5 years. Except for the pound, all other
assets recovered fairly quickly (the euro's correction against the dollar did not exceed 4%, and against the basket
of currencies it stayed some 3% stronger than its end-2015 levels). The US stock market has been least affected
by the Brexit vote, with the S&P 500 index staging a rapid recovery and returning to fresh all-time highs.
Europe’s Euro Stoxx 600 lagged, driven by an outflow of capital and concerns over the banking sector, and at
the end of July was still 2% below the levels of 23 June in Euro terms (and down 7% year-to-date). Emerging
market bonds, in Russia in particular, have been a key beneficiary of the capital outflows from European
equities,

In the first half of the year, the Bank opened two new corporate centres in Riga, at Raina Boulevard 11 and
Elizabetes Street 15, the former as the centre for servicing resident clients, and the latter as corporate
headquarters and service centre for VIP and international clients. The Bank has maintained its status as the
industry leader in terms of geographic coverage in Latvia by offering a convenient and complete service near
clients’ homes or offices, with 63 service centres in 16 cities including the largest client service centre in the
Kurzeme region in Liepaja. In support of local healthcare and science, the Bank was at the opening of the
Medvision Centre in April 2016 for which it had played a key role in financing.

The subsidiary credit institution in Russia (ITAO “Hopsuk Bank™) continues to offer its universal products to its
regional clientele, both individuals and small-medium size regional corporations. For the first half of 2016 the
net profit from this subsidiary bank was 4.5 million euro.
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REPORT OF THE CHAIRMAN OF THE SUPERVISORY COUNCIL AND THE CHAIRMAN OF THE
MANAGEMENT BOARD

In regards to the Russian economy, the Russian rouble continues to track oil prices closely, but has been
increasingly outperforming oil since markets regained ground in the late first quarter 2016 and benefited from
portfolio rebalancing post-Brexit vote. Having touched a recent low of 93 against the euro in late January, the
rouble has been appreciating fairly steadily, except during the oil-related weakness in late July, and was trading
close to 70 at the end of the third quarter. Given the positive outcome of the OPEC meeting in Algeria for oil
market prospects, it appears likely that the rouble will remain well supported against both the dollar and the euro
in the remainder of the year, with RUB staying within the recent 70-75 range against EUR through end-2016
(likely closer to its weaker range at year-end, due to the seasonal pattern, i.e. at around 74).

As had been noted in the financial statements for 2015, and in the Management Letter in Response to the
Independent Auditors’ Report, there were a number of issues that have now seen resolution in the first half of
2016. Those remaining are related to the on-going legal battle with the Bank’s subsidiary SIA Winergy. All
other issues have been resolved through the semi-annual audit process,

With regards to the SIA Winergy case, the bank notes the meaningful positive progress that has been achieved in
the legal case, of which the bank had previously disclosed information in its annual reports. Over the two
months, part of attachments has been removed from the property owned by the company, in particular, from
three physical wind turbines, one substation, and seized cash flows; additionally, future cash flows have been
released from whole wind park (consisting of nine wind turbines). The bank is grateful of the work completed by
the Prosecutor’s Office in this respect.

At present SIA Winergy and the Bank have a debt restructuring agreement concluded, according to which the
released cash flows have already been directed towards repayment of the interest accrued and partial payment of
the principal amount of the loan. The company’s net cash flow earned as a result of its economic activity exceeds
four million euro per annum and will allow the company to discharge all loan liabilities in full and pay the
interest income provided for by the loan agreement.

It should be taken into consideration that some parts of the company’s assets are still under seizure. The Bank
together with the company is working actively on a complete release of the assets in the nearest future. However,
the Bank, being the affected party, will in any case regain the full right to these assets as soon as the legal
proceedings end, as the said assets have been attached for the sole purpose of compensating the Bank’s (as the
affected party’s) proprietary interests.

The Bank contracted to value the underlying business (wind-power generation) with independent valuator from
international consulting firm, and the results of this market valuation in conjunction with the structure of the cash
flows, and Bank estimates for realisable returns on investment from such a business, has led the Bank to reverse
impairment in amount of 1 million euro and has allowed to exclude from the capital adequacy calculation
correction in amount of 12 million euro.

From the Bank’s balance sheet, key highlights are as follows:

. Total assets as at 30 June 2016 was 904.4 million euro, a decrease of 101.2 million euro comparing to
31 December 20135, this was driven mainly by the outflow of customer deposits noted above.

® The loan portfolio at the end of June 2016 amounted to 236.4 million euro (a 9.4 million euro decrease
over 6 months 2016).

® In the first half of 2016 subordinated bonds were issued for 9.4 million euro.

® The liquidity ratio at the end of reporting period was 62.27% (31 December 2015 - 64.22%).

The Bank follows a liquidity management strategy that provides a high rate of return balanced for the risk
assumed, whilst purposefully maintaining higher than the minimum required level of liquidity reserves
(minimum required liquidity ratio is 50.00%).

From the Bank's income statement, key highlights are as follows:
® Net interest income for the first half of 2016 decreased to 5.6 million euro compared to 9.5 million euro
for the same period 2015,
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® Net commission income for the first half of 2016 showed an increase of 16.6% in spite of increased
external pressures and decreased transaction volumes, increasing to 9.6 million euro compared to 8.2 million
euro for the same period 2015,

s In the first half of 2016 the Visa Inc. share buyback transaction was completed, wherein the Bank
booked 10.7 million euro to net gains from sales of available for sale financial assets,
s In the first half of 2016 an additional impairment charge on loan & investment porifolio was made

for 7.5 million euro (compared to 3.0 million euro for the same period 2015).

The net operating income for the first half of 2016 was thereby 15.5 million euro (compared to a net operating
income of 9.2 million euro for the same period 2015).

From the equity/capital position, key highlights are as follows:

e The Bank capital adequacy ratio as of 30 June 2016 was 18.64% - significantly higher than 16.65% as
of December 2015, and 14.87% as of June 20135,
. Group's capital adequacy ratio as of 30 June 2016 was 12.56% - significantly higher than 11.49% as of

December 2015, and 11.04% as of June 2015.

The increases in capital and liquid resources enabled the Bank to diversify its total assets to focus on increasing
returns on investment securities in the capital markets unit. The Bank continues to work on improving the
equity/capital position to meet its strategic goals.

The management of the Bank consider the first half of 2016 to be a successful, if challenging, start to the year
and a step towards ensuring the Bank's long-term, effective presence in the Latvian and international financial
markets. In the coming period, the Bank plans to focus on the digital space, covering new technologies and
innovation, offering new products for currency exchange online, an improved mobile solution for all services,
and remote access in a user-friendly manner 24/7. Further to this, the management have started to offer products
for high net worth individuals, under a new team formed in the first half of the year for Private Banking,

At the start of 2016 Group employed 1 484 members of staff (Banka 605), and as of 30 June 2016 Group
employed 1 370 members of staff (Banka 613).

Group's management expresses gratitude to its customers, pariners, employees and shareholders for their trust,
cooperation and loyalty in the further development of the Bank.

Lovalty rewards!

Chairman of the Supervisory q:mncil Chairman of the Management Board
G.Guselnikov O.R.Bramwell

Riga, 20 October 2016
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SUPERVISORY COUNCIL AND MANAGEMENT BOARD

Supervisory Council as at 30 June 2016

Name Position Date of initial appointment
G.Guselnikov Chairman of the Supervisory Council 19/12/2013
.Smolin Deputy Chairman of the Supervisory Council 15/05/2015
A Ruselis Member of the Supervisory Couneil 15/05/2015
P.M.Odintsov Member of the Supervisory Council 20/07/2014

Management Board as at 30 June 2016

Name Position Date of initial appointment
O.R.Bramwell Chairman of the Management Board 19/12/2013
A.Kutyavin Member of the Management Board 29/12/2015
A Verbicka Member of the Management Board 10/11/2015
8.Gorashchenko Member of the Management Board 30/09/2014

During the reporting period the following person resigned the position:
- Member of the Management Board A.Peshkov

On 5 August 2016 D.Kalmykov was appointed in the Management Board.

On behalf of the Supervisory Councjl and Management Board:

Ll agiiA

Chairman of the SupervisoryCouncil Chairman of’}he Management Board
G.Guselnikov O.R.Bramwell

Riga, 20 October 2016
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STATEMENT OF MANAGEMENT'S RESPONSIBILITY

The Management of JSC “NORVIK BANKA” (the Bank) is responsible for preparing (he Condensed Interim
Consolidated and Separate Financial Statements of the Group and the Bank.

The Condensed Interim Consolidated and Separate Financial Statements are prepared in accordance with source
documents and present fairly the financial position of the Group as of 30 June 2016 and the resulls of its
operations and cash flows for the six month period ended 30 June 2016, as well as the financial position of the
Bank as of 30 June 2016 and the results of its operations and cash flows for the six month period ended 30 June
2016.

The management confirms that suitable accounting policies have been used and applied consistently and
reasonable and prudent judgements and estimates have been made in the preparation of the Condensed Interim
Consolidated and Separaie Financial Statements on pages 10 to 57. The management also confirms that the
Condensed Interim Consolidated and Separate Financial Statements have been prepared in accordance with
International Accounting Standard (IAS) 34 “Interim Financial Reporting” as adopted by the EU and on a going
concern basis.

JSC "NORVIK BANKA" management is also responsible for keeping proper accounting records, for taking
reasonable steps to safeguard the assets of the Group and of the Bank and 10 prevent and detect fraud and other
irregularities. They are also responsible for operating the Bank in compliance with the Law on Credit Institutions,
the Regulations of the Financial and Capital Markets Commission (FCMC), Bank of Latvia and other legislation
of the Republic of Latvia.

y

On behalf of the Supervisory Council and Management Board:

Chairman of the Supr:‘rﬁsory Council
G Guselnikov

O.R.Bramwell

Riga, 20 October 2016




INDEPENDENT AUDITOR'S REPORT
To the Shareholders of AS Norvik Banka

Report on the Interim Condensed Financial Statements

We have audited the accompanying interim condensed consolidated financial statements of AS Norvik Banka and its subsidiaries (the
Group) and the interim condensed standalone financial statements of AS Norvik Banka (the Bank), hereinafter referred to as interim
condensed financial statements on pages 10 to 57 of the accompanying report, which comprise the interim condensed statements of
financial position as at 30 June 2016, the interim condensed income statements, statements of comprehensive income, changes in equity
and cash flows for the 6 months ended on 30 June 2016 and notes, comprising a summary of significant accounting policies and other
explanatory information,

Management’s Responsibility for the Interim Condensed Financial Statements

Management is responsible for the preparation of these interim condensed financial statements in accordance with International
Aceounting Standard 34 "Interim Finaneial Reporting" as adopted by the European Union and for such internal control as management
determines is necessary to enable the preparation of interim condensed financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these interim condensed financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those Standards require that we comply with ethieal requirements and plan and
perform the audit to obtain reasonable assuranee about whether the interim condensed finaneial statements are free from material
misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the interim condensed finaneial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation of interim condensed financial statements in accordance with International Accounting Standard 34 “Interim
Financial Reporting” 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the interim
condensed financial statements.

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

1)  As at 31 December 2015, when assessing the values of certain assets, which are located in the Russian Federation and the value
of which are set in Russian Roubles, the Group and the Bank applied a RUB/EUR exchange rate different to the year end
exchange rate that should have been applied. This matter was referred to in the audit report on the 31 December 2015 financial
statements.

If the Group and the Bank would have applied the correct RUB/EUR exchange rate at 31 December 2015, the Group's statement
of financial position line item “Investment properties” and the Bank's statement of financial position line item “Available-for-
sale-securities” would be reduced by EUR 4,449 thousand, the Group’s and the Bank’s statement of finaneial position line item
“Loans to and receivables from customers” would be reduced by EUR 3,957 thousand and accumulated losses would be
increased by EUR 8,406 thousand as at 31 December 2015 and the Group’s and the Bank's net profit before tax for the 6 months
ended 30 June 2016 would have increased by EUR 8,406 thousand.

2)  As at 31 December 2015 the Group’s and the Bank’s statement of financial position line item “Loans to and receivables from
customers” included net loans to wind energy sector of EUR 44,041 thousand and a receivable of EUR 4,469 thousand. The
Group and the Bank has not recognised any impairment charge in the 6 months ending 30 June 2016. In the 6 months to 30
June 2016, as noted in Note 2, there have been a number of positive changes to this exposure. We were unable to determine the
recoverable amount of these loans as at 31 December 2015 and therefore we were unable to determine the amount of the
impairment, if any, that should have been recognised in the Group's and the Bank's statement of financial position line item
“Loans to and receivables from customers” and accumulated losses as at 31 December 2015 and the effect on the income
statement for the 6 months ended 30 June 2016. This matter was referred to in the audit report on the 31 December 2015
financial statements.

* This version of our report is a translation from the original, which was prepared in Latvian. All possible care has been taken to ensure that the translation is
an aceurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of our
report takes precedence over this translation.

5 PricewaterhouseCoopers SIA, Kr. Valdemdra iela 21-21, Riga, LV-1010, Latvia, LV40003142793
T: +371 6709 4400, F: +371 6783 0055, www.pwe.lv



3) As at 31 December 2015 the Group's statement of financial position line item “Investment properties” included investment in
hotel ogcmtinn in Russia in the amount of EUR 20,118 and the Bank’s statement of financial position line item “Loans to and
receivables from customers” included net loan to hotel operations in Russia in the amount of EUR 7,208 thousand, and the
Bank's statement of financial position line item “Awvailable for sale financial assets” included investment in the hotel operations
in Russia of EUR 10,425 thousand. The hotel is not put into operation yet. The Group and the Bank recognised an impairment
charge of EUR 3,450 thousand in the 6 months ending 30 June 2016. We were unable to determine the recoverable amount of
the hotel operations as at 31 December 2015 therefore we were unable to determine the amount of the impairment that should
have been recognised in the Group’s statement of financial position line item “Investment properties” and the Bank's statement
of financial position line item “Loans to and receivables from customers” and the Bank's statement of financial position line item
“Available for sale financial assets”, and aceumulated losses as at 31 December 2015 and the effect on the income statement for
the 6 months ended 30 June 2016 thereon. This matter was referred to in the audit report on the 31 December 2015 finaneial

statements.

