Important Notice

IMPORTANT: You must read the following before continuing. The following notice applies to the base
prospectus (the “Base Prospectus”) following this page, whether received by email, accessed from an internet
page or otherwise received as a result of electronic communication, and you are therefore advised to read this
notice carefully before reading, accessing or making any other use of the Base Prospectus. In reading,
accessing or making any other use of the Base Prospectus, you agree to be bound by the following terms and
conditions and each of the restrictions set out in the Base Prospectus, including any modifications made to
them any time you receive any information as a result of such access.

If you are in any doubt as to what action you should take, you are recommended to seek your own personal
financial advice immediately from your stockbroker, bank manager, solicitor, accountant, fund manager or other
appropriately authorised independent financial adviser.

THE FOLLOWING DOCUMENT MAY NOT BE FORWARDED OR DISTRIBUTED OTHER THAN AS
PROVIDED BELOW AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER.

INTENDED ADDRESSEES - THIS BASE PROSPECTUS AND ANY OFFER OF THE SECURITIES
PURSUANT TO IT ARE ONLY ADDRESSED TO AND DIRECTED AT, AND MAY ONLY BE DISTRIBUTED
TO OR ACTED ON BY, (i) PERSONS IN LATVIA AND LITHUANIA; AND (ii) PERSONS LOCATED IN
MEMBER STATES OF THE EUROPEAN ECONOMIC AREA (THE “EEA”) (OTHER THAN IN LATVIA AND
LITHUANIA) WHO ARE QUALIFIED INVESTORS WITHIN THE MEANING OF ARTICLE 2(E) OF THE
PROSPECTUS REGULATION (REGULATION (EU) 2017/1129 OF THE EUROPEAN PARLIAMENT AND OF
THE COUNCIL OF 14 JUNE 2017 ON THE PROSPECTUS TO BE PUBLISHED WHEN SECURITIES ARE
OFFERED TO THE PUBLIC OR ADMITTED TO TRADING ON A REGULATED MARKET, AND REPEALING
DIRECTIVE 2003/71/EC ) (“QUALIFIED INVESTORS”).

ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT, IN WHOLE OR IN PART,
IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS NOTICE MAY RESULT IN A VIOLATION OF THE
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS.

IF YOU HAVE GAINED ACCESS TO THIS ELECTRONIC TRANSMISSION CONTRARY TO ANY OF THE
FOREGOING RESTRICTIONS, YOU ARE NOT AUTHORISED AND WILL NOT BE ABLE TO PURCHASE
ANY OF THE SECURITIES DESCRIBED THEREIN.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY ANY SECURITIES OF THE ISSUER IN THE UNITED STATES OR
ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.

ANY SECURITIES TO BE ISSUED HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED OR THE SECURITIES LAWS OF ANY STATE
OF THE UNITED STATES OR OTHER JURISDICTION, AND THE SECURITIES MAY NOT BE OFFERED,
SOLD OR DELIVERED AT ANY TIME, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES (WHICH
TERM INCLUDES THE TERRITORIES, THE POSSESSIONS, AND ALL OTHER AREAS SUBJECT TO THE
JURISDICTION OF THE UNITED STATES) OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S.
PERSONS (AS DEFINED IN REGULATION S UNDER THE UNITED STATES SECURITIES ACT OF 1933,
AS AMENDED).

Confirmation of your representation: This Base Prospectus is being accessed by you via electronic
transmission at your request and by accessing, reading or making any other use of the Base Prospectus, you
shall be deemed to have represented to us that:

1. you have understood and agree to the terms set out herein; AND

2. that the e-mail address to which, pursuant to your request, the attached document has been delivered by
electronic transmission is not located in the United States, its territories, its possessions and other areas
subject to its jurisdiction; and its possessions include Puerto Rico, the U.S. Virgin Islands, Guam, American
Samoa, Wake Island and the Northern Mariana Islands; AND

3. you are a person in Latvia or Lithuania, or a qualified investor in the Member Sate of the EEA other than
Latvia and Lithuania and you are neither a person located in the United States, nor a U.S. person and you are
not purchasing any of the securities for, or for the account or benefit of, any such person; AND



4. that you consent to delivery of the Base Prospectus by electronic transmission; AND

5. you will not transmit the attached Base Prospectus (or any copy of it or part thereof) or disclose, whether
orally or in writing, any of its contents to any other person except with our consent; AND

6. you acknowledge that you will make your own assessment regarding any legal, taxation or other economic
considerations with respect to your decision to subscribe for or purchase any of the securities.

You are reminded that the Base Prospectus has been delivered to you on the basis that you are a person into
whose possession the Base Prospectus may be lawfully delivered in accordance with the laws of the
jurisdiction in which you are located and you may not, nor are you authorised to, deliver the Base Prospectus to
any other person and, in particular, (i) to any U.S. address nor (ii) to any other person who is not a Qualified
Investor inside the EEA (except in the case of persons in Latvia or Lithuania). Failure to comply may result in a
direct violation of the U.S. Securities Act of 1933, as amended or the applicable laws of another jurisdiction.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or
solicitation in any place where offers or solicitations are not permitted by law.

Under no circumstances shall the Base Prospectus constitute an offer to sell or the solicitation of an offer to
buy, nor shall there be any sale of the securities in any jurisdiction in which such offer, solicitation or sale would
be unlawful.

The Base Prospectus has been sent to you in an electronic form. You are reminded that documents transmitted
via this medium may be altered or changed during the process of electronic transmission and, consequently,
neither AS “Citadele banka”, nor any person who controls any of the foregoing, nor any director, officer,
employee nor agent of any of the foregoing or affiliate of any such person accepts any liability or responsibility
whatsoever in respect of any difference between the Base Prospectus distributed to you in electronic format
and the hardcopy version available to you on request from AS “Citadele banka”.

The distribution of this Base Prospectus in certain jurisdictions may be restricted by law. Persons into whose
possession the attached document comes are required to inform themselves about, and to observe, any such
restrictions.

You should not reply by e-mail to this announcement, and you may not purchase any securities by doing so.
Any reply e-mail communications, including those you generate by using the reply function on your e-mail
software, will be ignored and rejected.
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AS “Citadele banka”

(incorporated with limited liability and registered in Latvia, with registration number 40103303559)

€ 30,000,000
Third Unsecured Subordinated Bonds Programme

Under this € 30,000,000 (thirty million euro) Third Unsecured Subordinated Bonds Programme (the “Programme”)
described in this base prospectus (the “Base Prospectus”), AS “Citadele banka”, a limited company/joint stock company
incorporated in, and operating under the laws of, the Republic of Latvia, and registered with the Commercial Register of
Latvia under the registration number: 40103303559, legal address: Republikas laukums 2A, Riga, LV-1010, Latvia,
telephone: +37167010000, fax: +371 67010001, e-mail: info@citadele.lv, website: www.citadele.lv (“Citadele”), subject to
compliance with all relevant laws and regulations, may issue and offer publicly in Latvia and Lithuania from time to time in
one or several series (the “Series”) non-convertible unsecured and unguaranteed subordinated bonds denominated in
EUR, having maturity of up to 10 years and with fixed interest rate (the “Bonds”). The maximum aggregate nominal amount
of all Bonds outstanding issued under the Programme shall not at any time exceed €30,000,000.

References herein to "this Base Prospectus" shall, where applicable, be deemed to be references to this Base Prospectus
as supplemented or amended from time to time. To the extent not set forth in this Base Prospectus, the specific terms of
any Bonds will be included in the relevant final terms (the “Final Terms”) (a form of which is contained herein) therefore the
prospectus relating to Series issued under the Programme consists of this Base Prospectus and the respective Final Terms.
The language of this Base Prospectus is English. The offering of the Bonds under the Programme pursuant to the Base
Prospectus and the applicable Final Terms shall be hereinafter referred to as the “Offer”.

The Bonds may be issued in such denominations as may be specified in the relevant Final Terms save that the minimum
denomination of each Bond shall be €10,000. The Bonds shall be governed by Latvian law. Each Series may comprise one
or more tranches of Bonds (each a “Tranche”).