4)  As at 31 December 2015 the Group's and the Bank's statement of finaneial position line item “Loans to and reeeivables from
customers” included net loans to two operating hotels in Russia in the amount of EUR 34,506 thousand. The Group and the
Bank received repayment on those loans of EUR 3,200 thousand and recognised a reversal of impairment of EUR 1,940
thousand in the 6 months ending 30 June 2016. We were unable to determine the recoverable amount of the hotel operations as
at 31 December 2015 therefore we were unable to determine the amount of the impairment, if any, that should have been
recognised in the Group's and the Bank's statement of financial position line item “Loans to and receivables from customers”
and accumulated losses as at 31 December 2015 and the effect on the Group's and the Bank’s income statement for the 6 months
ended 30 June 2016. This matter was referred to in the audit repart on the 31 December 2015 financial statements.

Qualifted Opinion

In our opinion, except for the effect of the matters described in the Basis for Qualification paragraph 1) and except for the possible effect
of the matters deseribed in the Basis for Qualification paragraphs 2) to 4), the interim condensed consolidated financial statements of the
Group and the interim condensed standalone financial statements of the Bank are prepared, in all material respects, in accordance with
International Accounting Standard 34 “Interim Financial Reporting” as adopted by the European Union.

Emphasis of Matter

We draw attention to Note 2 paragraph “Going concern consideration” to these interim condensed financial statements deseribing the
material uncertainties related to the need to successfully implement the Bank's approved strategy. This, along with other matters as
described in Note 2, indicates the existence of a material uncertainty, which may cast significant doubt about the ability of the Group and
the Bank to continue as a going eoncern. Our opinion is not qualified in respect of this matter.

Report on Other Legal and Regulatory Requirements

We have read the Report of the Chairman of the Supervisory Couneil and the Chairman of the Management Board of the Group and the
Bank set out on pages 3 to 5 of the accompanying interim report for the 6 months ended 30 June 2016 and did not identify material
inconsistencies between the financial information contained in the Report of the Chairman of the Supervisory Council and the Chairman
of the Management Board of the Group and the Bank and that contained in the interim condensed financial statements for the 6 months

ended 30 .June 2016.
Other matter

The comparative information for the income statements, statements of comprehensive income, changes in equity and cash flows, and
related explanatory notes, for the 6 months ended 30 June 2015 has been neither audited nor reviewed.

PricewaterhouseCoopers SIA
Certified audit company
Licence No. 5

Ilandra Lefina

Certified auditor in charge
Certificate No. 168
Member of the Board

Riga, Latvia
20 October 2016
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CONDENSED INTERIM INCOME STATEMENTS

30.06.2016 30.06.2015 (unaudited)
Group Bank Group Bank
Notes EUR000 EUR'000 EUR000 EUR'000
Interest and similar income 17 955 9193 25694 12951
Interest and similar expense (9 7400 {3 640) (11 800) (3 469)
Net interest income 3 81215 5553 13894 9482
Fee and commission income 14 472 11255 14910 9843
Fee and commission expense (1921) (1 687) (1 998) (1 639)
Net fee and commission income 4 12 551 9568 12912 8204
Dividend income 21 21 12 12
Net trading profit(loss) from bonds and shares 205 (124) 624 (307)
Fair value adjustment of bonds and shares 807 (% 1 935 538
Profit/(Joss) from derivative instruments and forcign exchanges
iriding, el 5 866 4048 6370 6329
Profit/(loss) from revaluation of open position, net 1 475 162 (2091) {1 525)
Net gain or (loss) from sales of available-for-sale financial 5
gsaets 7409 10 789 912 1 045
Net financial income 36 549 30009 34568 23778
Other operating income 6 12 639 861 15144 894
Other operating expense (6821) (114 (10467) {1 108)
Adminisirative expenses (24 436) (13 506) (27 851) (13 868)
Persannel expenses {14 598) (7489) (16 183) {6 601)
Other expenses (9838) (6017) {11 668) (7 267)
Depreciation and amortization (2 646) (721) (1745) ( 486)
Net operating income 15 285 15 469 9649 9210
Impairment of investment properly 15 (3 450) - (2 605) -
Result of acquisition of subsidiary 14 6165 - - -
Impairment loss of available for sale financiol assets 12 {1 600) (3 388) . H
Reverse of impairment loss on assets held for sale - 4 4
Impairment loss on held-to-maturity financial asscts (5) (3) - -
Impairment losses on financial assets 11 (8039) (10 338) (5 549) (3 752)
Reverse of impairment losses on financial asscts 1 18273 6275 2511 763
Impairment charge 11344 (7 456) (5639) {2 985)
Net profit before tax 26 629 8013 4010 6225
Comorate income tax (1183) ( 295) (1 794) (462)
Profit 25 446 7718 21216 5763
Attributable to:
Equity holders of the pareni 25336
Non-contralling interests 10

The accompanying notes on pages 17 to 57 form an integral part of t
separate financial statements.

lidated and separate financial statem ages 10 1o 57 were approved by the
agement Board on 20 October 2016:

The condensed interim con
Supervisory Council a

Chairman of the Supervifory Council Chairman of the Management Board
G.Guselnik O.R.Bramwell

10
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CONDENSED INTERIM STATEMENTS OF COMPREHENSIVE INCOME

30.06.2016 30.06.2015 (unaudited)
Group Bank Group Bank
Notes EUR’000 EUR’000 EUR'000 EUR'000

Profit 25 446 7718 1216 5763

Items that may be reclassified subsequently to profit or loss:
Translation gain from foreign operations

Translation gain from arising during the reporting period 4567 - 10171 -

4567 - 10171 -

Revaluation, net of tax 344 10 89 3559 13 140

Net (gain) from sales of available-for-sale financial assets 5 (7409) (10 789) (912) (1045)

(7 065) 107 20647 12095

Other comprehensive income, net of tax (2 498) 107 12 818 12 095

Total comprehensive income 22948 7825 15034 17 858

Attributable to:

Equity holders of the parent 22753 14 846
Non-controlling interests 195 188

The accompanying notes on pages 17 to 57 form an integral part
separate financial statements,

The condensed interim consoli ‘
Supervisory Couneil and ement Board on 20 October 2014,

Chairman of the SMsofy Council
G.Guselnikov O.R.Bramwell
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CONDENSED INTERIM STATEMENTS OF FINANCIAL POSITION

30.06.2016 31.12.2015
Note Group Bank Group Bank
EUR000 ELUR000 EUR™00 EUR000
Assels
Cash and balances with the central bank 7 06 371 82701 45 360 30 626
Loans 1o and receivables from banks 8 50324 46 060 197 421 192 844
Trading financial assets 9 78 400 - 67 370 109
Derivatives financial instruments 853 852 1 809 | 806
Loans 10 and reccivables from customers 10 277 536 236 441 314 3006 245 388
Available-for-sale financial assets 12 243577 478 825 253 782 476 089
Held-to-maturity financial assets 13 18 518 18518 19 802 19 802
Prepaid corporate income tax 325 - 252 -
Investment property 15 93 479 6225 106 642 6225
Tangible fixed assets 108 605 28 363 65 158 19 859
Goodwill and other intangible assels 14 16 150 854 10 660 151
Asseis held for sale 1770 541 1 796 541
Other assets 33294 5036 45 B6R 11 520
‘Total assets 1028 202 904416 1130226 1 005 660
Liabilities e R TR e
Due to the central bank and other banks 16 934 2079 1913 1 831
Derivatives financial instruments 343 253 347 iy
Customer deposits 17 820134 727 200 957972 840913
Subordinated debt 18 41221 36 280 38135 38135
Debt securitics 19 37713 37713 28 354 28 354
Deferred tax liabilities 3564 750 2743 773
Other liabilities 22077 5188 21517 §230
Total linbilities 925 986 809 463 1050 981 918 555
Equity attributable to equity holders of the Bank
Share capital 20 131 102 131 102 131 102 131 102
Reserves 10 10 10 10
Revaluation reserve of tangible fixed assets, net of tax 5461 4 246 5456 4379
Revaluation reserve of available-for-sale financial assets, net of
1ax (1397) 2878 5668 2771
Revaluation reserve of foreign currency translation (26 878) - (31222) -
(Accumulated losses) (6 929) (43 283) (32421) (51157)
Total equity attributable to equity holders of the Bank 101 369 94 953 78593 87105
Non-controlling interests 847 - 652 .
Total equity 102 216 94 953 79 245 87 105
Total liabilities and equity 1028 202 004416 1130226 1005 660
e LT T
—_—

Off-balance sheet items

Commitments and contingencies 4--] -
Contingent linbilities 11276 4084 13.000 3730/
Commitments 19171 '5436 8428 2403

Total commitments and contingencies 22

The accompanying notes on pages 17 to 57 form an integral part of't
separate financial statements.

airman\of ti¢ Management Board
.R.Bramwell
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JSC “NORVIK BANKA™

INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY

Bank

Asat31 December 2014
Revaluation of available- for-sale financial

assets, net of tax
Other comprehensive income
Profit / (loss)
Total comprehensive income
Amortization of revaluation reserve of
tangible fixed assets, net of tax
Changes in deferred tax habilities
Asat30 June 2015 (wasudited)
Revaluation of available- for-sale financial
assets, net of tax
Revaluation of tangible fixed assets, net of
tax
Other comprehensive income
Profit / (loss)
Total comprehensive income
Amortization of revaluation reserve of
tangible fixed assets, nel of tax
Changes in deferred tax liabilities
Merger of subsidiary company
Increase of share capital
|As at 31 December 2015 |
Revaluation of available- for-sale financial
asseis, nel of tax
Other comprehensive income
Profit / (loss)
Total comprehensive income
Amortization of revaluation reserve of
tangible fixed assets, net of tax
Changes in deferred tax liabilities

{As at 30 June 2016

The accompanying notes on pages 17 to 57 form an integral part of
separate financial statements,

Chairman of the

Revaluation
reserve of tangible

Revaluation
reserve of available

Share fixed assets, netof  for-sale financial
capital Reserve tax asseis, net of tax  Accumulated losses Total
EUR'000 EUR'000 EUR000 EUR’000 EUR’000 EUR’000
123101 10 3380 (4517) (40 952) 81022
- 12095 12 095
- - 12095 - 12095
. 3 - 5763 5763
- - - 12005 5763 17858
(115) 15 -
- - 17 - - 17
123 101 10 3282 7578 (5074) 08897
g (4 807) - (4807)
1 196 - 1196
= : T196 @807 - (3 611)
& . (16 lﬂ (16 158)
= - 1196 (4 807) (16 158) (19 769)
4 {116) 116 3
17 . . 17
- (41) (41)
8001 - - - 8001
131102 10 4379 2771 {51 157) 87 105
107 107
& - P 107 - 107
- 7718 7718
- - - 107 7718 7825
( 156) 156 a
. i 23 - 2 23
131 102 10 4246 7878 {43 183) 94953
Sy
. )
/

G.Guselnikov

O.R.Bramwell
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JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016

CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

CONDENSED INTERIM STATEMENTS OF CASH FLOWS

30.06.2016 30.06.2015 (unaudited)
Group Bank Group Bank
Note EUR000 EUR'000 EUR’000 EUR'000
Cash flow from operations
Profit before corporate income tax 26 629 8013 4010 6225
Depreciation of intangible and tangible fixed assets and write
off 4574 3114 2992 512
Increase in provisions for impairments losses on financial
investments 11 (10145) 4152 3209 3160
Interest (income) 3 (17955) (9193) (25 694) (12 951)
Interest expence 3 9 740 3640 11 800 3469
Dividend (income) (21) (21 (12) (12)
Impairment losses of assets held for sale - - (9 (4)
Impairment losses of held to maturity financial assets 5 5 . .
Impairment loss of available for sale financial assets 1600 3388 . *
Acquisition of subsidiary 14 (6 165) - - -
(Profit)/loss from available-for-sale financial assets 5 (7409 (10 789) (912) (1045)
(Profit)/loss from foreign exchange revaluation (1475) (162) 2092 1525
Non-realized (profit)/loss from investment property 15 3450 - 2605 -
Operating cash flow before changes in operating assets and
liabilities 21828 2 147 86 879
Decrease/(increase) in loans and receivables to banks (1148) (2353) (15077) (111)
Decrease/(increase) in trading financial assets (11030) 109 5393 9 801
Decrease/(increase) in derivatives financial assets 956 954 (93) (174)
Decrease/(increase) in loans and receivables to customers 15926 377 21 086 10 061
Decrease/(increase) in assets held for sale - - 837 ]
Decrease/(increase) in other assets 18 583 6189 (6 970) (1 963)
[ncrease/(decrease) in due to banks (979) 248 ( 748) (7562)
Increase/(decrease) in customer deposits (133 058) (113 279) (12 382) (12 138)
Increase/(decrease) in derivatives financial liabilities (4) { 66) (512) (452)
Increase/{decrease) in other liabilities (3611) (3 043) 2 305 (641)
Cash generated from (used in) operating activities (111 537) (112 865) (6 075) (2 295)
[nterest received 17817 7911 24759 10237
Interest (paid) (9579 (4074) (11 607) (3 460)
Dividend received 21 21 12 12
Corporate income tax (paid) (425) - (1309) -
Net cash generated from (used in) operating activities (103 703) (109 007) 5780 4 494
Cash generated from (used in) investing activities e e ———
Acquisition of intangible and tangible fixed assets (6759) (6621) (893) (253)
Sale of intangible and tangible fixed assets - - 3 -
Decrease/(increase) in held-to-maturity financial assets 1279 1279 (903) ( 903)
Acquisition of investment property 15 (4 445) - (2 440) X
Sale of investment property 15 1088 - 1 347 -
Decrease in available-for-sale financial assets 182733 187177 123 541 123 258
(Increase) in available-for-sale financial assets (168 241) (177556)  (202919)  (202954)
Net cash generated from (used in) investing activities 5655 4279 (82 264) (80 852)
Cash generated from (used in) financing activities - - -
Debt securities issued 9359 9359 23243 23243
Cash generated from/(used in) subordinated debt net (1855) (1 855) 680 4337
Net cash generated from (used in) financing activities 7504 7504 23923 27 580
Net increase/(decrease) in cash and cash equivalents (90 544) (07 224) (52 561) W
Cash and cash equivalents at the beginning of the period 21 241 166 223095 283173 250104
Effect of exchange changes on cash and cash equivalents 2310 162 3176 (1 525)
Cash and cash equivalents at the end of the period 21 152932 126 033 233788 199 801
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JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

o

CONDENSED INTERIM STATEMENTS OF CASH FLOWS

The accompanying notes on pages 17 to 57 form an integral part of these condensed
separate financial statements,

and separate financial state
nt Board on 20 October 2016:

The condensed interim consolida
Supervisory Council and Man

thé Management Board
O.R.Bramwell

Chairman of the Su i ouncil
G.Guselnikov
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JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

1. GENERAL INFORMATION

JSC “NORVIK BANKA” (“the Bank™) is a joint stock company incorporated in the Republic of Latvia acting in
accordance with Latvian legislation and Licence No. 30 issued by the Bank of Latvia on 27 April 1992,

The legal address of JSC “NORVIK BANKA” 15-2 Elizabetes Street, Riga, LV-1010 Latvia,

The Bank has 63 customers servicing centres. The main banking activities are local and international money
transfers, issue of loans, securities operations and foreign currency transactions.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accompanying condensed interim financial statements are presented in thousands of euro (‘EUR’).

The condensed interim financial statements have been prepared in accordance with International Accounting
Standard (“IAS™) 34 “Interim Financial Reporting” as adopted by the European Union (the “EU").

The accounting policies used in the preparation of these interim condensed financial statements are consistent with
those used in the annual financial statements of the Group and the Bank for the year ended 31 December 2015
which have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by
the EU,

Corporate income tax is recognised in each interim period based on the best estimate of the weighted average
effective annual income tax rate expected for the full financial year. If the estimate of the weighted average
effective annual income tax rate changes, amounts accrued for income tax expense in one interim period may
have to be adjusted in a subsequent interim period of that financial year. Interim period income tax expense is
accrued using the tax rate that would be applicable to expected total annual earnings, that is, the estimated
average annual effective income tax rate is applied to the pre-tax income of the interim period.

Significant accounting judgments and estimates

The presentation of condensed interim financial statements in conformity with IAS 34 as adopted by the EU
requires the entity to make estimates and assumptions that affect the recognised amounts for assets, liabilities and
disclosure of contingent assets and liabilities as of the period-end date as well as recognised income and expenses
for the reporting period. The resulting accounting estimates may differ from related actual results. In the reporting
period there where no changes in significant estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period or in the period
of the revision and future periods if the revision affects both current and future periods.

The most significant judgments and estimates representing most probably sources of uncertainty existing in the
current financial and economical market are consistent with those used in preparation of the 2015 financial
statements, Key sensitivities relating to material assets are disclosed in Note 2 under Sensitivity analysis.

Adoption of new revised standards and interprefations

The following new and amended IFRS and interpretations became effective in the first part of 2016, but
have no significant impact on the operations of the bank and these condensed interim financial statements:

e Amendment to IFRS 11 “Joint arrangements™ on acquisition of an interest in a joint operation;

e  Amendments to IAS 16 “Property, plant and equipment” and 1AS 41 “Agriculture” regarding bearer
plants;

e  Amendment to IAS 16 “Property, plant and equipment”, IAS 38 “Intangible assets” on depreciation and
amortisation;

e Amendments to IAS 27 “Separate financial statements” on the equity method,

e  Amendments to IAS 1 “Presentation of financial statements” regarding disclosure initiative;
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JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

e  Annual improvements 2014, The amendments include changes that affect 4 standards.

Certain new standards and interpretations have been published that become effective for the accounting
periods beginning after 1 July 2016 or later periods or are not yet endorsed by the EU:

e [FRS 14, “Regulatory Deferral Accounts" (effective for annual periods beginning on or after | January
2016, not yet endorsed in the EU);

¢ Amendments to IFRS 10 “Consolidated financial statements”, IAS 28 “Investments in associates and
joint ventures” (effective for annual periods beginning on or after 1 January 2016);

¢ Amendments to IAS 7 “Statement of Cash Flows* (effective for annual periods beginning on or after 1
January 2017, not yet endorsed in the EU);

e Amendments to IAS 12, “Income taxes™ recognition of Deferred Tax Assets for Unrealised Losses
(effective for annual periods beginning on or after 1 January 2018);

e Amendments to IFRS 2 “Share-based Payment* (effective for annual periods beginning on or after 1
January 2018, not yet endorsed in the EU);

e [FRS 15 “Revenue from Contracts with Customers” (effective for annual periods beginning on or after |
January 2018, not yet endorsed in the EU);

e IFRS 9 “Financial instruments” (effective for annual periods beginning on or after 1 January 2018).
IFRS 9 impact on financial statements is expected to have a significant impact on Bank and Group. The
Group is currently estimating its impact;

e IFRS 16 “Leasing” (effective for annual periods beginning on or after | January 2019, not yet endorsed
in the EU);

The Management of the Group and the Bank has disclosed the evaluation of these new standards and

interpretations (if any) on the financial statements for 2015. Further detailed evaluation is in progress, the results
of which will be disclosed in the financial statements for the year ended 31 December 2016.

Foreign currency translation

The foreign currency exchange rates for the principal currencies that were used as of the end of the period are as
follows:

30 June 2016 31 December 2015 30 June 2015
UsD 1.1102 1.0887 1.1189
RUB 71.5200 80.6736 62.3550

18



JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

Operating environment of the Group and Going concern
(a) Going concern considerations

The management have carefully analyzed the conditions impacting the Bank’s ability to continue as a going
concern. The Management considers that the key risks which can substantially impact the Bank’s operations and
financial position are:

e compliance with the minimum capital adequacy requirements and other regulatory compliance
requirements.

e legal proceedings connected to alternative energy sector;

s  exposure to Russia;

The Bank’s ability to continue as a going concern is substantially dependent on the successful management of the
aforementioned risks and the ongoing strengthening of its capital adequacy position. The Bank’s financial
statements are prepared on the going concern basis and do not include any adjustments, including valuation of
assets and liabilities, that may be required if the going concern assumption would not be applicable.

As of 30 September 2016, considering the included profit made in the first half of 2016, the ratio of adequacy of
the Bank/Group’s Tier One capital complies with the regulatory minimum level of the tier one capital (8.50%),
and as such the Group has met the previously agreed plan for strengthening its capital.

A key factor in meeting the minimum level of Tier One capital for the Group was both the reversal of provisions
and capital corrections for energy sector loans, following the positive legal and operating developments of this
exposure during 2016 and the income earned from the sale of the Group’s Visa Europe shares.

The Bank is confident that it can continue running as a Going Concern:

e The Bank maintains sufficient liquid assets (with a daily liquidity ratio of over 60% on average) to
meet its obligations

e That the current capital base is sufficient to meet any further external shocks, and that the total
capital of the Group and Bank is higher than that required (with buffer) by the various European
regulatory agencies

¢ The Group maintains a conservative view on lending to both corporate and retail segments

# The Group continues to reduce its non-profile asset base, freeing up resources for re-investment in
higher-yield assets

¢ The Group plans to reduce its exposure to Russia over time which would reduce volatility from the
balance sheet subject to market conditions this will be done without significant losses

s  The future profitability is sufficient to cover any externally-driven additional mark-downs on loans
and non-profile other assets

As part of the regular (at least annual) stress testing under the internal capital adequacy assessment process
(ICAAP) framework, stress testing of the liquidity of the Bank portfolio is conducted. In both the severe short-
term and mild medium-term testing cases the Bank is able to liquidate short and medium term assets such as
securities and overnight financial collateral to ensure depositor payments. In the longer-term if necessary the
management of the Bank are confident that additional assets could be liquidated through early repayment of
loans, though potentially at a discount to book value depending on the market situation.

Based on the above, the management of the Bank conclude that it is appropriate to prepare the financial
statements on the going concern principle. However, a material uncertainty still exists that may cast significant
doubt about the Bank’s ability to continue as a Going Concern. This is related to the need to successfully
implement the Bank’s approved Strategy which in turn depends on the Bank being able to reduce the exposures
to its non-core business, and ensure sufficient profitability from its core banking activities. In turn the fulfilment
of the Bank’s core-business strategy is dependent on the removal of the remaining restrictions imposed by the
FCMC.
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JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016

CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

(b) Exposure to Russian Federation

The following section discloses the Bank’s operations in the Russian Federation and full related exposure, both
core and non-core. As of 30 June 2016 there were the following assets of Russian origin:

1) a subsidiary enterprise — in 2014 “Barka-6anx” OAO (Russia) was acquired which provides a full range
of services of a commercial bank; balance sheet value of investments in Bank's available for sale
financial assets I[IAO "Hopeuk bask" (renamed in 2015) as of 30 June 2016was 51.1 million euro and as
of 31 December 2015 was 43.1 million euro;

2) a subsidiary enterprise — Landowner O0O - owner of investment property. Investment in subsidiary
book value as of 30 June 2016 was 12.8 million euro and as of 31 December 2015 was 10.4 million
euro;

3) a subsidiary enterprise — Orion Q0O - owner of investment property. Investment in subsidiary book
value as of 30 June 2016 was 12.1 million euro and as of 31 December 2015 was 12.8 million euro;

4) loans and accounts receivable granted to Russian developers of commercial real estate with the total
exposure of 102.5 million euro as of 30 June 2016 and 92.4 million euro as of 31 December 2015,
including hotels, operating in several major Russian cities;

30.06.2016 31.12.2015

Exposure Exposure

EUR000 EUR’000
Moscow and Moscow region 50 822 38 858
Perm 7688 7684
Kirov 14 504 16 099
Yekaterinburg 18 922 18 408
Tomsk 7270 11 381
Kirovo-Chepetsk 3337 -
Total 102 543 92 430

5) other loans related to Russia Federation - book value as of 30 June 2016 was 13.9 million euro and as of
31 December 2015 was 13.1 million euro.

The amount of the Group’s and Bank's deposits of which holders are residents of Russia are 219.6 and 67.8
million euro respectively or approximately 27% and 9% of the entire deposit base as of 30 June 2016, As of 31
December 2015 Group’s and Bank's deposits of which holders are residents of Russia were 218.5 and 80.7
million euro respectively or approximately 22.8% and 9.3% of the entire deposit base.

(c) Economic and conditions of the Russian Federation— macroeconomic situation and forecast

Russia’s near-term economic prospects continue to be determined primarily by demand and prices for its
core export products, particularly eil. The 32% increase in oil prices over the first three quarters of 2016,
including a 76% jump since the January 2016 low, supported hydrocarbon export receipts and profitability of the
energy sector. Although oil price volatility remained high throughout this year, exchange rate flexibility and
declining inflation have allowed Russia’s exporters to preserve most of the competitiveness gains achieved in
2014-2015. By sticking to its hawkish monetary policy stance, the central bank has gained credibility, including
for its end-2017 inflation target, while foregoing near-term support for the economy. Russia’s growth outlook for
2017, while dependent on commodity prices and the pace of global recovery, is modestly favourable under
plausible scenarios, thanks to low base effects, declining inflation and a recovery in domestic demand.

Russia’s economy in Q3 2016 continued to recover from recessionary trends observed in the previous
couple of years. In year-on-year terms, the decline in GDP appears to have bottomed out. Real GDP was flat
year-on-year in August and is estimated to have declined 0.7% over January-August 2016, This compares to the
0.9% YoY drop over H1 2016. In seasonally-adjusted terms, on government estimates, real GDP rose by 0.3%
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JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

MoM in August, having stayed near zero in the previous three months. From the production side, growth
resumed in the energy sector, metallurgy, chemicals, pulp and paper and food sectors. Industrial output rose 0.7%
YoY in August (and 0.4% YoY year-to-date) and was up 0.5% MoM in seasonally-adjusted terms. Agricultural
output rose 6.0% YoY in August (and 0.5% MoM in seasonally-adjusted terms); it was up 3.4% YoY over the
first 8 months of 2016.

Russia: Real GDP, % YoY change Russia: Industrial output, % YoY change
&
4.5 4.3
4 3.4
2 I l 1'3 ula
i = i
2010 2011 2012 2013 2014 H
2 -0.7*
a -3.7
Source: Rosstat, MinEcon :
= lon-Aug 2016, Economy Ministry estimate Source: Rosstat

Russia’s PMI data for September point to further recovery in the manufacturing sector. Headline manufacturing
PMI in September rose to 51.1, the highest level since November 2014, The improvement was due to higher
output and new orders components (the latter rose to 52.4 versus 51.8 in August). The central bank’s latest
estimates suggest that GDP will decline between 0.3% and 0.7% YoY in 2016.