This Base Prospectus has been registered with and approved as a base prospectus by the Financial and Capital Market
Commission of Latvia (In Latvian - FinanSu un kapitala tirgus komisija) (the “FCMC”) in its capacity as the competent
authority in Latvia for the purposes of Regulation (EU) 2017/1129 of the European Parliament and of the Council of 14 June
2017 on the prospectus to be published when securities are offered to the public or admitted to trading on a regulated
market, and repealing Directive 2003/71/ECText (the “Prospectus Regulation”), in accordance with the requirements of
the Financial Instruments Market Law of the Republic of Latvia, as amended (the “Latvian Financial Instruments Market
Law”), Prospectus Regulation) and Commission Delegated Regulation (EU) 2019/980 of 14 March 2019 supplementing
Regulation (EU) 2017/1129 of the European Parliament and of the Council as regards the format, content, scrutiny and
approval of the prospectus to be published when securities are offered to the public or admitted to trading on a regulated
market, and repealing Commission Regulation (EC) No 809/2004 (the “Delegated Regulation”). The FCMC has approved
this Base Prospectus, but it is not liable for the correctness of the information presented therein. Citadele has requested
that the FCMC notifies this Bases Prospectus to the competent authority in Lithuania (the Bank of Lithuania (In Lithuanian -
Lietuvos Bankas) (the “Bank of Lithuania”)), to the competent authority in Estonia (Estonian Financial Supervision and
Resolution Authority (in Estonian - Finantsinspektsioon) (EFSA), provide it with a certificate of approval attesting that this
Base Prospectus has been drawn up in accordance with the Prospectus Regulation.

Application will be made to the Nasdaq Riga AS, registration number: 40003167049, legal address: Valnu 1, Riga, LV-
1050, Latvia (“Nasdaq Riga”) for admitting each Tranche to listing and trading on the official bond list (Baltic Bond List) of
Nasdaq Riga according to the requirements of Nasdaq Riga not later than within 3 (three) months after the Issue Date of
the respective Tranche. Trading of the respective Tranche on the Baltic Bond List of the Nasdag Riga Stock Exchange is
expected to commence within 1 (one) month after the above-mentioned application has been made. All dealings in the
Bonds of the respective Tranche prior to the commencement of unconditional dealings on the Baltic Bond List of the
Nasdag Riga Stock Exchange may be in the form of private over-the-counter transactions and will be at the sole risk of the
parties concerned. Nasdag Riga Stock Exchange is a regulated market for the purposes of the Directive 2014/65/EU of the
European Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Directive
2002/92/EC and Directive 2011/61/EU,as amended from time to time(“MiFID II”). Unless the context requires otherwise,
references in this Base Prospectus to Bonds being “listed” (and all related references) shall mean that such Bonds have
been listed and admitted to trading on the Baltic Bond List of the Nasdaq Riga Stock Exchange as may be specified in the
applicable Final Terms.
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This Base Prospectus has been drawn up and published by Citadele in connection with the public offering in Latvia,
Lithuania and Estonia and listing of the Bonds. Except where specified otherwise, capitalised words and expressions in this
Base Prospectus have the meaning given to them in the section entitled "Glossary of Terms". This Base Prospectus and
any supplement thereto will be published on the website of (a) the FCMC (www.fktk.lv) and (b) Citadele (www.citadele.lv)
and copies may be obtained at the registered office of the Citadele during normal business hours on any weekday. See the
section entitled “Important Information About This Base Prospectus”for more information.

The Bonds shall be issued in the bearer dematerialised form and registered with Nasdaq CSD SE, registration number:
40003242879, legal address: Valnu 1, Riga, LV-1050, Latvia (the “Nasdaq CSD”) in book-entry form with the securities
settlement system governed by Latvian law (the “Latvian SSS”). Investors may hold Bonds through Nasdag CSD
participants participating in Latvian SSS. See the section entitled “General Terms and Conditions of the Bonds” for more
information.

The Bonds are subordinated to all unsubordinated claims against Citadele at all times (for the purposes of clarity,
the Bonds are not subordinated to claims that are subordinated to the Bonds or have the same ranking as the
Bonds) and Citadele’s obligations under the Bonds constitute subordinated liabilities within the meaning of the
Credit Institutions Law of the Republic of Latvia of 1995, as amended (the “Latvian Credit Institutions Law”). The
net proceeds from the Bonds will be used by Citadele for the purposes specified in section entitled “General Terms
and Conditions of the Bonds —Reasons for the Offer and Use of Proceeds” below and as its subordinated capital
and thus the Bonds will be recognized as Tier 2 instruments within the meaning of the 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, as amended (the “CRR”) or any other applicable
rules. The subordination of the Bonds means that in the event of liquidation or insolvency of Citadele, all the
claims arising from the Bonds shall become collectible and shall be satisfied only after full satisfaction of all
unsubordinated recognised claims against Citadele but before satisfaction of the claims of Citadele’s shareholders
in their capacity as Citadele’s shareholders in accordance with the applicable law. Therefore, upon liquidation or
insolvency of Citadele, the holders of the Bonds (the “Bondholders”) will not be entitled to any payments due
under the Bonds until full and due satisfaction of all the unsubordinated claims against Citadele, except the claims
of Citadele’s shareholders in their capacity as Citadele’s shareholders. By subscribing to the Bonds, all investors
unconditionally and irrecoverably agree to such subordination of claims arising from the Bonds. As long as there
are no liquidation or insolvency proceedings initiated against Citadele, all claims arising from the Bonds shall be
satisfied by Citadele in accordance with the general terms and conditions of the Bonds as described in the section
entitled ,,General Terms and Conditions of the Bonds” (the ,,General Terms and Conditions of the Bonds”), the
applicable Final Terms and the applicable law. Please be advised that no funds may be left to satisfy the claims of
the Bondholders after all or part of unsubordinated claims have been satisfied. Accordingly, any and all
restrictions applicable to the subordinated liabilities of a credit institution and Tier 2 instruments as may be
provided in the Latvian Credit Institutions Law, CRR and any other applicable rules will be applicable to the Bonds
and Citadele’s obligations arising out of the Bonds. The Bonds rank pari passu with other existing and future
unsecured and unguaranteed subordinated obligations of Citadele. See the section entitled “General Terms and
Conditions of the Bonds —Ranking and Subordination” for more information.

The Bonds may be redeemed prematurely by Citadele on the grounds set forth in this Base Prospectus. See the
section entitled “General Terms and Conditions of the Bonds —Maturity and Redemption” for more information.

Investing in the Bonds issued under the Programme involves a high degree of risk and may not be suitable for all
investors. See section entitled “Risk Factors” for a discussion of certain factors to be considered in connection
with an investment in the Bonds. While every care has been taken to ensure that this Base Prospectus presents a
fair and complete overview of the risks related to Citadele, the operations of Citadele and its subsidiaries (the
“Citadele Group”) and to the Bonds, the value of any investment in the Bonds may be adversely affected by
circumstances that are either not evident at the date hereof or not reflected in this Base Prospectus.

This Base Prospectus and any Final Terms do not constitute an offer to sell, or a solicitation of an offer to buy, the Bonds in
any jurisdiction in which such offer or solicitation would be unlawful. The Bonds have not been and will not be registered
under the United States Securities Act of 1933, as amended or the securities laws of any state of the United States or other
jurisdiction, and the securities may not be offered, sold or delivered at any time, directly or indirectly, within the United
States (which term includes the territories, the possessions, and all other areas subject to the jurisdiction of the United
States) or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under the United States Securities
Act of 1933, as amended). Neither the U.S. Securities and Exchange Commission nor any state securities commission in
the United States, nor any other U.S. regulatory authority, has approved or disapproved of the Bonds, or passed upon or
endorsed the merits of the offer of the Bonds or determined that this Base Prospectus and any Final Terms are accurate or
complete. Any representation to the contrary is a criminal offence in the United States.

This Base Prospectus shall be valid for 12 months after its approval by FCMC for offers to the public. Citadele shall not be
obligated to supplement this Base Prospectus in the event of significant new facts, material mistakes or material
inaccuracies after the end of the validity period of this Base Prospectus.
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1. Important Information About This Base Prospectus

1.1. General

This Base Prospectus has been approved by the Financial and Capital Market Commission of Latvia (“FCMC”),
as competent authority under the Prospectus Regulation and only as meeting the standards of completeness,
comprehensibility and consistency imposed by the Prospectus Regulation. Approval of this Base Prospectus by
FCMC should not be considered as an endorsement of the quality of the Bonds that are the subject of this Base
Prospectus and investors should make their own assessment as to the suitability of investing in the Bonds.

Each prospective investor, by accepting delivery of this Base Prospectus and any Final Terms, agrees that this
Base Prospectus and any Final Terms are being furnished by Citadele solely for the purpose of enabling a
prospective investor to consider the purchase of the Bonds. Any reproduction or distribution of this Base
Prospectus and/or any Final Terms, in whole or in part, any disclosure of their contents or use of any
information herein for any purpose other than considering an investment in the Bonds is prohibited, except to
the extent that such information is otherwise publicly available.

This Base Prospectus and any Final Terms are not intended to provide the basis of any credit or other
evaluation and should not be considered as a recommendation by Citadele that any recipient of this Base
Prospectus and any Final Terms should purchase the Bonds. Each potential purchaser of Bonds should
determine for itself the relevance of the information contained in this Base Prospectus and any Final Terms,
and its purchase of Bonds should be based upon such investigation, as it deems necessary.

This Base Prospectus and any Final Terms are issued in compliance with the Latvian Financial Instruments
Market Law and the Prospectus Regulation, for the purpose of giving information with regard to Citadele Group
and the Bonds. This Base Prospectus should be read and construed together with any supplement hereto and
with any other documents attached herein and with the relevant Final Terms.

In making an investment decision regarding the Bonds, prospective investors must rely on their own
examination of Citadele Group and the terms of the Offer, including the merits and risks involved, and
prospective investors should rely only on the information contained in this Base Prospectus and any Final
Terms. Citadele and Citadele Group has not authorised any person to provide prospective investors with
different information or to give any information or to make any representation not contained in this Base
Prospectus and any Final Terms. If anyone provides prospective investors with different or inconsistent
information or makes any such representation, prospective investors should not rely on such information and
representation. Prospective investors should assume that the information appearing in this Base Prospectus
and any Final Terms is accurate only as of their date. Citadele Group’s business, financial condition, results of
operations, prospects and the information set forth in this Base Prospectus and any Final Terms may have
changed since the date hereof. Neither the delivery of this Base Prospectus and any Final Terms nor any offer,
sale or delivery of the Bonds made hereunder shall, under any circumstances, create any implication that there
has been no change in Citadele Group’s affairs since the date hereof or that the information contained in this
Base Prospectus and any Final Terms is correct as of a date after their date.

Citadele may have included its own estimates, assessments, adjustments and judgements in preparing some
of the market information contained in this Base Prospectus and any Final Terms, which has not been verified
by an independent third party. Market information that may be included herein is, therefore, unless otherwise
attributed to a third party source, to a certain degree subjective. Whilst Citadele believes that its own estimates,
assessments, adjustments and judgements are reasonable and that the market information prepared by it
generally reflects the industry and the markets in which Citadele operates, there is no assurance that Citadele’s
own estimates, assessments, adjustments or judgements are the most appropriate for making determinations
relating to market information or that market information prepared by other sources will not differ materially from
the market information included herein.

Prospective investors should not consider any information in this Base Prospectus and any Final Terms to be
investment, legal or tax advice. Prospective investors should consult their own counsel, accountant and other
advisers for legal, tax, business, financial and related advice regarding purchasing and holding of the Bonds.
None of Citadele, or any of its respective affiliates or advisers, makes any representation to any offeree or
purchaser of the Bonds regarding the legality of an investment in the Bonds by such offeree or purchaser under
appropriate investment or similar laws.



Citadele reserves the right to reject any offer to purchase the Bonds, in whole or in part, for any reason and to
sell to any prospective investor less than full amount of the Bonds sought by such investor (other than those
offers, if any, set out in “General Terms and Conditions of the Offer —Allotment —Guaranteed Allocations”).

The Base Prospectus and any Final Terms do not constitute or form part of an offer to sell, or a solicitation of
an offer to buy, any security other than the Bonds under this Base Prospectus.

1.2. Responsibility Statement

Citadele, represented by the members of its Management Board (being, at the date of this Base Prospectus,
Mr. Johan Akerblom, Mr. Slavomir Mizak, Mr. Valters Abele, Mr. Kaspars Jansons, Mr. Vladislavs Mironovs, Mr.
Uldis Upenieks, Mr. Vaidas Zaginis) accepts responsibility for the information contained in this Base
Prospectus, and having taken all reasonable care to ensure that such is the case, Citadele and its Management
Board confirm that the information contained in this Base Prospectus is, to the best of Citadele’s knowledge
and the knowledge of the members of the Management Board, in accordance with the facts and contains no
omissions likely to affect its import.

Riga, March 2, 2020

Management Board of AS “Citadele banka”:

Johan Akerblom

Chairman of the

Management Board, Chief
Executive Officer, Chief

Financial Officer

Valters Abele

Member of the
Management Board, Chief
Risk Officer

Slavomir Mizak

Member of the
Management Board,
Chief Technology
Officer

Vladislavs
Mironovs

Member of the
Management Board,
Chief Commercial

Officer Retail

Uldis Upenieks Kaspars Jansons Vaidas Zagiinis

Member of the
Management Board,
Chief Corporate
Commercial Officer

Member of the Management Member of the
Board, Chief Compliance Management Board, Chief
Officer Operational Officer

Any disputes relating to or arising from this Base Prospectus and/or the Final Terms will be settled solely by the
courts of the Republic of Latvia of competent jurisdiction.

1.3. Applicable Law

This Base Prospectus has been drawn up by Citadele in accordance with and is governed by Latvian law, in
particular, the Latvian Financial Instruments Market Law, Prospectus Regulation and Delegated Regulation, in
particular the Annexes 6 and 14 of the Delegated Regulation. The Base Prospectus is comprised of a securities
note of the Bonds drawn up in accordance with Annex 14 of the Delegated Regulation, and the registration
document of Citadele drawn up in accordance with Annex 6 of the Delegated Regulation. Citadele will, as
deemed necessary, supplement the Base Prospectus with updated information pursuant to the Latvian
Financial Instruments Market Law. Any Final Terms will be drawn up by Citadele in accordance with and are
governed by Latvian law and Prospectus Regulation.

14. Registration and Approval of the Base Prospectus

This Prospectus has been approved by the FCMC, as competent authority under the Prospectus Regulation,
on 3 March 2020 under registration humber 02.01.02.01.405/22. The FCMC only approves this Prospectus as
meeting the standards of completeness, comprehensibility and consistency imposed by the Prospectus
Regulation and should not be considered as an endorsement of Citadele and the quality of the Bonds that are
the subject of this Prospectus.



15. Use of the Base Prospectus

This Base Prospectus is prepared solely for the purposes of the Offer of the Bonds issued under the
Programme and admission to listing and trading of the Bonds on the Baltic Bond List of the Nasdaqg Riga Stock
Exchange. Citadele has not consented to the use of the Base Prospectus for subsequent resale or final
placement of the Bonds by financial intermediaries.

No public offering of the Bonds is conducted in any jurisdiction other than Latvia, Lithuania and Estonia (where
the public offering of the Bonds to institutional and retail investors takes place) therefore the dissemination of
this Base Prospectus in other countries may be restricted or prohibited by law. This Base Prospectus may not
be used for any other purpose than for making the decision of participating in the Offer or investing into the
Bonds. You may not copy, reproduce (other than for private and non-commercial use) or disseminate this Base
Prospectus without express written permission from the Citadele.

1.6. Documents on Display

Copies of the following documents during validity of this Base Prospectus, unless applicable laws and
regulations require otherwise, will be available for inspection free of charge on Citadele’s website:
www.citadele.lv and at the registered office of the Citadele during normal business hours on any weekday:

» this Base Prospectus; and
¢ the Final Terms, when issued; and
» Citadele’s Articles of Association; and

» Citadele’s audited consolidated financial statements as of and for the year ended in 31 December
2017 (prepared according to IFRS); and

+ Citadele’s audited consolidated financial statements as of and for the year ended in 31 December
2018 (prepared according to IFRS); and

» Citadele’s audited consolidated interim financial statements as of and for the six-month period ended
30 June 2019; and

» Citadele’s unaudited consolidated financial statements as of and for the year ended in 31 December
2019 (prepared according to IFRS); and

» Certain other additional documents and information related to this Base Prospectus, if any.