Consumer demand remains subdued. Real retail sales contracted 5.1% YoY in August and was down 5.7% YoY
over the first 8 months of 2016. Real wages fell 1.0% YoY in August, to drop 0.3% in January-August 2016.
Given the strength of oil prices and the favouralbe outlook for new orders in manufacturing, we project that
postitive growth momentum will continue in Q4 2016, limiting real GDF decline to 0.5% YoY in 2016.

Russia's real wages, retall sales, % Markit Russia manufacturing PMisa
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Russia’s inflation declined further in Q3, to 6.4% YoY in September, from 6.9% in August and 7.2% in
July. The continuing disinflation process should be attributed to the central bank’s relatively tight monetary
policy and sluggish domestic demand. The gap between headline inflation and the key rate (10.0%) remains
above 350 bps. However, the central bank is now set to keep rates on hold until Q1 2017 at the earliest, following
a surprisingly hawkish policy statement in mid-September. We currently expect inflation to be close to 5.6% at
end-2016.

Russla's CPlinflation, % change 8 Russia: CPI, core Inflation, key rate, %
Dec/Dec
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EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

Russia’s central bank has revised its original forecast for Q2 2016 current account surplus down to $1.5bn,
from $3.4bn estimated three months ago. On the 4-quarter rolling basis, the current account surplus in Q2 2016
has been scaled down to $36.6bn (3.0% of GDP) from 3.1% of GDP earlier, compared to 4.0% of GDP in Q1.
The revisions were due mainly to a higher deficit in the services trade balance. Given the seasonal pattern,
quarterly current account balance has likely deteriorated further in Q3.

The government revised its full-year 2016 budget projections in September, allowing federal budget deficit to
increase to 3.7% of GDP (or 4.5% excluding privatization reciepts from revenue). Large-scale social payments in
early 2017 would preclude early easing of monetary policy next year.

During Q3 2016 the rouble fluctuated in a relatively narrow range of 62-65 against the dollar and
appreciated to 62 in early October when oil prices reached a 4-month high of $52.5/bbl. At the current level of oil
prices, the most likely outcome for the rouble at the end of the year is 63-65 against the dollar. Since OPEC’s
unexpected agreement in late September 2016, the rouble appreciated about 3% (oil prices rose more than 13%).
Scope for further RUB appreciation is limited as the CBR may start replenishing reserves via interventions at
RUB level stronger than 60.

USD/RUB, EUR/RUB The rouble against the dollar, oll
prices $/bbl
95 0 0
o 80 s |ISDRUB
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75 &0
70
65 »
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Souree: Bloomberg. Source: Bloomberg.

Russia: macroeconomic forecast

Russia’s near-term economic prospects will remain sensitive to the prevailing oil price levels. Projecting oil
prices credibly in the medium term remains a challenging task, thus it is appropriate in our view to consider a
number of scenarios for oil prices while developing Russia’s macroeconomic forecasts. The favourable outcome
of the OPEC meeting in Algiers in September has created strong support for oil prices at about $45/bbl (Brent).
We are therefore inclined to use a scenario with average Brent oil price of $47.5/bbl as our base-case (probability
40%), while assigning a 30% probability to a higher oil price scenario ($55/bbl or stronger). A scenario with a
$40/bbl oil assumption is less likely in our view (25%), with some 5% probability left for an extremely weak oil
price scenario (of about $25/bbl). These scenarios are summarized in the table below.
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Qil (Brent), $/bbl (vear average) 45 25 40 47.5 55
Real GDP, % change -0.5 -1.0 0.4 1.0 1.4
USD/RUB (year average) 67.1 80.0 68.5 65.5 62.5
Inflation annual, % change Dec/Dec 5.6 6.3 4.7 4.2 3.8
Current account balance, $bn 124 22.0 29.0 38.0 50.0
Key policy rate, year-end, % 10.0 10.0 9.0 8.5 8.0
Interbank 91-180 days, % 10.5 10.7 9.5 9.0 8.5
Interbank rates 181 day - 1 year, % 10.7 10.9 0.7 0.2 8.7
FX reserves, year-end, $bn 7o 360 394 399 404
Budget balance, % GDP -4.2 -6.0 -3.0 -2.6 -2.1
Memorandum:

EUR/USD 1.12 1.05 1.10 1.12 1.15
EUR/RUB 782, 84.0 75.4 73.4 71.9

Source: Norvik Banka Research
Outlook for rouble-denominated assets is closely linked to the prospects of the currency’s movements
against key benchmark currencies. While projecting the rouble’s exchange rate over a distant period has
become far less reliable following the introduction of a free float (since 10 November 2014) and the imposition
of Western sanctions against Russian entities in 2014, the evolution of Russia’s monetary and fiscal policy since
then has allowed ourselves to make a number of important assumptions:

ki The rouble’s movements in 2017 are likely to reflect primarily longer-term trends such as rebalancing of
Russia's external account, rather than merely near-term changes in oil prices.

2 The risk of sudden adverse developments for the rouble (such as new trade restrictions or financial
sanctions) has diminished but did not disappear completely. Notwithstanding this risk, our medium-term
forecasts for RUB call for its further gradual appreciation against the basket (and the euro).

3. The rouble’s exchange rate against the euro is not a key currency pair and would be determined by the
rouble’s moves against the basket and the dollar (which is the focus for most investors in Russia).
4. We expect the euro’s to be broadly stable against the dollar on average over the next year, at about 1.12.

Under alternative plausible scenarios, the euro would stay in the 1.10-1.15 range against the dollar. In an unlikely
scenario (5% in total) of a surge in US inflation and aggressive FOMC tightening, we would expect the euro to
weaken to about 1.05 against the dollar.

Based on our current projections for average RUB exchange rate of 65.5 versus USD in 2017, and broadly
unchanged EURUSD at 1.12, we project EURRUB exchange rate of about 73.4, with only modest
variations under the forecasts for oil prices of either $40/bbl or $55/bbl, thanks in part to the fact that the
dollar tends to strengthen during periods of weak oil prices.

In an extreme scenario for oil prices crashing to about $25/bbl and staving low throughout 2017 (5%
probability, in our view), the Rouble’s exchange rate is likely to move towards 80 against the US Dollar and 84
against the Euro.

(d) Capital adequacy and Further Plans
In the year 2016, the Group conducted activities under the plan for strengthening of the capital, which at the
moment has led to the improvement of the Group’s capital adequacy.

In the first half of the year 2016, the Bank submitted to the Financial Capital and Market Commission the plan
for strengthening of the capital. In this plan, the Bank provided several development scenarios. The Group
determined the level of probability of each scenario. The scenarios believed to be the most probable was
selected. The main positions of this scenario are:

- return of accumulations and corrections of the capital in regard to the energy sector’s loans (assessed as with
high probability);

- acquisition of income in the amount of 10 million euro on sale of Visa Europe share (assessed as with high
probability );

- measures to reduce exposure of the assets in Russia;

- income of the first half of the year 2016.
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In the first half of the year 2016, significant positive changes took place in regard to return of the energy sector’s
loans. As it was already described in Note 2, the attachment from part of the property owned by company SIA
Winergy was removed. The company is able to generate more than 4 million euro of net cash flow per year,
which will be directed to the loans repayment and interest payments. Positive changes gave the possibility for the
Bank to present sufficient arguments to the FCMC, which confirm creditworthiness of the borrower and,
accordingly, the possibility to reduce the amount of the previously made accumulations and full reverse of the
capital corrections.

One of the Bank’s main tasks for the year 2016 is refinancing of the loans granted against security of the
immovable property located in Russia, as well as sale of the assets located in Russia. This will positively affect
and will allow protecting against further sharp fall of the rouble rate, which may influence the operating results
of the Bank.

The management of the Bank currently is closely involved with the implementation of these activities.

The Bank keeps using the subordinated capital — during 2016 the balance sheet value of the subordinated
deposits and subordinated bonds increased from 66.5 million euro to 74.0 million euro.

According to the Basel 111 standards, the use of the Tier II capital to determine capital adequacy is limited to 50%
of Tier I capital in 2016. However, such form of capital is important and maintains further development of the
business. The ratio between Tier II capital (not considering half-yearly yield) and Tier I capital as of the first half
of 2016 was 79% at the Group’s level and 70% at the Bank s level.

In 2016 the Bank pursued systematically its policy related to the disposal of taken-over assets, and it remains one
of the main tasks in future. Free resources, in their turn, will be channelled into earning additional profit by the

Bank.

According to the approved strategy, the Bank plans to keep its niche on the financial market, as well as to attract
a new audience of customers by offering innovative products and expanding the variety of its offers in other
geographical regions. The Bank keeps operating in accordance with the strategy with respect to the commission
income related, in particular, to the transaction business which covers foreign exchange transactions, payment
services and asset management.

In accordance with the approved strategy in relation to the corporate and retail lending the Bank keeps adhering
to a conservative stance towards credit risk management.

As stated in previous reporting periods, the Bank follows the pre-approved plan aimed at exiting the Armenian
market by liquidating the subsidiary Norvik liquidation Universal Credit Organization CJSC. The subsidiary’s
capital decreased by 458.7 thousand euro in 2016, and the investment amount as of 30 June 2016 was 3.9 million
euro. The impact on the Group’s financials is not considered significant.

At present, the Bank has two real estate items entered in the books as a liquidation quota: from the subsidiary
SIA E15 - a real estate item in Riga, Elizabetes Street 15, valued at 6.75 million euro (September 2016), and
from the subsidiary A/Jurine Ltd — a real estate item in Riga, Raipa Boulevard 11, valued at 5.5 million euro
(March 2016).

In July 2016 an open-end alternative investment fund NORVIK CIS Fixed Income Absolute Return Fund was
registered. For the fund management purposes the Bank uses its personnel’s experience, in particular, the
experience of analysts of the subsidiary Norvik Banka UK Limited (United Kingdom).

One of the major events of the first six months was the Bank’s planned receipt of compensation to the members
of Visa Furope, which took place in the second quarter 2016 under the transaction, as a result of which the
company Visa Inc acquired the company Visa Europe. As a result of the transaction the Bank received funds in
the amount of 7.8 million euro and preferred shares of the company Fisa Inc in the amount of 3 million euro. The
amount received is reflected in the profit and loss statement of the Bank/Group.

A market share in the pension asset management business (under the management of AS Nervik leguldijumu
Parvaldes Sabiedriba, Norvik IPS) keeps demonstrating growth owing to a wide customer servicing network and
good management results. The amount of the 2nd tier funds managed by Norvik IPS was 93.4 million euro in
June 2016, and at present is 100.5 million euro (in December 2015 — 86.3 million euro). Such a size of the
managed portfolio in the first half of 2016 allowed Norvik IPS to earn a commission income in the amount of 0.5
million euro.
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Capital adequacy ratio of the Bank/Group as of the end of June 2016 was 18.64%/12.56% (considering the
inclusion of profit gained in the first half 2016 in the calculation of the capital adequacy ratio — 19.83%/13.68%).
As of 30 September 2016, the amount of high risk assets decreased significantly; thus, considering the included
profit gained in the first half 2016, the Bank/Group’s Tier I capital adequacy ratio will meet the requirements set
by the laws and regulations.

The Bank is continually searching for investors to increase its equity capital which is the key element of the Tier
I capital and functions as a basis for business expansion. Additional Tier I capital will offer an opportunity of
gaining additional profit by means of investing in financial instruments and will have positive impact on the
attraction of new customers and, thus, on the Capital.

Sensitivity analysis

As at 30 June 2016 the Bank’s balance sheet position “Loans to and receivables from customers” includes a net
exposure of 45 million euro to wind energy industry (Group’s balance sheet positions “Tangible fixed assets”
respectively 40 million euro and “Intangible assets” — 5 million euro). The Group’s management has assessed the
recoverable amount of the loan based on the enterprise value determined by an independent valuation expert. Key
assumptions used in valuation:

NWC (Net working capital) rate — from 9,12% to 5,3%

WACC (weighted average cost of capital) rate for existing wind park — 7.46%

WACC rate for developing wind park — §,22%

Electricity sales price — 110 EUR/MWh

If WACC rate would decrease to 6.46%, the enterprise value would increase to 49 million euro. This would allow
to reverse provisions in the amount of 4 million euro in the Bank’s balance sheet.

As at 30 June 2016 the Bank’s and the Group’s balance sheet position “Loans to and receivables from customers”
includes a net exposure of 49 825 thousand euro and 41 114 thousand euro respectively to hotel operations in
Russia. The Group’s management has assessed the recoverable amount of these exposures based on the
valuations of independent valuation experts. Key assumptions used in these valuations:

Room rate — from EUR 70 to EUR 130

Occupancy rate — from 55% to 65%

Discount rate — from 15% to 20,3%

Capitalization rate — 13,3%

If these assumptions are changed by 5%, the collateral valuations would change by 8%.

This might further lead to increase or reversal of provisions for loans in the amount of up to 8% of collateral
value,

As at 30 June 2016 the Bank’s and the Group’s balance sheet position “Loans to and receivables from customers™
includes a net exposure of 34 050 thousand euro to commercial property in Russia. The Group’s management
has assessed the recoverable amount of these exposures based on the valuations of independent valuation experts.
Key assumptions used in these valuations:

Year rent rate per sq. m. — from EUR 420 to EUR 520

Vacancy rate — from 17,5% to 20,5%

Discount rate — from 13% to 18%

Capitalization rate — from 10,3% to 11,04%

If these assumptions are changed by 5%, the collateral valuations would change by 10%.