The registered office of Citadele is at Republikas laukums 2A, Riga, LV-1010, Latvia. The delivery of the printed
version of the aforementioned documents is limited to jurisdictions in which the offer of the Bonds to the public
is made.

1.7. Presentation of Information

References to “Citadele Group” and “Citadele”

In this Base Prospectus, references to “Citadele Group” mean Citadele and its subsidiaries as listed in the
section entitled “Overview and Business description —Structure of Citadele Group”, unless the context requires
otherwise. References to “Citadele” or “Issuer” are to Citadele only.

Additional Definitions

For details of certain other defined terms used in this Base Prospectus, see the section entitled “Glossary of
Terms”.

Rounding and Percentages

Some numerical figures included in in the financial statements and this Base Prospectus may have been
subject to rounding adjustments. Accordingly, numerical figures shown for the same category presented in
different tables may vary slightly, and numerical figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures that precede them.

In this Base Prospectus, Citadele may have included certain percentage figures for convenience purposes in
comparing changes in financial and other data over time. However, certain percentages greater than 100%
may have been excluded and replaced with a dash in the applicable tables. In addition, certain percentages
may not sum to 100% due to rounding.
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Third Party Information and Statement by Experts and Declarations of Any Interest

2017 Audited Consolidated Financial Statements, 2018 Audited Consolidated Financial Statements and
Audited Consolidated Interim Financial Statements for the six months ended 30 June 2019 attached to this
Base Prospectus contain auditor's reports. See the section entitled “Financial and Trend Information —
Independent Auditors” for more information on auditors. 2019 Audited Consolidated Financial Statements will
be published on 16 March 2020.

Citadele has derived certain information in this Base Prospectus, including certain information and statistics
concerning the Latvian banking market and its competitors, from private and publicly available information,
including principally annual reports, industry publications, market research, press releases, filings under various
securities laws and official data published by certain Latvian Government agencies. The main sources for such
data used in this Base Prospectus are:

» European Commission Eurostat (ec.europa.eu/eurostat);

» Central Statistical Bureau of Latvia (www.csb.gov.Iv);

+ Latvian Financial and Capital Market Commission (www.fktk.Iv);
 International Monetary Fund (www.imf.org);

* Investment and Development Agency of Latvia (www.liaa.gov.|v);
» Finance Latvia Association (www.financelatvia.eu).

Where third-party information is set out, it has been sourced from official and industry sources and other
sources which Citadele believes to be reliable. Such information, data and statistics have been accurately
reproduced and, as far as Citadele is aware and is able to ascertain from relevant publicly available information
published by the aforementioned sources, no facts have been omitted which would render the reproduced
information, data and statistics inaccurate or misleading. However, information provided by different third
parties may not necessarily be comparable. Prospective investors are advised to use such information with
caution.

Websites

The contents of (i) Citadele’s or Citadele Group’s websites or any websites directly or indirectly linked to
Citadele’s or Citadele Group’s websites and (ii) the contents of the websites listed above, do not form part of
this Base Prospectus.

Currency Presentation and Exchange Rate Information

Solely for the convenience of the reader, references in this Base Prospectus to “U.S. dollars” and “U.S.$” or
“USD” are to the currency of the United States; and references to “Euro” and “EUR” or “€” are to the single
currency introduced at the start of the third stage of European Economic and Monetary Union pursuant to the
Treaty establishing the European Community, as amended by the Treaty on the Functioning of the European
Union. References to “Swiss Francs” and “CHF” are to the currency of Switzerland. Unless otherwise indicated,
financial and statistical data included in this Base Prospectus are expressed in Euro. 2017 Audited
Consolidated Financial Statements, 2018 Audited Consolidated Financial Statements, 2019 Audited
Consolidated Interim Financial Statements for the six months and 2019 unaudited Consolidated Interim
Financial Statements for 12 months are presented in Euro, which has been Citadele’s functional and
presentation currency since.

1.8. Financial Information

The consolidated financial information of Citadele Group and the financial information of Citadele set forth
herein has, unless otherwise indicated, been derived from Citadele’s audited consolidated financial statements
as of and for the year ended 31 December 2017 (the ,2017 Audited Consolidated Financial Statements”),
Citadele’s audited consolidated financial statements as of and for the year ended 31 December 2018 (the
,2018 Audited Consolidated Financial Statements”), Citadele’s audited consolidated interim financial
statements as of and for the six months ended 30 June 2019 (the ,2019 Audited Consolidated Interim
Financial Statements for the six months”) and unaudited Interim Report For the 12 months ended 31
December 2019 (the ,2019 unaudited Consolidated Interim Financial Statements for 12 months”) (all
prepared according to International Financial Reporting Standards (“IFRS”), as adopted by the European Union
(the “EU”)) as set forth in the Schedules to this Base Prospectus. References in this Base Prospectus to
financial information for the years 2017, 2018 or 2019 refer to financial information as of or for the years ended
31 December 2017, 2018 and 2019, respectively, and references to financial information for the first half of
2019 refer to financial information as of or for the six months ended 30 June 2019.
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1.9 Forward-Looking Statements

Certain statements in this Base Prospectus are not historical facts and are forward-looking statements which
are based on the Citadele’s Management Board’s views and understanding of the Citadele Group and its
operating environment and on the assumptions made based on the factors known to the Citadele’s
Management Board as of the date of this Base Prospectus. Forward-looking statements are identified by
words such as “believe”, “anticipate”, “predict”, “expect”’, “estimate”, “intend”, “plan”, “will’, “would”, “may”,
“might”, “could”, “consider”’ or “likely” and variations of such words or any other similar expressions and
statements, but these expressions are not the exclusive means of identifying such statements. Forward-looking
statements may appear, without limitation, under the headings “Risk Factors”, “Corporate governance” and
“Overview and Business Description”. Citadele may from time to time make written or oral forward-looking
statements in reports to shareholders and in other communications. Examples of such forward-looking

statements include, but are not limited to:

» statements of Citadele’s or Citadele Group’s plans, objectives or goals, including those related to its
strategy, products or services;

+ statements of future economic performance of Citadele or Citadele Group or the industries and markets in
which it operates; and

+ statements of assumptions underlying such statements.

Forward-looking statements that may be made by Citadele Group from time to time (but that are not included in
this Base Prospectus) may also include projections or expectations of revenues, income (or loss), earnings (or
loss) per share, dividends, capital structure or other financial items or ratios.

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and
specific, and risks exist that predictions, forecasts, projections and other forward-looking statements will not be
achieved. Prospective investors should be aware that a number of important factors could cause actual results
to differ materially from the plans, objectives, expectations, estimates and intentions expressed in such forward-
looking statements.

When relying on forward-looking statements, prospective investors should carefully consider the foregoing
factors and other uncertainties and events, especially in light of the political, economic, social and legal
environment in which Citadele operates. Such forward-looking statements speak only as of the date on which
they are made. Accordingly, Citadele does not undertake any obligation to update or revise any of them,
whether as a result of new information, future events or otherwise, except as required by law, the rules of the
FCMC or the Nasdag Riga. Citadele does not make any representation, warranty or prediction that the results
anticipated by such forward-looking statements will be achieved, and such forward-looking statements
represent, in each case, only one of many possible scenarios and should not be viewed as the most likely or
standard scenario.

The section entitled “Risk Factors” includes risks, uncertainties and other important factors, which may
affect Citadele’s and Citadele Group’s business operations, financial position and/or business result. The
risk factors described in the Base Prospectus do not necessarily include all risks and new risks may surface.
If one or more of the risk factors described in this Base Prospectus or any other risk factors or uncertainties
would materialise or any of the assumptions made would turn out to be erroneous, the Citadele’s and
Citadele Group’s actual business result and/or financial position may differ materially from that anticipated,
believed, estimated or expected.

1.10. Advisors

Legal Adviser to Citadele: Financial Adviser to Citadele:
POGA. n REDGATE

CAPITAL
Attorney-at-law Edijs Poga Law Office Redgate Capital AS
Republikas laukums 2A, Riga, 5th floor, 5.2.31 office Parnu road 10, 4th floor, Tallinn 10148, Estonia
LV-1010, Latvia, www.poga.legal www.redgatecapital.eu

Advisors to Citadele are not liable for the correctness of the information presented and any representations
made in this Base Prospectus and any Final Terms.
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2. Notice to Investors and Restrictions on Distribution

General

This Base Prospectus and any Final Terms have been prepared by Citadele for use in connection with the
Offer in Latvia, Lithuania and Estonia and the listing of the Bonds on the Baltic Bond List of Nasdaqg Riga Stock
Exchange. This Base Prospectus does not apply to any subsequent resale or final placement of the Bonds by
financial intermediaries. This Base Prospectus has been approved by the FCMC and for the purposes of
passporting the Offer to Lithuania notified to the Bank of Lithuania and Estonia notified to Estonian Financial
Supervision and Resolution Authority with a certificate of approval attesting that this Base Prospectus has been
drawn up in accordance with the Prospectus Regulation.

The distribution of this Base Prospectus, any Final Terms and the offer and sale of the Bonds may be restricted
by law in certain other countries and jurisdictions. The offer of the Bonds to the public will be made only in
Latvia, Lithuania and Estonia; there will be no public offer of the Bonds in any other jurisdiction. Any person
residing outside Latvia and Lithuania may receive this Base Prospectus and any Final Terms only within the
limits of applicable special provisions or restrictions. Accordingly, the Bonds may not be offered or sold,
directly or indirectly, and neither this Base Prospectus and any Final Terms nor any other offering material or
advertisement in connection with the Bonds may be distributed or published in or from any country or
jurisdiction except under circumstances that will result in compliance with any and all applicable rules and
regulations of any such country or jurisdiction. Persons into whose possession this Base Prospectus and any
Final Terms come should inform themselves about and observe any restrictions on the distribution of this Base
Prospectus and any Final Terms and the offer and sale of the Bonds offered in the Offer. Any failure to comply
with these restrictions may constitute a violation of the securities laws of any such jurisdiction.

Citadele and any of its respective affiliates or advisers are not making an offer to sell the Bonds or a solicitation
of an offer to buy any of the Bonds to any person in any jurisdiction except where such an offer or solicitation is
permitted. Accordingly, this this Base Prospectus and any Final Terms do not constitute an offer to subscribe
for or buy any of the Bonds offered in the Offer to any person in any jurisdiction to whom it is unlawful to make
such offer or solicitation in such jurisdiction.

Citadele or its representatives or advisers do not accept any legal responsibility whatsoever for any such
violations, for any violation by any person, whether or not a prospective investor, of any such restrictions and
whether or not such a person is aware of such restrictions. Prospective investors must comply with all
applicable laws and regulations in force in any jurisdiction in which they purchase, offer or sell the Bonds or
possess or distribute this Base Prospectus and any Final Terms. Prospective investors must obtain any
consent, approval or permission required for their purchase, offer or sale of the Bonds under the laws and
regulations in force in any jurisdiction to which they are subject or in which they make such purchases, offers or
sales.

No action has been or will be taken in any jurisdiction that would permit a public offering of the Bonds, or
distribution of this Base Prospectus, any Final Terms or any supplementary prospectus or any amendment or
supplement thereto in connection with the proposed resale of the Bonds or any other offering material in any
country or jurisdiction where action for that purpose is required.

This Base Prospectus and any Final Terms may not be distributed or published and, unless specifically
otherwise stated in this Base Prospectus, the Bonds may not be, directly or indirectly, offered, sold, resold,
transferred or delivered in such countries or jurisdictions or otherwise in such circumstances in which such
offer, sale, re-sale or transfer would be unlawful or require measures other than those required under Latvian
laws, including, if applicable, the United States of America. Citadele reserves the right at its sole discretion to
reject subscription to the Bonds, which it believes would cause the violation or breach of any law, rule or
regulation for the time being in force.

European Economic Area

This Base Prospectus has been prepared on the basis that any offer of the Bonds (other than the offer of the
Bonds in Latvia, Lithuania and Estonia) will be made pursuant to an exemption under Article 1(4) of the
Prospectus Regulation, from the requirement to produce a prospectus for offers of the Bonds. Accordingly,
any person making or intending to make an offer within the EEA of the Bonds which are the subject of an
offering contemplated by the relevant Final Terms (other than the offer of the Bonds in Latvia, Lithuania
and Estonia) may only do so in circumstances in which no obligation arises for Citadele to publish a
prospectus pursuant to Article 3(1) of the Prospectus Regulation or supplement a prospectus pursuant to
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Article 23 of the Prospectus Regulation, in each case, in relation to such offer. Citadele has not
authorised, nor does it authorise, the making of any offer of the Bonds in circumstances in which an
obligation arises for Citadele to publish or supplement a prospectus for such offer.

In relation to each Member State of the EEA (each, a “Relevant Member State”), an offer of any Bonds which
are the subject of the Offer contemplated herein to the public in that Relevant Member State may not be made,
except in the cases of Latvia, Lithuania and Estonia, and except that Citadele may make an offer to the public
of the Bonds in that Relevant Member State under the following exemptions under the Prospectus Regulation:

(a) to any legal entity which is a qualified investor as defined under the Prospectus Regulation;

(b) to fewer than 150 natural or legal persons per Member State (other than qualified investors as
defined in the Prospectus Regulation), subject to obtaining the prior consent of Citadele for any such
offer; or

(c) in any other circumstances falling within Article 1(4) of the Prospectus Regulation, subject to
obtaining the prior consent of Citadele for any such offer,

provided that no such offer of Bonds shall result in a requirement for the publication by Citadele of a prospectus
pursuant to Article 3(1) of the Prospectus Regulation or supplement a prospectus pursuant to Article 23 of the
Prospectus Regulation.

For the purposes of this provision, the expression “an offer to the public” in relation to any Bonds in any
Relevant Member State shall have the meaning set out in Article 2(d) of the Prospectus Regulation. In the case
of any Bonds being offered to a financial intermediary, as that term is used in Article 5(1) of the Prospectus
Regulation, such financial intermediary will be deemed to have represented and agreed that the Bonds
acquired by it have not been acquired on a non-discretionary basis on behalf of, nor have they been acquired
with a view to their offer or resale to, persons in circumstances which may give rise to an offer of any Bonds to
the public other than their offer or resale in a Relevant Member State to qualified investors who are not financial
intermediaries as so defined or in circumstances in which the prior consent of Citadele has been obtained to
each such proposed offer or resale. Citadele and its respective affiliates, and others will rely upon the truth and
accuracy of the foregoing representations, acknowledgements, and agreements.

Each person in the Relevant Member State (other than Latvia, Lithuania or Estonia) who receives any
communication in respect of the Bonds or who acquires any Bonds under the offers contemplated in this Base
Prospectus will be deemed to have represented, warranted and agreed to and with Citadele that it is a
“qualified investor” within the meaning of Article 2(e) of the Prospectus Regulation; and in the case of any
Bonds acquired by it as a financial intermediary as that term is used in Article 5(1) of the Prospectus
Regulation, such financial intermediary will also be deemed to have represented, warranted and agreed that
the Bonds acquired by it have not been acquired on behalf of, nor have they been acquired with a view to their
offer or resale to, persons in any Relevant Member State other than qualified investors, as that term is defined
in the Prospectus Regulation, or in circumstances in which the prior consent of Citadele has been given to the
offer or resale; or where the Bonds have been acquired by it on behalf of persons in any Relevant Member
State other than qualified investors, the offer of those Bonds to it is not treated under the Prospective
Regulation as having been made to such persons. Citadele and its affiliates and others will rely upon the truth
and accuracy of the foregoing representations, acknowledgements and agreements. Notwithstanding the
above, a person who is not a qualified investor and who has notified Citadele of such fact in writing may, with
the consent of Citadele, be permitted to subscribe for or purchase the Bonds.

United States

THE BONDS HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED
STATES OR OTHER JURISDICTION, AND THE BONDS MAY NOT BE OFFERED, SOLD OR DELIVERED
AT ANY TIME, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES (WHICH TERM INCLUDES THE
TERRITORIES, THE POSSESSIONS, AND ALL OTHER AREAS SUBJECT TO THE JURISDICTION OF THE
UNITED STATES) OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN
REGULATION S UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED).