This might further lead to increase or reversal of provisions for loans in the amount of up to 10% of collateral
value,

As at 30 June 2016 the Bank’s and the Group’s balance sheet position “Loans to and receivables from customers”
includes a net exposure of 18 667 thousand euro to other real estate in Russia. The Group’s management has
assessed the recoverable amount of these exposures based on the valuations of independent valuation experts.
Key assumptions used in these valuations:

Year rent rate per sq. m. — from EUR 170 to EUR 220

Vacancy rate — from 10% to 15%

Discount rate — from 15,75% to 20%

Capitalization rate —from11,75% to 14,25%

If these assumptions are changed by 5 %, the collateral valuations would change by 7%.
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This might further lead to increase or reversal of provisions for loans in the amount of up to 7% of collateral
value.

As at 30 June 2016 the Bank’s and the Group’s balance sheet position “Loans to and receivables from customers”
includes a net exposure of 13 944 thousand euro to processing business in Russia. The Bank’s management has
assessed the recoverable amount of these exposures based on the valuations of independent valuation experts.
Key assumptions used in these valuations:

EBITDA margin — from 28% to 36,4%

Net profit margin — from 21,6 to 27%

NWC rate — 13,63%

Discount rate — 23,34%

Capitalization rate — 19,07%

If these assumptions are changed by 5%, the collateral valuations would change by 8%.

This might further lead to increase or reversal of provisions for loans in the amount of up to 8% of collateral
value.

Fluctuation of the Russian ruble might have significant impact on the Bank’s and Group’s assets and liabilities as
well as on income statement positions.

Goodwill

Under IAS 36 “Impairment of Assets” goodwill is reviewed for impairment once a year or more frequently when
there are indications that impairment may have occurred. If such indications exist the Bank estimates the
recoverable amount of goodwill. In case if the carrying amount of goodwill is greater than its estimated
recoverable amount an impairment loss of goodwill is recognized in the Group’s consolidated income statement.
There was no impairment identified in 2015 and in 6 months 2016.

Basis of Consolidation

The consolidated financial statements include all subsidiaries which are those companies in which the Group
directly or indirectly has an interest of more than half of the voting rights or otherwise has power to exercise
control over operations. Control is achieved where the company has the power to govern the financial and
operating policies of an investee enterprise so as to obtain benefits from its activities. The subsidiaries are
consolidated from the date on which effective control is acquired by the Group and are no longer consolidated
from the date of loss of control.

The Bank and the following companies make up a group of entities, controlled either directly by the Bank or
through the Bank’s investment funds and are consolidated in the Group financial statements:
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JSC “NORVIK BANKA”
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EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

Seasonality of interim operations
The Group's and the Bank’s operations are not subject to seasonality.

Legal proceedings

(a)

3 961 thousand USD (equivalent to 3 638 thousand euro) was blocked on the account of the Bank opened in the
Deutsche Bank Trust Company Americas (as specified previously in the Management reports to the annual reports
for year 2014 and 2015).

As of 30 June 2016 on the basis of certain Bank’s requests and applications this amount was reduced to 1 206
thousand USD (equivalent to 1 086 thousand euro). Observing and guided by precaution principle, making the
capital adequacy calculation the Bank/Group used a capital correction for the amount of 663 thousand USD
(equivalent to 597 thousand euro), This case in USA court now is in a pre-trial discovery process and plaintiff
requested from the Bank a number of documents without observance of a Credit Institution’s Law requirements
regarding requests of information. The Bank’s lawyers in USA considers that it will be difficult for the plaintiff to
meet all procedural requirements regarding documents request and there is a high possibility that USA court will
take a decision about forum non conveniens regarding USA jurisdiction and case will be dismissed. Bank supports
such position and is planning to submit relevant motion to USA court.

(b)
In 2014 a process of liquidation of Norvik (Malta) Sicav Plc. and its sub-funds has been started. The investment in
total value of 7 531 thousand euro is stated at fair value based on the latest available valuation reports by

independent evaluators.

(c)

The amount of total Bank's and Group's gross exposure to the alternative energy sector loans on 30 June 2016
comprised 53 019 thousand euro.

On 17 February 2016 the Bank's subsidiary closed investment fund “Nakotnes Ipafumu Fonds™ (hereinafter
referred to as - SIF Nakotnes Ipasuma Fonds) acquired 100% shares of Ansager Global Limited.

During the first half of 2016 the legal proceedings on civil cases affecting the Group companies and related to the
alternative energy sector companies have been completed.

In the first half of 2016 the hearing of criminal proceedings, within which the Bank has been recognised as the only
“yictim”, proceeded. A number of decisions to remove seizures towards the Property have been adopted during this
period thus facilitating significantly the Group's commercial activity and allowing looking positively towards its
activity in the future. As of 30 June 2016 the cash flow generated by sale of alternative energy produced by wind
power stations was fully released, the seizures towards 3 wind generators and substation were removed, the funds
in the total amount of 1.97 million euro have been released to fulfil SIA "Winergy" obligations towards the state
budget and compensate the Bank's expenses related to legal proceedings.

In the context of consideration of the eriminal proceedings the Bank keeps taking measures aimed at the complete
removal of property seizures.

In view of all the above, the management of the Bank has a grounded reason to consider a good possibility to
recover in 2016 the money granted in the form of loans as high, taking into account both settlement of civil cases
and significant progress in the consideration of the criminal proceedings.

Moreover, the Bank has received from a number of investors an offer to buy these assets upon completion of all
legal procedures at a price exceeding the current amount of the debt. Thus, the Group sees a positive way to
resolve this entire situation in the near future.

At the request of the Management, independent valuator from international consulting firm made business
valuation of the Group's assets related to the energetic sector as of 30 June 2016:

e large park with installed power 20.7 mWh;

e development park with a planned additional power 31.23 mWh;

e  small park with installed power 1.75 mWh.
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The value of three specified business objects is based on the following essential parameters:

. the expected annual electricity price index from 1.3 to 2.3% per year;

. WACC rate in the range of 6.46% -8.46% -for large and small parks and in the range of 7.22% -9.22% -
for the development park.

Business value is estimated from 35.6 - to 54.0 million euro with final central value of 44.6 million euro.
The independent valuator from international consulting firm- noted two important moments in business evaluation:
s the evaluation represents the results which were obtained according with the conservative approach and
requirements of methodology;
e there is a high probability that the actual realization of business value may be higher than indicated in the
evaluation.
In the valuation, valuators did not take into consideration ongoing legal proceeds.

In the Bank's 2016 semi-annual report the Bank’s Management identified the fair value for energy sector’s assets
at 45 million euro, Based on valuation the Bank and the Group was able to reverse 12 million euro capital
correction established for capital adequacy calculation as at 30 June 2016 and was able to reverse provisions
created in previous periods by 963 thousand euro. After adjustments, the impairment on energy sector’s assets
exposure is still § million euro.

3. NET INTEREST INCOME

30.06.2016 30,06.2015 (unaudited)
Group Bank Group Bank
EUR'000 EUR™000 EUR'000 EUR000

Interest income 17 955 9193 25 694 12 951
Loans to and receivables from customers 11485 6532 14 642 6953
Loans to and receivables from banks 80 48 875 402
Available-for-sale securities 2399 2399 5152 5152
Trading securities 3773 3 4 767 216
Held-to-maturity financial assets 178 178 195 195
Other 40 33 63 33

Interest expense 9740 3 640 11 800 3 469
Customer deposits 6177 939 8317 826
Deposits from banks 142 142 513 -
Subordinated debt 1384 1094 1072 1072
Payments in the Deposit Guarantee Fund 876 448 1250 954
Debt securities 1017 1017 617 617
Other 144 - 31 -

Net interest income 8215 5553 13 894 9482

Decrease in net interest income is observed due to decrease in the amounts of the securities portfolio and the loan
portfolio and due to fall in interest rates on the market.
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4. NET FEE AND COMMISSION INCOME

30.06.2016 30.06.2015 (unaudited)
Group Bank Group Bank
EUR000 EUR000 EUR'000 EUR'000

Fee and commission income 14472 11 255 14 910 9 843
Account services and money transfer fees 9479 7 882 8009 6572
Commission for public utility payments 534 534 687 687
Payment cards 2 889 2026 3 867 1783
Brokerage services on securities 407 408 328 328
Asset management fees 484 8 919 9
Cash withdrawal 389 227 729 267
Commission on letters of credit and collection 43 43 97 97
Other 247 127 274 100

Fee and commission expense 1921 1687 1998 1639
Payment cards 702 588 1065 937
Services of correspondent banks 399 379 579 492
Securities purchase and brokerage services 306 226 207 207
Other 514 494 147 3

Net fee and commission income 12 551 9568 12 912 8204

5. NET GAIN OR LOSS FROM SALES OF AVAILABLE-FOR-SALE FINANCIAL ASSETS

30.06.2016 30.06.2015 (unaudited)
Group Bank Group Bank
EUR'000 EUR000 EUR'000 EUR000

Bonds and other fixed income securities 78 78 1045 1 045

Investments in subsidiaries (3413) (33) (133) z

Non fixed income securities (shares) 10 744 10 744 - @
Total 7 409 10 789 912 1045

6. OTHER OPEARTING INCOME

30.06.2016 30.06.2015 (unaudited)
Group Bank Group Bank
EUR'000 EUR'000 EUR'000 EUR'000

Rent of investment property 1143 257 1951 256
Typography 8186 B 9797 .
Penalties 277 137 328 107
Rent of premises 64 57 90 88
Other 2 969 410 2978 443
Total 12 639 861 15 144 894
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7. CASH AND BALANCES WITH THE CENTRAL BANK

30.06.2016 31.12.2015

Group Bank Group Bank
EUR'000 EUR000 EUR'000 EUR'000

Cash 19 205 13 057 19402 12 942
Due from the ceniral bank 77 166 69 644 25958 17 684
Total 96 371 82701 45 360 30 626

Balances with the Bank of Latvia represent funds held in the Bank’s clearing account. In accordance with the
regulations set by the Bank of Latvia the Bank’s average monthly correspondent account balance should not be less
than the amount of the statutory reserve which is calculated on the basis of the balance of liabilities included in the
reserve base as at the end of each month. As at 30 June 2016 the amount of the statutory reserve of the Bank was 7
544 thousand euro (31.12.2015: 8 482 thousand euro). Bank is compliant with this regulation.

8. LOANS TO AND RECEIVABLES FROM BANKS

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR000 EUR'000 EUR000

Demand placements with: 56 562 43 333 132 580 130 391
Banks of the Republic of Latvia 764 722 1104 1104
Banks of the OECD countries 11 486 28572 126 544 126 054
Banks of other countries 24 312 14 039 4932 3233

Loans to and receivables from: 2762 2727 64 841 62 453
Banks of the Republic of Latvia 659 659 180 180
Banks of the OECD countries 66 66 60273 60 273
Banks of other countries 2037 2002 4 388 2 000

Total 50324 46 060 197 421 192 844

As at 30 June 2016 the Group and the Bank have the following amounts pledged: 68 thousand euro for guaranties
(31.12.2015:; 568 thousand euro); 659 thousand euro for POS-terminal payments (31.12.2015: 736 thousand euro), 2
million euro for Forex deals (31.12.2015: nil); 35 and nil thousand euro for payment system (31.12.2015: nil),

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR'000 EUR'000 EUR'000
Breakdown by rating:

From Aaa to Aa3 438 438 35 35
From Alto A3 36 826 36 826 160 644 160 644
From Baal to Baal 10 509 2596 25778 25778
From Bal to Ba3 8029 3458 5902 3337
From B1 to B3 642 188 1 005 319
From Caal and lower 100 100 6 6
No rating 2780 2454 4 051 2725
59324 46 060 197 421 192 844
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9, TRADING FINANCIAL ASSETS

30.06.2016 31.12.2015

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

Trading bonds and other fixed income securities 78 399 - 67 369 109
QECD country bonds 548 - 569 -
Other country bonds 77851 - 66 800 109

Trading shares and other non- fixed income

securities 1 = 1 o
Other country shares 1 - 1 ¥

Total 78 400 = 67 370 109

10. LOANS TO AND RECEIVABLES FROM CUSTOMERS

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR'000 EUR'000 EUR’000

Net loans to: 241 134 201 258 248 103 179 685
Private companies 186 343 178 098 232 803 181 455
Individuals 60 615 21798 59 817 23 380
Finance companies 37172 37172 14 609 14 609
Allowance for impairment losses (Notel1) (42 996) (35810 (59 126) (39 759)

Receivables from: 36 402 35183 66 203 66 203
Finance companies 22 984 21765 68 143 68 143
Private companies 13 418 13418 - -
Allowance for impairment losses (Notel1) - - (1940) (1 940)

Total loans to and receivables from customers, net 277536 236 441 314 306 245 888
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30.06.2016 31.12.2015
Group Bank Group Bank
EUR’000 EUR 000 EUR™000 EUR'000
Geographieal segmentation of loans and receivables
Net loans to: 241 134 201 258 248 103 179 685
Residents of Latvia 51 994 80904 116 302 116 421
Residents of OECD countries 27 17 1 500 188
Residents of other countries 232109 156 147 189427 102 835
Allowance for impairment losses (Notell) (42 996) (35 810) (59 126) (39 759)
Receivables from: 36402 35183 66 203 66 203
Residents of Latvia P 2 2 >
Residents of OECD countries 16 102 14 949 18 982 18 982
Residents of other countries 20298 20232 49159 49 159
Allowance for impairment losses (Notell) - - (1940) (1 940)
Total loans to and receivables from customers, net 277 536 236 441 314 306 245 888
30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR000 EUR'000 EUR'000
Analysis of loans by type
Mortgage loans 54 466 60 872 60 273 65097
Industrial loans 84 569 105 071 80243 70 531
Commercial loans 52791 15513 63 182 24 667
Consumer loans 11 476 2385 9392 2740
Credit card balances 18 461 3569 18 735 3739
Reverse Repo transactions 454 454 548 548
Finance leases 5788 244 87 87
Other 13129 13150 15 643 12276
Net loans to customers 241 134 201 258 248 103 179 685

In February 2016 the Group lost control over the certain investments. In the result the Group derecognised
investment property and the Bank derecognised Available for sale investment with fair value 15 076 thousand euro
and instead recognized a loan at initial fair value of 15 076 thousand euro according to IAS 39.

As at 30 June 2016 the Group has received securities at fair value 1 611 thousand euro (at 31 December 2015: 1
975 thousand euro) as collateral for reverse repo deals and the Group is permitted to sell or re-pledge them. As at
30 June 2016 received securities have not been sold or re-pledged (at 31 December 2015 received securities have
not been sold or re-pledged).

As at 30 June 2016 the Group and the Bank have the following amounts pledged: 7 113 and 5 960 thousand euro
for card transactions (at 31.12.2015: 6 003 thousand euro); 2 995 and 2 953 thousand euro for Forex deals (at
31.12.2015: 4 350 thousand euro); 25 and nil thousand euro for payment system (31.12.2015: nil),
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Credit quality of loans and receivables;

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR000 EUR'000 EUR00
Loans to and receivables from customers
Neither past due nor impaired, of which: 197 466 153129 186 740 121 852
Morigage loans 26 365 38043 41822 48363
Indusirial loans 57471 56 879 27220 17 501
Commercial loans 34027 7 760 53225 16 297
Consumer loans 1248 741 7371 889
Credit card balances 25007 3062 18172 3203
Reverse Repo transaclions 454 454 548 548
Finance leases 3 344 - 88 88
Other 10948 11007 6 3598 3268
Receivables 36402 35183 31696 31695
Past due but not impaired 19 940 17 692 22889 17 528
Impaired 103 126 101 430 165 743 148 207
Gross amount 320532 272251 375372 287 587
(Provisions) (42 996) (35 810) (61 066) (41 699)
Total net loans to and receivables from customers 277 536 236 441 314 306 245 888
Group
At 30 June 2016 Past due but not impaired
up to 30 91 to 180 More than
days 31to 60 days 61 to 90 days days 180 days * Taotal
EUR'000 EUR'000 EUR'000 EUR000 EUR'000 EUR'000
Mortgage loans 672 3618 1192 234 2630 8 346
Industrial loans 1406 3327 3443 . - 8176
Commercial loans 41 174 - 373 200 788
Consumer loans 320 - - 4 324
Credit card 167 - . - 167
Finance leases - 74 - 1 - 75
Other 1961 - B - 103 2064
Total 4567 7193 4 635 612 2933 19 940
Bank
At 30 June 2016 Past due but not impaired
up to 30 91to180  More than
days 31to 60 days 61 to 90 days days 180 days * Total
EUR'000 EUR’000 EUR000 EUR'000 EUR™000 EUR000
Mortgage loans 610 3618 1164 - 997 6 389
Industrial loans 1 406 3327 3443 - - 8176
Commercial loans 41 174 - EYE] 588
Consumer loans 230 - - 4 234
Credit card 166 - - - 166
Finance leases - 74 - 1 - 75
Other 1961 - - - 103 20064
Total 4414 7193 4 607 378 1100 17 692
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Group
At 31 December 2015

Past due but not impaired

up to 30 91to 180  More than
days 31 to 60 days 61 to 90 days days 180 days * Total
EUR’000 EUR’000 EUR’000 EUR'000 EUR’000 EUR’000
Mortgage loans 11 851 3801 20 86 2358 18 116
Commercial loans - 43 184 - 503 730
Consumer loans 329 26 13 128 306 802
Credit card 160 205 210 502 1749 28206
Other 11 9 99 15 281 415
Total 12 351 4 084 520 731 5197 22 889
Bank
At 31 December 2015 Past due but not impaired
up to 30 01 to 180 More than
days 31to 60 days 61 to 90 days days 180 days * Total
EUR'000 EUR’000 EUR'000 EUR'000 EUR'000 EUR'000
Mortgage loans 11 609 3645 - - 997 16 251
Commercial loans - 43 . - 500 543
Consumer loans 283 - - 11 - 294
Credit card 150 - - - 150
Other - - 90 200 290
Total 12 042 3 688 90 11 1697 17 528

* Collateral values of these loans are sufficient to cover the loan balance; that is why these are considered not to

be impaired.

11. IMPAIRMENT LOSSES ON FINANCIAL ASSETS

The following table presents an analysis of the change in allowance account for impairment of financial assets.

Group

Industrial loans
Commercial loans
Consumer loans
Credit cards
Finance leasing
Mortgage loans
Other loans

Provisions for loans
Provisions for receivables
Other provisions

Total

At 31 Released
December Increase in from Foreign At 30 June
2015 allowance  Written off allowance exchange 2016
EUR'000 EUR'000 EUR’000 EUR'000 EUR'000 EUR'000
25221 1858 (7351) (8 756) 302 11274
9158 680 (1597 (3318) 379 5302
92072 561 (129) (659) 271 9116
12 255 655 (209) (1728) 1128 12 101
431 19 (381) (3) . 66
778 4041 (36) (7 (n 4775
2211 130 (226) (1750) (3) 362
59 126 7944 (9 929) (16 221) 2076 42 996
1940 ’ ’ (1940 - -
991 95 ( 561) (23) (9 493
62 057 8039 (10 490) (18 184) 2007 43 489
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At 31 Relensed At 30 June
December Increase in from Foreign 2015
Group 2014 allowance  Written off allowance exchange  (unaudited)
EUR000 EUR000 EUR000 EUR'000 EUR'000 EUR'000
Industrial loans 19 684 1263 (2 248) ( 206) 461 18 954
Commercial loans 7958 2085 (154) ( 248) 350 9991
Consumer loans 12 428 835 (308) ( 688) 179 12 446
Credit cards 9164 636 (64) (1069) 928 9 595
Finance leasing 442 2 - 3 z 442
Mortgage loans 685 165 - (%) 15 860
Other loans 477 80 - (122) 57 492
Provisions for loans 50 838 5066 2774) (2 340) 1990 52780
Other provisions 520 483 (162) - 41 882
Total 51 358 5549 (2 936) (2 340) 2031 53 662
At 30 June Released At31
2015 Increase in from Foreign December
Group (unaudited) allowance  Written off allowance exchange 2015
EUR000 EUR’000 EUR'000 EUR000 EUR’000 EUR'000
Industrial loans 18 954 8909 (176) (1817) ( 649) 251221
Commercial loans 5991 5609 (4928) ( 622) (892) 9158
Consumer loans 12 446 1735 (3772) ( 849) ( 488) 9072
Credit cards 9 595 10109 (697) (4 416) (2 336) 12255
Finance leasing 442 1 (9 (3 - 431
Mortgage loans 860 256 (297) (39) (2) 778
Other loans 492 1822 - (11) (92) 2211
Provisions for loans 52 780 28 441 (9 879) (7757) (4 459) 59126
Provisions for receivables - 1940 - - - 1940
Other provisions 882 310 (216) - 15 991
Total 53 662 30 691 (10 095) (71757T) (4 444) 62057
30.06.2015
Group 30.06.2016 funandicad)
EUR'000 EUR000
Result from impairment losses 10 234 (3 038)
Increase in allowance (loans) (8 039) (5 549)
Released from allowance (loans) 18 184 2340
Recovery of previously written-
off assets 89 171

The following table presents an analysis of the change in allowance account for impairment of financial assets.
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Bank

Industrial loans

Commercial loans

Consumer loans
Credit cards
Finance leasing
Mortgage loans
Other loans

Provisions for loans

Provisions for receivables

Other provisions
Total

Bank

Industrial loans

Commercial loans

Consumer loans
Credit cards
Mortgage loans
Other loans

Provisions for loans

Other provisions
Total

Bank

Industrial loans
Commercial loans
Consumer loans

Credit cards

Finance leasing
Mortgage loans

Other loans

Provisions for loans
Provisions for receivables

Other provisions
Total

At31 Released

December Increase in from Foreign At 30 June

2015 allowance Written off allowance exchange 2016

EUR'000 EUR'000 EUR*000 EUR'000 EUR'000 EUR'000

12439 1858 (7351) (1917) (45) 14 984

4770 463 (1597) (184) (26) 34206

7039 215 (133) (427) - 6694

1626 147 (209) (132) (n 2431

431 19 ( 381) (3) - 66

616 7460 2 5 (n 8075

1838 130 (226) (1574) (34) 134

39759 10 292 (9 897) (4 237) (107) 35810

1940 = - (1940) - -

540 46 ( 550) (9 (11) 16

42239 10 338 (10 447) (6 186) (118) 35826

At31 Released At 30 June

December Increase in from Foreign 2015

2014 allowance  Written off allowance exchange  (unaudited)

EUR’000 EUR000 EUR’000 EUR’000 EUR’000 EUR'000

18 228 1254 (2 248) (64) 132 17 302

8 861 1638 (154) 55 110 10 510

11 354 420 (308) (478) - 10 988

3281 173 ( 64) ( 104) 5 3201

608 37 - - 3 648

160 73 - (@)) 10 242

42492 3595 2774) (592) 260 42 981

482 157 (157) - 4] 523

42974 3752 (2931) (592) 301 43 504
At 30 June Released At31
2015 Increase in from Foreign  Reorganiza- December
(unaudited) allowance  Written off allowance exchange tion 2015
EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 EUR’000 EUR'000
17 302 5637 (176) ( 388) 64 - 22 439
10 510 1433 (4 793) (153) 68 (2 295) 4770
10 988 244 (3 789) (404) - 7039
31291 141 (697) (110) 1 i 2626
- 1 - - - 430 431
648 176 (204) (5) 1 - 616
242 1605 - (13) 4 @ 1838
42 981 9237 (9 659) (1073) 138 (1 865) 39 759
- 1940 - - g 1940
523 10 ( !ﬂ - 15 - 540
43 504 11 187 (9 667) (1073) 153 (1.865) 42 239
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Bank 0062016 j:;":;:lg
EUR’000 EUR'000
Result from impairment losses (4 063) (2 989)
Increase from impairment
(loans) (10338) (3 752)
Released from impairment 6186 502
Recovery of previously writien-
off assets 89 171

12. AVAILABLE-FOR-SALE FINANCIAL ASSETS

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR'000 EUR'000 EUR'000

Bonds and other fixed income securities 232 960 232 960 229579 220 579
OECD country bonds 105 941 105 941 196 259 196 259
Other country bonds 127019 127 019 33320 33320

Shares and other non-fixed income securities 10 617 159 424 18 859 158 825
Funds registered in Latvia - 148 807 - 139 966
Funds registered in EU countries 7531 7531 7531 7531
Other non-fixed income securities (OECD country
residents) 3 086 3086 11328 11 328

Investments in subsidiaries = 86 441 5344 87 685
Bank (Other country residents) - 51 059 - 43 099
Financial institutions (LR residents) - 14 955 - 23 852
Financial institutions (OECD country residents) - 9731 - 612
Financial institutions (other country residents) - 3942 - 4 447
Private companies (LR residents) - 6754 5344 -
Private companies (other country residents) - - - 15675

Total 243 577 478 825 253782 476 089

During first half of 2016 the Bank recognized impairment losses regarding its investments in closed investments
funds in the amount of 1 789 thousand euro (2015: 13 864 thousand euro) and did not identify and recognize any
impairment losses regarding its investments in subsidiary ITAO "Hopsuk Bank" (2015: nil).

Changes in revaluation reserve of Available for sale financial assets, net of tax, are shown in the table below:
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Group Bank
EUR'000 EUR'000

At 31 December 2014 (4 161) (4517)
Revaluation 3559 13 140
Net (gain) or loss from sales of available-for-sale
financial assels (912) (1045)

At 30 June 2015 (unaudited) (1514) 7578
Revaluation 11258 (2 539)
Net (gain) or loss from sales of available-for-sale
financial assets (4076) (2 268)

At 31 December 2015 5668 2771
Revaluation 344 10 896
Net (gain) or loss from sales of available-for-sale
financial assets (7409) (10 789)

At 30 June 2016 (1397) 2878

As at 30 June 2016 and 31 December 2015 the Bank had the following investments in subsidiaries:

Balance value

Balance value

Balance value

as at 31 as at 30 June
Company Country Business profile as at 30 June 2015 December 2015 2016
MMAQ "Hopenk Bank" RU Financial services 60 209 43 099 51 059
AS “NORVIK ieguldijumu parvaldes
sabiedriba” LV Financial services 8767 8 848 -
"NORVIK" liquidation Universal Credit
Organization CISC ~ AM Financial services 14 267 4447 3942
“Norvik Banka UK" Limited GB Financial services 418 612 9731
"NORVIK APDROSINASANAS BROKERIS" Insurance brokerage

SIA LV services - : .
AS "NORVIK EURASIA AIF" LV Financial services 35 15004 14 955

"Allurine" Limited CY Financial services - 5578

"Olerinia" Limited CY Financial services - 6693

Transportation and

"Barrnke" 000 RU storage 31676 3 404
"E15" SIA LV Real estate activities - - 6754
"Me#a fonds" SIA RY Forestry - - B
"Norvik Lizings" SIA LV Financial services - - -
"Cecily Holdings" Limited ~ CY Financial services 11498 . -

Total 98 870 87 685 86 441

13. HELD-TO-MATURITY FINANCIAL ASSETS

Bank's share
eapital (%)
as at 30 June
2016

97.75

100
100
100

100
100
100

100
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30.06.2016 31.12.2015
Group Bank Group Bank
EUR000 EUR'000 EUR000 EUR'000

Bonds and other fixed income securities
QECD country bonds 18 518 18 518 19 802 19 802

Total 18 518 18 518 19 802 19 802

As at 30 June 2016 the Bank has 13 517 thousand euro pledged for Forex deals (in 2015: 13 779 thousand euro).