NEITHER THE U.S. SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION IN THE UNITED STATES OR ANY OTHER U.S. REGULATORY AUTHORITY HAS
APPROVED OR DISAPPROVED OF THE BONDS OR PASSED UPON OR ENDORSED THE MERITS OF
THE OFFER OF THE BONDS OR DETERMINED IF THIS BASE PROSPECTUS AND ANY FINAL TERMS
ARE TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE
IN THE UNITED STATES.
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3. Risk Factors

3.1. Introduction

Investment in the Bonds involves a high degree of risk. Prospective investors should carefully review this Base
Prospectus in its entirety and should, in particular, consider, among other things, all risks inherent in making
such an investment, including the following risks and uncertainties, before deciding to invest in the Bonds.
Prospective investors should be aware that the value of the Bonds and any income derived from them may go
down as well as up and that investors may not be able to rely on their initial investment. If any of the following
risks materialise, Citadele Group’s business, prospects, financial condition, results of operations or cash flows,
as well as Citadele’s ability to fulfil its obligations under the Bonds could be materially adversely affected. In
such a case, the value and the market price of the Bonds could also decline and investors could lose all or part
of their investment.

Prospective investors should note that, although the factors described below represent the principal risks
inherent in investing in the Bonds, there may be additional risks and uncertainties of which Citadele Group is
currently unaware or currently considers immaterial and which may also have a material adverse effect on
Citadele Group’s business prospects, financial condition, results of operations or cash flows, therefore Citadele
does not represent that the statements below regarding the risks of acquiring and/or holding any Bonds are
exhaustive. The risk factors described below are not listed in any order of priority with regard to significance or
probability.

Most of these risk factors are contingencies which may or may not occur and Citadele is not in a position to
assess or express a view on the likelihood of any such contingency occurring. This Base Prospectus is not, and
does not purport to be, investment advice or an investment recommendation to invest in the Bonds.
Prospective investors should make their own independent review, analysis and evaluations of the risks
associated with an investment in the Bonds and whether an investment into the Bonds is consistent with its
financial needs and investment objectives and whether such investment is consistent with any rules,
requirements and restrictions as may be applicable to that investor, such as investment policies and guidelines,
laws and regulations of the relevant authorities, etc. Prospective investors should consult with their own
professional advisers if they consider it necessary.

3.2. Risks Relating to Citadele Group’s Business

Strategic risk

Citadele Group may not successfully implement its business strategy. According to its business strategy,
Citadele Group aims to become the leading local bank of choice for individuals and businesses and to become
a “domestic champion” for banking services in each of the Baltic States. There is no guarantee that Citadele
Group will be successful in implementing its business strategy in any regard, and the implementation of all or
any part of Citadele Group‘s business strategy may be less effective, less profitable or less rapid than Citadele
Group anticipates. Citadele Group‘s business strategy is subject to a number of challenges and risks, including
that Citadele Group may be unable to:

e become the primary bank of choice for mobile active retail customers in the Baltic States, in particular as a
result of a failure by Citadele Group to increase the number of its new and existing customers that use
Citadele as their primary bank, develop its current account product into a key “hook” product to attract
customers, expand its range of digital services via mobile and online and the quality of its personalized
customer service;

o successfully enhance its consumer lending and mortgage product offering to its retail customers via mobile
and online in the Baltic States, in particular as a result of a failure by Citadele Group to increase the use of
card products among its existing and potential customer base, maintain its existing customer base, market
share and revenue levels in the retail lending business, or leverage its IT systems and increase
automation in the underwriting process while maintaining existing risk levels;

e successfully develop the SME and Corporate segment in the Baltic States focused on small and medium
merchants, in particular as a result of a failure by Citadele Group to increase its product and service
penetration in the SME segment, retain client relationships with SMEs that grow into larger, more complex
businesses or maintain or grow its revenue levels in the SME and Corporate segment;
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e drive revenue growth from its existing SME and Corporate customer base, in particular as result of a
failure by Citadele Group to implement new product offerings, improve the effectiveness of its sales and
distribution channels and enhance its relationship managers' roles in its customer service process, or
maintain its existing customer base, market share and revenue levels in the SME and Corporate segment;

e expand leasing segment in the Baltic States, in particular as a result of a failure by Citadele Group to build
competitive “one click” leasing offering, become provider of choice for dealerships and partners, provide
best in class customer service to customers, dealers and partners;

e grow local wealth management, asset management and pension product offerings to individual customers
inside the Baltic States, in particular as a result of a failure by Citadele to sell its product offerings, asset
management and pension operations, or maintain its market share and revenue levels in these segments;

e maintain its prudent liquidity and funding profile and enhance its capital base whilst delivering strong
medium-term returns on equity, in particular as a result of a failure by Citadele Group to maintain adequate
liquidity, grow its customer deposit base, manage costs associated with its funding base or secure
additional sources of liquidity as necessary;

e generate sufficient profits from its operations to enable it to meet the minimum capital requirements
imposed by the FCMC;

e successful integration of acquired entities, including Citadele’s announced acquisition of Unicredit's Baltic
leasing operations.

If Citadele Group fails to implement its strategy in full or in part, it may be unable to further grow its business,
and even if it is successful, there is no guarantee that the successful implementation of Citadele Group's
business strategy will improve Citadele Group‘s profitability or operating efficiency to the extent that Citadele
Group desires or at all. The realisation of any of the foregoing risks may have a material adverse effect on
Citadele Group's business, prospects, financial condition, results of operations or cash flows.

Risk Management strategies, techniques and policies may fail to adequately identify and manage the
risks that Citadele faces and the losses that could result from them

Although Citadele Group takes steps to manage the risks to which it is exposed, it may not have adequately
identified the risks that it faces or the losses that could result from them. In addition, there may be other risks
that Citadele Group has not yet identified, anticipated or been made aware of, and the impact of such risks,
including any subsequent losses for Citadele Group, may be far greater than the impacts that Citadele Group
has otherwise anticipated. The risk management systems adopted by Citadele Group may not be sufficient to
protect it from the risks that it may face or the losses that it might incur now or in the future.

Any change in Citadele Group‘s approach to risk management, including as a result of identifying new risks,
may result in a higher impairment level for certain of Citadele Group's assets, which in turn may affect Citadele
Group's profitability. The estimation of impairment levels is inherently uncertain and dependent upon many
factors, such as historical loan performance, future economic conditions, the trading performance or future cash
flows of the borrower and the value of the underlying collateral, for which there may not be a readily accessible
market. Citadele Group relies on quantitative models (including IFRS 9 model) as well as expert judgement to
determine estimated impairment allowances. Under requirements of IFRS 9 rules, Citadele Group calculates
collective impairment losses based on the probability of default (“PD”) for a given loan portfolio and the loss
given default ratio (‘LGD”) for the loan portfolio, which describes the average credit loss incurred if an obligor in
the loan portfolio defaults. To determine its PD and LGD estimates, Citadele Group employs a combination of
statistical analyses including segment-specific statistics and management judgment. Citadele Group may not
have accurately identified impaired loans or estimated the scope of loan impairments across its loan portfolio,
which may result in Citadele Group‘s loan portfolio performing significantly below Citadele Group's
expectations. Actual credit losses may materially differ from reported impairment levels due to a number of
factors, including factors that are inherently uncertain, such as international and local economic conditions,
borrower specific factors, industry and market trends, interest rates, unemployment rates and other external
factors.

Any failure by Citadele Group to accurately assess or manage the risks or losses that it faces, or any change in
the approach to risk management leading to higher impairments, may have a material adverse effect on
Citadele Group's business, prospects, financial condition, results of operations or cash flows.
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Citadele may fail to correctly evaluate the credit risk and collateral value of its security

At the initial lending stage as well as during the life of a loan, Citadele Group‘s credit risk evaluation and
collateral valuation models and processes may not accurately reflect the underlying risk of specific borrowers or
the underlying value of their collateral, and the quality of Citadele Group‘s loan portfolio may deteriorate for
reasons that are beyond its knowledge or control. Financial models (which are typically financial
representations illustrating likely financial results based on specific financial assumptions) help inform Citadele
Group of the value of certain of its assets (such as certain loans, financial instruments, including illiquid
financial instruments where market prices are not readily available, goodwill or other intangible assets) and
liabilities as well as Citadele‘s risk exposure. These financial models also generally require Citadele to make
assumptions, judgments and estimates which, in many cases, are inherently uncertain, including expected cash
flows, the ability of borrowers to service debt, residential and commercial property price appreciation and
depreciation, and relative levels of defaults and deficiencies. Such assumptions, judgments and estimates may
need to be updated to reflect changing facts, trends and market conditions and may result in a decrease in the
value of, and consequently an impairment of, Citadele's assets, an increase in Citadeles liabilities or an
increase in Citadele's risk exposure, any of which may have a material adverse effect on Citadele’s financial
condition, results of operations and prospects. Any failure by Citadele Group to accurately assess the credit
quality of its loan portfolio or the value or enforceability of its associated collateral may have a material adverse
effect on Citadele's business, prospects, financial condition, results of operations or cash flows.

Potentially heightened credit risk exposure by lending to retail, SME and micro SME customers

Lending to retail, SME and micro SME customers generally carries a greater risk of credit exposure than
lending to larger corporate customers. Loans to these customers are often more difficult to accurately price
because these customers are generally less financially stable than larger corporate customers and generally
have less available credit history. In particular, the financial condition of some of Citadele Group's retail, SME
and micro SME customers is difficult to assess and predict, and some of these borrowers have no or very
limited credit history. Financial instability within the Baltic States may affect these customers more significantly
than it would affect larger corporate customers. In the case of wider regional or global financial instability (such
as a renewed credit crisis or global recession), Citadele Group may suffer higher losses in connection with its
retail, SME and micro SME loans due to the greater likelihood of SME or micro SME customers going out of
business or retail customers suffering reduced income or becoming unemployed, which may lead to increases
in overdue payments and reduce the ability of such customers to service their debts. Any failure by Citadele
Group to accurately assess the credit risk and loan performance of its retail, SME and micro SME customers
may have a material adverse effect on Citadele Group's business, prospects, financial condition, results of
operations or cash flows.

Concentration risk

Citadele Group’s current loan portfolio is concentrated on certain borrowers and certain sectors of the Latvian
economy. Citadele Group’s loan portfolio currently has substantial credit exposure to the manufacturing and
real estate investment and management sectors in Latvia. As of 31 December 2019, the real estate investment
and management sector constituted 27% and the manufacturing sector 15% of Citadele Group‘s total loan
portfolio to customers other than private individuals. In the event of economic developments adversely affecting
Citadele Group's customers in those sectors, or if any such customers were to move or reduce their business
with Citadele Group or were to experience financial difficulties or other difficulties servicing their loan
obligations, the performance of Citadele Group‘s loan portfolio may be materially and adversely affected, which
may in turn have a material adverse effect on Citadele Group‘s business, prospects, financial condition, results
of operations or cash flows. Furthermore, Citadele’s exposure to the leasing sector will significantly increase
after the completion of the acquisition of Unicredit’s Baltic leasing operations, which includes a lease portfolio of
more than EUR 850 million. Following the acquisition, Citadele’s aggregate net leasing loans will exceed EUR
1.1 billion. As a result, Citadele will become one of the three largest players in the Latvian leasing market. The
closing of the acquisition is expected in Q1 2020, subject to mandatory approvals.

Citadele Group’s securities portfolio is concentrated in Latvian and Lithuanian government bonds and its value
may decrease. As of 31 December 2019, 24% and 19% of Citadele Group‘s securities portfolio consisted of
Latvian and Lithuanian government bonds, respectively. As a result of this concentration, Citadele Group‘s
securities portfolio is particularly exposed to any default by the Latvian or Lithuanian states, including certain of
its branches, departments and local municipalities. In addition, the default of a government of another Member
State of the EU would also likely have a significant impact on the fiscal and political situation of the EU and the
economic performance of the Eurozone, which may have a significant impact on Citadele Group's fixed income
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portfolio. Similarly, any credit default by any other country to which Citadele Group has a direct credit exposure
may have a material adverse effect on Citadele Group's business, prospects, financial condition, results of
operations or cash flows. While the vast majority of the securities in Citadele Group‘s securities portfolio have
investment-grade credit ratings, such securities may fall in value or become less liquid as a result of the
financial performance of their respective issuers, downgrade or loss of its credit rating or as a result of market
conditions in general. Although Citadele Group assesses the fair value of its securities portfolio through the use
of valuation techniques, including quoted market prices, observable market data and other data, there can be
no assurance that the fair values that Citadele Group determines for its securities portfolio accurately reflect the
underlying value of such instruments. In addition, the fair values of Citadele Group's securities portfolio may
change rapidly and unexpectedly based on movements in markets to which Citadele Group‘s securities
portfolio is exposed, even if Citadele Group believes that the underlying value of the securities has not
changed. Any decrease in the value, liquidity or fair values of Citadele Group‘s securities portfolio may require
Citadele Group to acquire additional sources of liquidity or capital and may have a material adverse effect on
Citadele Group's business, prospects, financial condition, results of operations or cash flows.

Liquidity Risk and Dependence on Access to Funding resources

Citadele Group's business is subject to liquidity risk and may be materially and adversely affected by events
beyond its control, including regional or global economic or macroeconomic events or events that cause harm
to Citadele Group's reputation, including a significant and unexpected withdrawal of customer deposits.

The Group's strategy is to be funded predominantly by customer deposits. Customer deposits currently
represent, and are expected to continue to represent, the predominant source of Citadele Group'‘s liquidity, and
Citadele Group is substantially dependent on its ability to attract and retain customer deposits at favourable
interest rates in order to provide sufficient liquidity for its operations. Citadele Group may be unable to attract
and retain customer deposits at the same volume or cost that it currently enjoys. The interest rates that
Citadele Group offers on customer deposits are not only affected by current market interest rates, but are also
dependent on Citadele Group‘s short-term and long-term liquidity targets, as well as its market position and the
level of competition in the markets where it operates. In addition, recent low interest rates on customer deposits
in the Eurozone have led to an increase in Citadele Group‘'s demand deposits and a corresponding decrease in
its fixed-term deposits, which has heightened the potential volatility of Citadele Group‘s customer deposit base.
If money market interest rates set by central banks reach significantly negative levels, Citadele Group may be
forced to pass this cost on to its customers. This may result in customers withdrawing funds which may have an
adverse effect on Citadele Group's funding position.

Citadele regularly stresses the potential outflows it may face under different scenarios. The Group regularly
runs internal liquidity adequacy assessment process (ILAAP) evaluating current and expected liquidity and
funding needs. However, high deposit outflows often occur suddenly, and Citadele Group may not be able to
foresee, predict or adequately manage the impact of such events. If Citadele Group is unable to attract or retain
sufficient customer deposits to meet its funding needs, Citadele Group may need to seek alternative sources of
funding, such as the interbank or capital markets, which, if they are available at all, may be more expensive and
result in decreased interest margins and profitability for Citadele Group. Citadele Group does not currently have
any funding lines available from other. While Citadele Group may seek to issue new debt or seek new
subordinated loans in future, there is no guarantee that it will be able to do so at favourable interest rates or at
all. Citadele Group's ability to raise funds may be limited by numerous factors, including general economic and
macroeconomic conditions, the availability of funding in the capital markets generally or from Citadele's
shareholders, investor confidence in Citadele Group, sentiment towards the Latvian economy or the economies
of the other Baltic States, and the credit rating of Citadele and the financial condition, performance and
prospects of Citadele Group.

Any reduction in available liquidity for Citadele‘s customers, failure by Citadele Group to attract and retain
sufficient customer deposits or to access additional sources of funding at favourable interest rates may have a
material adverse effect on Citadele Group‘s business, prospects, financial condition, results of operations or
cash flows.

Operational risk

Citadele Group is exposed to the risk of fraud committed by its customers, as well as fraud or misconduct
committed by employees. Such fraud or misconduct may arise or persist as a result of the failure or inadequacy
of Citadele Group‘s risk management or corporate governance procedures or the failure of third party
outsourcing contractors to identify or prevent such fraud or misconduct.