14. GOODWILL AND OTHER INTANGIBLE ASSETS

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR*000 EUR'000 EUR'000
Goodwill 10265 . 10 265 -
Other intangible assets 5885 854 352 308
Prepayment for other intangible assets . - 43 43
Net book value of other intangible assets 16 150 854 10 660 351

Goodwill was assessed for impairment as of 30 June 2016. No impairment was recognised as of 30 June 2016 as
there was no identification that the asset may be impaired.
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Prepayments
Other for other
intangible intangible
Group Goodwill assets assets Total
EUR 000
Historical cost
At 31 December 2015 10 265 2 599 43 12 907
Additions - 5655 - 5655
Disposals - (N (43) (44)
Foreign exchange - - -
At 30 June 2016 10 265 8 253 - 18518
Amortization
At 31 December 2015 - 2247 - 2247
Charge 122 122
Disposals (1) (1)
At 30 June 2016 - 2 368 - 2368
Net book value
At 31 December 2015 10 265 352 43 10 660
At 30 June 2016 10 265 5 885 - 16 150
Prepayments
Other for other
intangible intangible
Group Goodwill assets assets Total
EUR 000
Historical cost
At 31 December 2014 24 935 2 469 - 27 404
Additions - 67 40 107
Disposals (958) (31) (989)
Foreign exchange - - -
At 30 June 2015 (unaudited) 23977 2 505 40 26522
Additions - 71 49 120
Disposals (13712) 22 (46) (13 736)
Foreign exchange - 1 g 1
At 31 December 2015 10 265 2599 43 12 907
Amortization
At 31 December 2014 - 2114 - 2114
Charge - 68 68
Disposals - (1) = (n
At 30 June 2015 (unaudited) - 2181 - 2181
Charge - 71 - 7
Disposals - (3) - (5)
At 31 December 2015 - 2247 - 2247
Net book value
At 31 December 2014 14935 355 - 251290
At 30 June 2015 (unaudited) 23977 324 40 24 341
At 31 December 2015 10 265 352 43 10 660
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Proportion of voting ~ Consideration

Date of equity interests transferred,
Subsidiaries acquired: Principal activity acquisition acquired EUR’000
- Alternative energy

Aniager ol Limited production (wind 17.02.2016 100.00%
(Consolidation) ;

turbines)

Ansager Global

Limited

Fair value of assets and liabilities EUR'000
acquired
Assets 52109
Current assels 149
Cash and cash equivalent 149
Non-current assers 51 960
Plant and equipment 40 000
Intangible assets 5000
Other assets 6 960
Liabilities (45 944)
Current liabilities (40 809)
Due to banks (40 809)
Non-ctirrent liabilities (5 135)
Deferred tax liabilities ( 964)
Other liabilities (4171)
Total 6 165
Consideration -
Goodwill arising from acquisition 6 165

In February 2016 the Group, in particular, SIF “Nikotne Ipaduma Fonds”, acquired to 100% shares of Ansager
Global Limited based on contribution agreement with minority shareholder. dnsager Global Limited as of the
moment of inclusion thereof in the Group, owned the following companies related to the energy business: 100% of
SIA “Winergy” (LV) shares (together with subsidiaries SIA “Venti” (LV), SIA “Stribog” (LV), SIA “Njord”
(LV)); 100% of “Wind One OU” (EE) shares; 100% of SIA “Arsenal Energy” (LV) shares; 100% of SIA “O3mali
Energy” (LV) shares; 100% of “Ihor Holdings Ltd™ (CY) shares; 100% of SIA “Uku Investments™ (L'V) shares.

Fair value of the companies’ fixed assets and intangible assets acquired by the Group was measured in accordance
with the assessment conducted by the independent valuator from international consulting firm. The sum of assets

and liabilities of the energy industry companies included in the Group is given above,

44



JSC “NORVIK BANKA”
INTERIM FINANCIAL REPORT FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2016
CONDENSED INTERIM CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

EXPLANATORY NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

15. INVESTMENT PROPERTY

The following table shows the movement in the Group’s and Bank’s investment property for the period ended 30
June 2016:

Group Bank
EUR'000 EUR'000

As at 31 December 2014 121 675 6571
Additions 1822 -
Renovation 618
Disposal (1347
Derecognition ( 146)
Net change in fair value (2 605)
Foreign exchange 2427 -
As at 30 June 2015 (unaudited) 122 444 6571
Additions 3137 -
Renovation 172 -
Disposal (6 741) -
Reclassification * (11 908) -
Net change in fair value 6394 ( 346)
Foreign exchange (6 856) -
As at 31 December 2015 106 642 6225
Additions 4423 -
Renovation 22
Disposal ** (16 164)
Derecognition (8D
Net change in fair value (3 450)
Foreign exchange 2 087 -
At 30 June 2016 93 479 6225

* Including two buildings (corporate centres in Riga at Raina Boulevard 11 and Elizabetes Street 15)
reclassification from Investment property to Tangible fixed assets

** Including 15 076 thousand euro de-recognition due to loss of control (Note 10)
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Group’s and Bank’s investment properties types are following:

30.06.2016 31.12.2015

Group Bank Group Bank

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

Land 26 702 - 29053 -
Office buildings 14 243 - 23 357 -
Manufacturing facilities and warehouses 14406 6225 17828 6225
Hotels and restaurants 2432 - 2433 -
Recreation buildings - = 440 z
Fuel station and oil depot 1 888 - 2843 -
Apartments 5681 - 6109 B
Unfinished constructions 24 355 . 20 807 -
Other 3772 . 3772 -
Total 93 479 6225 106 642 6225

16. DUE TO THE CENTRAL BANK AND OTHER BANKS

30.06.2016 31.12.2015

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

Demand deposits 930 2075 1 809 1827
Barks registered in Latvia 647 647 1 486 1486
Banks registered in OECD countries 26 26 26 26
Banks registered in other countries 257 1402 297 315
Term deposits 4 4 104 4
Banks registered in OECD countries 4 4 4 4
Banks registered in other countries - - 100 -
Total 034 2079 1913 1831
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17. CUSTOMER DEPOSITS

30.06.2016 31.12.2015
Group Bank Group Bank
EUR’000 EUR’000 EUR'000 EUR'000
Current accounts 579 401 540 736 696 025 667 156
Private companies 387121 365 156 508014 493 403
Individuals 187 704 172 818 181 989 171 860
Public organizations 21341 1 09 4326 986
Government companies 1579 1010 1076 287
Local government 656 656 620 620
Fixed-term deposits 240 733 186 464 261 947 173 757
Private companies 19 744 74 572 27 660 40 863
Individuals 220 551 111715 233 158 132 665
Public organizations 396 177 392 229
Local government 42 737
Total 820 134 727 200 957972 840 913
30.06.2016 31.12.2015
Group Bank Group Bank
EUR’000 EUR’000 EUR000 EUR’000
Geographical segmentation of customer
deposits
Current accounts 579 401 540 736 696 025 667 156
Residents of Latvia 102 153 103 093 105244 106 725
Residents of OECD countries 08 589 98 758 111458 111 507
Residents of other countries 378 659 338 885 479323 448 924
Fixed-term deposits 240 733 186 464 261947 173 757
Residents of Latvia 113 057 170 640 106 270 128 023
Residents of OECD countries 1124 1124 2024 2024
Residents of other countries 126 552 14 700 153 653 43 710
Total 820 134 727 200 957972 840 913
18. SUBORDINATED DEBT
30.06.2016 Group
Lenders: Currency EUR'000 Rate % Maturity
Residents EUR 2647 385-7 2017 -2022
Residents ush 5084 4-7 2017 -2020
Non-residents EUR 17 264 4-7 2016 - 2025
Non-residents ~ USD 16226 4-12 2016 - 2035
Total 41221
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30.06.2016

Lenders:
Residents
Residents
Non-residents

Non-residents
Total

31.12.2015
Lenders:
Residents
Residents
Residents
Non-residents
MNon-residents
Total

31.12.2015
Lenders:
Residents
Residents
Residents
Non-residents
Non-residents
Total

19. DEBT SECURITIES

30.06.2016

ISIN

LY0000801389
LV0000801397
LV0000801637
LV0000801660
LV0000801678
LY0000801679

Currency
EUR
usp
EUR
usp

Currency
EUR
usb
GBP
EUR
usb

Currency
EUR
ush
GBp
EUR
uspb

Currency

EUR
EUR
EUR
usp
EUR
EUR

Bank
EUR'000 Rate % Maturity
2647 3.85-7 2017-2022
5084 4-7 2017-2020
17 264 4-7 2016-2025
11285 4.7 2016-2024
36 280
Group
EUR'000 Rate % Maturity
2218 3.85-7 2016-2022
4 876 4-7 2017-2020
136 3.85 2016
19129 4-7 20162025
11776 4-7 2016-2024
38 135
Bank
EUR'000 Rate % Maturity
3.85-7 2016-2022
4-7 2017-2020
3.85 2016
19129 4-7 2016-2025
11776 4-7 2016-2024
38 135
¢ Date of Coupon rate Frinsipal
Date of issue maturity o amount
EUR'000
08.08.2014 08.08.2022 6 2000
24.10.2014 24.10.2021 6 1000
19.12.2014 19.12.2022 6 1300
27.02.2015 27.02,2020 6.2 13 0ol
27.02.2015 27.02.2020 6 10 000
10.03.2016 10.03.2022 6 10 000

Accrued coupon
amount

EUR'000

18

11

2

27
7

35

Total:

Total
EUR'000
2018
1011
| 302
13 340
10 007
10 035

37713
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31.12.2015
. Date of Conpiii ite Principal  Acerued coupon Total
ISIN Currency Date of issue A o amount amount EUR'000
¥ A EUR'000 EUR'000 :
LV0000801389 EUR 08.08.2014 08.08.2022 2000 18 2018
LV0000801397 EUR 24.10.2014 24.10.2021 1000 1 1011
LV0000801637 EUR 19.12.2014 19.12.2022 o 1300 2 1 302
LV0000801660 usp 27.02.2015 27.02.2020 6.2 13319 097 14016
LV00008B01678 EUR 27.02.2015 27.02,2020 G 10 000 7 10 007
Total: 28 354
20. SHARE CAPITAL
30.06.2016 31.12.2015
Quantity’ 000 EUR'000 Quantity* 000 EUR'000
Registered and paid — in share capital 218 504 131 102 218 504 131 102
As at 30 June 2016 all issued shares are fully paid,
As at 30 June 2016 the shareholders were as follows:
30.06.2016 31.12.2015
Numberof % oftotal  Paid up share Number of % of total  Paid up share
; shares shares capital shares shares capital
Shareholder (residence)
EUR'00D EUR'00D
G. Guselnikov (LV) 83705 780 3831 30223 69926 787 32.00 4] 956
G, Guselnikov* (LV) 125 985 339 57.66 75 591 120 656 539 5522 72 394
D.D. Archer * (US) B - - 19 107 793 8.75 114035
Other (each individually less than 5%) 8812381 4,03 5288 8812381 4.03 5287
Total 218 503 500 100 131102 218503 500 100 131 102

* indirectly (in accordance with Article 33." (1) 8) of the Credit Institution Law)
The redistribution of shares is related to D.D. Archer’ shares transfer to majority shareholder

21. CASH AND CASH EQUIVALENTS

Cash and balances due on demand from the
Central Bank

Balances due from other banks with original
maturity of 3 months or less

Total

30.06.2016 31.12.2015
Group Bank Group Bank
EUR'000 EUR000 EUR000 EUR000
96 371 82 701 43 360 30 626
56 501 43 332 195 8§06 192 469
152 932 126 033 241 166 223095
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22. COMMITMENTS AND CONTINGENCIES

30.06.2016 31.12.2015

Group Bank Group Bank

EUR'000 EUR'000 EUR’000 EUR’000
Contingent liabilities 11276 4084 13 000 3730
Guarantees 11276 4 084 12 908 3638
Other . . 92 92
Commitments 19171 5436 18 428 12 493
Unused credit lines 19171 5436 18 235 12 300
Letters of eredit - - 193 193
Total off-balance sheet items gross 30 447 9520 31428 16 223

23. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The following table shows a comparison by class of the Group’s and Bank’s carrying values and fair values of the
financial instruments that are carried in the financial statements.

30.06.2016 31.12.2015
Group Carrying value Fair value Carrying value Fair value
EUR'000 EUR'000 EUR'000 EUR'000
Financial assets
Cash and balances with the central bank 96 371 96 371 45 360 45 360
Loans to and receivables from banks 59324 59324 197 421 197 421
Trading financial assets 78 400 78 400 67370 67370
Derivative financial instruments 853 853 1 809 1809
Loans to and receivables from customers 277 536 285130 314 306 314 337
Available-for-sale financial assets 243 577 243 577 253 782 253 782
Held-to-maturity financial assets 18 518 19 022 19 802 19 802
Financial liabilities
Due to the central bank and other banks 934 934 1913 1913
Derivative financial instruments 343 343 347 47
Customer deposits 820134 820 869 957972 959 688
Subordinated debt 41221 4] 221 38135 38135
Debt securities 37713 37713 28354 28 354
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30.06.2016 31.12.2015
Bank ) Carrying value Fair value Carrying value Fair value
EUR'000 EUR'000 EUR'000 EUR'000
Financial assets
Cash and balances with the central bank 82701 82 701 30626 30 626
Loans to and receivables from banks 46 060 46 060 192 844 192 844
Trading financial assets - - 109 109
Derivative financial instruments §52 852 1 806 1 806
Loans to and receivables from customers 236 441 242 167 245 888 242 721
Available-for-sale financial assets 478 825 478 825 476 089 476 089
Held-to-maturity financial assets 18518 19022 19 802 19 802
Financial liabilities
Due to the central bank and other banks 2079 2079 1831 1831
Derivative financial instruments 253 253 319 319
Customer deposits 727 200 728 542 840913 840 908
Subordinated debt 36 280 36 280 38135 38135
Debt securities 37713 7713 28 354 28 354

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The Banks and the Group disclose the fair values of assets to
compare them with the carrying amounts. Fair value of financial instruments is mostly determined based on prices
quoted in an active market.

The following describes the methodologies and assumptions used to determine fair value for those financial
instruments which are not recorded at fair value in the financial statements:

- for financial assets and liabilities that have a short term maturity (such as overdrafts money market deals with
maturity less than 3 months) it is assumed that the carrying amounts approximate to their fair value. This
assumption is also applied to demand deposits current accounts without a specific maturity and subordinated debts
with special conditions which permit for such debts to be eligible as tier 2 capital;

- the fair value of fixed rate financial assets and liabilities carried at amortized cost are estimated as the present
value of future cash flows by discounting contractual cash flows using current rates at which similar loans (or
attracted deposits) would be transacted by the Group with borrowers with similar credit ratings and/or collateral
and for the same remaining maturities;

- no future loan losses adjustments related to future probable loan renegotiating or early repayment considered.

The fair values included in the tables above were calculated for disclosure purposes only. The valuation techniques
and assumptions described above provide a measurement of fair value of the Bank’s and Group’s financial
instruments accounted for at amortized cost. However, because other institutions may use different methods and
assumptions for their fair value estimation such fair value disclosures cannot necessarily be compared from one
financial institution to another.

24. FINANCIAL INSTRUMENTS RECORDED AT FAIR VALUE

The following table shows an analysis of the Group's and Bank’s financial instruments recorded at fair value
between those whose fair value is based on quoted market prices those involving valuation techniques where all
the model inputs are observable in the market and those where the valuation techniques involves the use of non-
market observable inputs. Held to maturity financial assets are presented in this table for illustrative purposes only,
on the balance sheet such investments are presented at amortized cost.

Hierarchy of input data for determining the fair value of assets and liabilities.

The Bank and the Group use various sources for determining the fair value of assets and liabilities, which fall

under the following three-level hierarchy:

- Level 1: quoted prices in active markets; the level covers liquid securities and standardised exchange traded
derivatives;
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- Level 2: models determining the fair value using the data which have a significant effect on the fair value
using market data; the level covers securities that do not have an active market, over-the-counter market
derivatives and foreign exchange transactions;

- Level 3: other methods for determination of the fair value under which the data are used which have impact on
the fair value but without using the market data; the level covers term deposits and loans, as well as
investments in funds,

Fair value hierarchy

Level 1 Level 2 Level 3 Total

As at 30 June 2016 - Group EUR’000 EUR’000 EUR000 EUR™000
Financial assets 329878 3 853 7617 341 348
Trading financial assets 78 400 - - 78 400
Derivative financial instruments = 853 " 853
Available-for-sale financial assets 232 960 3000 7617 243 577
Held to maturity financial assets 18518 - - 18 518
Financial liabilities 12 331 - 343
Derivative financial instruments 12 131 . 343

Fair value hierarchy

Level 1 Level 2 Level 3 Total

As at 31 December 2015 - Group EUR'000 EUR’000 EUR000 EUR000
Financial assets 315033 3528 24 202 342 763
Trading financial assets 65 640 1730 - 67 370
Derivative financial instruments 11 1798 = 1 809
Available-for-sale financial assets 229 580 - 24 202 253 782
Held to maturity financial assets 19 802 - - 19 802
Financial liabilities 4 343 - 347
Derivative financial instruments 4 343 - 347

Fair value hierarchy

Level 1 Level 2 Level 3 Total

As at 30 June 2016 - Bank EUR'00 EUR000 EUR'000 EUR'000
Financial assets 251478 3852 242 865 498 195
Trading financial assets - - - -
Derivative financial instruments - 352 - 852
Available-for-sale financial assets 232 960 3000 242 865 478 825
Held to maturity financial assets 18518 - - 18 518
Financial liabilities 12 241 - 253
Derivative financial instruments 12 241 - 253
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Fair value hierarchy

Level 1 Level 2 Level 3 Total

As at 31 December 2015 - Bank EUR’000 EUR000 EUR000 EUR™000
Financial assets 249 502 1795 246 509 497 806
Trading financial assets 109 - - 109
Derivative financial instruments 11 1795 - 1 806
Available-for-sale financial assets 229 580 - 246 509 476 089
Held to maturity financial assets 19 802 - - 19 802
Financial liabilities 4 315 - 319
Derivatives financial instruments 4 315 - 319

As of 31 December 20135, the Bank and the Group included VISA Europe investment in the Level 3, namely used
non-market data to determine the value of the said investment. The value was determined in the amount of 11.3
million euro. In the first half of 2016, VISA Europe shares were replaced with VISA Inc preferential shares. In the
future, there is a possibility to replace VISA Inc preferential shares with VISA Inc ordinary shares which served as
the basis for inclusion of this instrument in the category 2, respectively, to determine the value of the preference
shares of VISA Inc Bank and the Group uses market data, namely, the ordinary shares of VISA Inc, The value of
the said investment was determined in the amount of 3 million euro,

Group Bank
Level 3 Level 3
EUR000
At 31 December 2014 §730 244 680
Acquisition - 33
Sale (4186)
Net profit (loss) from sales (133)
Fair value adjustment 2358 9573
At 30 June 2015 (unaudited) §439 254 288
Acquisition 3452 27608
Sale (37) (18 039)
Net profit {loss) from sales 1336 (472)
Fair value adjustment 11012 (16 876)
At 31 December 2015 24 202 246 509
Acquisition - 9315
Sale/reorganization (12 674) (29 220)
Net profit (loss) from sales 7331 10711
Fair value adjustment (11242) 5550
At 30 June 2016 7617 242 865

25. CAPITAL ADEQUACY CALCULATION

The Group’s and Bank's capital adequacy calculations for the 30 June 2016 have been made in accordance with the
requirements of Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on
prudential requirements for credit institutions and investment firms and amending Regulation (EU) No 648/2012
(CRR).

For credit risk and market risk requirements calculations the Bank and the Group use a Standard approach and term
method for general risk capital requirement for bonds.

For the operational risk capital requirement calculation the Bank uses the Basic indicator approach.
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The Group’s and Bank’s capital adequacy ratio as of 30 June 2016 has been calculated as follows:

Group Group Bank Bank
Notional risk Exposure Risk weighted Exposure Risk weighted
level assets assels
ASSETS % EUR’000 EUR'000 EUR’000 EUR’000
Central governments or central banks 0% 208 024 - 208 024 -
20% 2 868 54 2868 574
50% 1 906 953 1906 953
100% 12505 12 505 4983 4 983
Regional governments 100% 14943 14 943 - -
Public sector entities 100% 14877 14 877 13161 13161
Financial institutions 20% 30 655 6131 30495 6099
50% 2822 1411 68 34
100% 180 130 180 180
Private companies and individuals 20% 70 14 70 14
50% 11 589 5795 11 589 5795
100% 349 105 349 105 273235 273235
150% 11781 17672 11 465 17 198
Pool of retail exposure claims (MRD) 75% 4631 3473 4631 3473
Past due exposures 100% 3405 3405 1482 1 482
150% 6 860 10 290 5068 7602
Collective investment undertakings (CIU) 100% 7531 7531 114973 114973
Equity Exposures 100% 107 101 107 101 64 714 64714
Other items 0% 19 006 - 12 858 -
20% 199 40 199 40
100% 105912 105912 71 364 71 364
Total assets and off-balance sheet items 915970 661 912 833333 585874
Group Bank
EUR000 EUR'000
Tier 1
Paid in share capital 131102 131102
Reserve capital 10 10
Accumulated losses (38 455) (51 157)
Deferred tax assets (535) .
Other comprehensive income (14 084) 7124
Other transitional adjustments (2171 (2 850)
Expected loss from loans (419) (419)
Goodwill (10 263) (9 838)
Value adjustments due to the requirements
for prudent valuation (428) ( 288)
Other intangible assets (861) ( 854)
Total tier 1 63 894 72810
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Tier 2
Expected loss from loans (419 (419)
Subordinated capital 51053 51053
Total tier 2 50 634 50634
Total capital 114 528 123 444
Summary
Credit risk capital 52053 46 870
Market risks capital requirement 9738 127
Operational risk 10241 5984
Capital adequacy rate as of 30.06.2016 12.56% 18.64%
Tier 1 eapital ratio as of 30.06.2016 T01% 10.99%
Capital adequacy rate as of 31.12.2015 11.49% 16.65%
Tier 1 capital ratio as of 31.12.2015 6.79% 10.36%
Capital adequacy rate as of 30.06.2015 11.04% 14.87%
Tier 1 capital ratio as of 30.06.2015 6.29% 9.10%
Capital adequacy rates including semi-
annual profit (after FCMC approval)
Capital adequacy rate as of 30.06.2016 13.68% 19.83%
Tier 1 capital ratio as of 30.06.2016 8.12% 12.18%

Since FCMC applies increased capital requirements to the banks involved in non-resident deposit servicing, the
capital adequacy ratio for the Bank is set at the level of 13.5% (as of 30 June 2015 — 12.6%; as of 31 December
2015 — 13.5%; from 01 October of 2016 — 13.7%) and for the Group is set at a level 10,5% (minimum 8% plus
2.5% conservation buffer). Thus, Bank fulfils required minimum on total CAD at individual and Group level.

26. RELATED PARTIES

Related parties are shareholders, which have decisive influence over the management policy of the Group members
of the Supervisory Council and Management Board senior level executives their immediate family members and
undertakings over which they have a controlling interest as well as associated companies of the Group. Assets and
liabilities in relation to related parties are as follows:
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Group

Assets
Loans and receivables net
Other related parties
Key management and shareholder
Other senior executives

Liabilities

Deposits
Other related parties
Key management and shareholder
Other senior executives
Subordinated debt
Other related parties
Key management

Debt securities
Other related parties

Bank

Assets
Loans and receivables net
Other related parties
Subsidiaries
Key management and shareholder
Other senior executives

Liabilities
Deposits
Other related parties
Subsidiaries
Key management and shareholder
Other senior executives
Subordinated debt
Other related parties
Key management

Debt securities
Other related parties

Interest rate
(minimal /
maximal)

%

0-24
4-12
10-21

Interest rate
(minimal /
maximal)

%

0-0.1
0-1.75

0-0.1

30.06.2016 31.12.2015
Off-balance
Amount sheet items Total Total
EUR’000 EUR'000 EUR’000 EUR’000
2595 345 2 940 2953
2505 345 2 940 2953
1 483 107 1590 1720
990 199 1189 1054
122 39 161 179
8700 - 8700 13 802
1030 - 1030 11 368
553 - 553 9827
182 = 182 1398
295 - 295 143
6 659 - 6 659 1423
6288 - 6 288 1373
in - in 50
1011 - 1011 1011
1011 - 1011 1011
30.06.2016 31.12.2015
Off-balance
Amount sheet items Total Total
EUR'000 EUR’000 EUR'000 EUR000
30308 2765 33073 17 147
30 308 2765 33073 17 147
1411 91 1502 1606
28203 2601 30 804 14 866
694 72 766 674
# 1 1 1
63 584 - 63 584 33398
60 855 - 60 855 30 964
632 . 632 4749
60035 - 60 035 24813
171 - 1711 1385
17 - 17 17
1718 - 1718 1423
1347 - 1347 1373
in = in 50
1011 » 1011 1011
1011 - 1011 1011
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As at 30 June 2016 the amount of the Bank’s exposure transactions with related parties is 7 303 thousand euro or
6.69% of the sum tier 1 and tier 2 capital. According to the Law on Credit Institutions of the Republic of Latvia the
total amount of exposure transactions with persons that are associated with the Bank may not exceed 15% of the
eligible capital of the Bank.

As disclosed in this report the Bank is reported to have gained control over the assets that serve as collateral for the
loans issued to the alternative energy sector. As of 30 June 2016 the Bank have loan net exposure of 32 million
euro, which represents 26.74% of the eligible capital of the Bank. The Bank do not meet the large exposure limit of
25%.Transactions between related parties are based on standard interest rates offered by the Bank. The following
table presents income and expense resulting from the above-mentioned related parties’ transactions and personnel
remuneration:

30.06.2016 30.06,2015 (unaudited)

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

Key managemet, other senior executives and
shareholder remuneration (2 302) Loy o 156) Was%
Net interest income (315) (45) (1 000) 137
Interest income 53 99 19 218
[nterest expense ( 368) ( 144) (1039) (81)

Ultimate controlling party of the Bank and Group is G. Guselnikov.

27. SUBSEQUENT EVENTS

There were no subsequent events during the period between Financial Statement date and the Financial Statement
issuing date that might have an impact on the financial statements as of 30 June 2016

Fkkkk
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