18



The scope of the operational risks associated with Citadele Group‘s employees is broad and may include risks
that Citadele Group is unable to identify or mitigate in advance. Such risks include the risk of financial losses
resulting from employees’ lack of knowledge, appropriate training or violation of laws, rules and regulations or
any other misconduct or fraudulent behaviour. Misconduct and fraud have been seen across the global
financial services industry and could involve conduct such as, but not limited to, the improper use or disclosure
of confidential information or the violation of laws and regulations concerning financial abuse and money
laundering. The occurrence of any type of misconduct or fraud could result in penalties or sanctions being
levied against Citadele Group, in addition to the risk that Citadele Group may suffer serious reputational or
commercial harm as a result. In addition, there is a risk that key security and transaction documents held by
Citadele, including title deeds for secured property, personal guarantees and fully executed transaction
documents may be lost, misplaced or destroyed (notwithstanding Citadele Group’s best efforts to prevent this).

Any such documents that are lost or destroyed would reduce Citadele‘s ability to enforce its security or its rights
against the relevant counterparty in the relevant court. The measures that Citadele Group has taken to prevent
fraud or misconduct by its employees may not always be successful, and Citadele has from time to time
encountered isolated incidents of employee misconduct, including in relation to fraud and recklessness by
individual employees. In particular, although Citadele Group has recently upgraded its whistle blowing policy, it
may not be effective in helping Citadele Group identify and prevent employee misconduct. Any violation of
Citadele Group's internal risk management procedures, monitoring systems for foreign exchange transactions
and control procedures on bond limits could also result in Citadele Group inadvertently entering into binding
transactions that exceed authorised limits. Such events may result in unknown and unmanageable losses. In
addition, in the ordinary course of its business, Citadele Group processes a number of transactions manually
and in several instances cash transactions do not comply with the four eyes principle (whereby the final
performance of a transaction or operation must be approved by at least two independent employees or
structural units), which may further increase the risk that human error, employee tampering or manipulation will
result in significant losses that may be difficult to detect. There is also a risk that human error may result in data
being lost, IT systems downtime being increased, or security for Citadele Group being compromised. The
occurrence of fraud or misconduct by Citadele Group‘s employees may have a material adverse effect on
Citadele Group's business, reputation, prospects, financial condition, results of operations or cash flows.

Dependency on Information Technology systems

Citadele Group relies heavily on its information technology (“IT”) systems and security to conduct its business
and protect its data. Whilst Citadele Group has invested substantial resources in upgrading its IT systems and
security, Citadele Group may not be able to successfully maintain or upgrade its IT systems or security,
resulting in performance or security issues, including in relation to payment card limits on ATM transactions,
unauthorised account overdrafts, OFAC sanctions filters or improper use of personal data, In addition, any
maintenance and upgrade programme may be more expensive or more time-consuming than Citadele Group
anticipates. Failure to maintain Citadele Group‘s existing IT systems may place Citadele Group at a competitive
disadvantage relative to competing banks and other financial organisations in the Baltic States, may adversely
affect the confidence Citadele Group's customers have in its IT systems and may limit Citadele Group‘s ability
to attract and retain new customers or customer deposits, any of which may in turn have a material adverse
effect on Citadele Group's business, prospects, financial condition, results of operations or cash flows.

Any disruption in the functionality or data integrity of Citadele Group's IT systems may impair Citadele Group's
decision-making and risk management procedures and business activities and result in additional costs or
losses. Citadele Group has from time to time experienced unauthorised transactions as a result of external
fraud or inadequacies in its IT systems, and may experience losses in the future from any failure of its controls
to detect or contain any future operational risk. Citadele Group's IT systems may also be disrupted by factors
beyond its control, such as faults arising from cables or connections upon which Citadele Group‘s systems are
reliant or as a result of attempts by third parties to breach Citadele Group‘s IT security and infiltrate its IT
networks or otherwise adversely affect its online operations, data or functionality, for example, by way of
hacking, viruses, malware, denial-of-service attacks and other wrongdoing. In particular, Citadele Group and its
clients may be vulnerable to cyber-attacks or other acts of a malicious nature which may compromise the
security of its servers, data and systems and disrupt the flow of funds to and from the bank. For example, in
October 2015, Citadele Group was the target of a denial-of-service attack launched by a well-known
cybercriminal organisation which led to a minor temporary downtime of Citadele Group‘s systems. Citadele
Group also relies upon third-parties for the performance of certain outsourced activities and these third-parties,
their employees and their IT systems may fail to perform adequately or may be vulnerable to cyber-attacks
which may also compromise the IT security, customer data protection and operations of Citadele Group.
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Although Citadele Group has backup and disaster recovery systems in place, if Citadele Group‘s IT systems
fail, whether for a short period of time or due to a longer outage, such as following the occurrence of a natural
disaster or other reason, Citadele Group may be unable to continue to serve its customers’ needs at the level
they are accustomed to or at all. Such failures or shutdowns, whether extended or momentary, may result in
Citadele Group incurring substantial additional costs and may result in the loss of a substantial number of
Citadele Group‘s customers. In addition, IT systems failures may result in reputational damage to Citadele
Group if customers perceive that Citadele Group's IT systems are less secure or less reliable than those of its
competitors. Any failures of Citadele Group's IT systems or outsourced IT systems may have a material
adverse effect on Citadele Group‘s business, prospects, financial condition, results of operations or cash flows.

Reputational Risk

Reputational risk can, above all, be attributed to the materialisation of other risks, such as operational,
strategic, compliance risks or other. Citadele Group mitigates the reputational risk by carrying out regular risk
management trainings as well as by continually improving the Group’s risk management framework, thus
ensuring a strong risk culture. However, the measures taken by Citadele may prove to be ineffective or
insufficient and further, in addition to factors directly attributable to Citadele Group companies and their
employees, the reputation of Citadele Group is affected by circumstances beyond the control of Citadele
Group, such as information circulating in the media. Any deterioration of Citadele Group’s reputation in the eyes
of customers, business partners, owners, employees, investors or supervisory authorities may have material
adverse effect on Citadele Group’s operations, financial condition and results of operations. As of the date of
this prospectus, Citadele Group and FCMC are in a regulatory dialog on results of the on-site AML audit
performed by FCMC in 2018 regarding certain shortcomings identified by the FCMC, certain legacy customers
as well as certain aspects on cross-border application of Latvian AML law. After the date of this Base
Prospectus, Citadele and FCMC may enter into an administrative agreement that would include agreement
between Citadele and FCMC on the relevant remediation plan as well as possible fine. The management board
of Citadele expects that if there would be a fine, the amount will not have any material effect on Citadele’s
financial position.

Correspondent account risk

Citadele Group is exposed to certain concentration risks in relation to its use of correspondent bank accounts
for certain currencies, particularly U.S. dollars and British pounds, which may adversely affect its operations.
Taking in account various AML scandals which raised strong negative impact on country images in Baltic
States during last years, many correspondents, like Deutsche Bank, UBS, KBC Bank ceased correspondent
account relationships for all credit institutions operating in Latvia, including Citadele Group. Citadele Group,
however has successful relationships with Citibank N.A. and Raiffeisen Bank International AG in the field of
USD correspondent banking and British pound correspondent account services. If Citibank N.A. and/or
Raiffeisen Bank International AG decide to withdraw from the Baltic States and Citadele Group fails to open
U.S. dollar and/or British pounds correspondent accounts with other banks, Citadele Group may experience
difficulties in processing customer payments in both currencies. In particular, these difficulties may affect
Citadele Group‘s wealth management and corporate segments if customers perceive that Citadele is not able
to offer a full spectrum of banking services, including the ability to process payments in key currencies. Any
such development may result in loss of majority of fee income from payment transfers as well as part of fees
from custody and brokerage services, in inability to serve non-euro payment card settlements that may have a
material adverse effect on Citadele Group‘s business, prospects, financial condition, results of operations or
cash flows.

Citadele Group may be subject to litigation, administrative proceedings or other proceedings

Citadele Group may be subject to litigation by its customers, employees, shareholders or other persons through
private actions, administrative proceedings, regulatory actions or other litigation. Whilst Citadele Group has
from time to time been subject to litigation, the outcome of litigation or similar proceedings or actions is difficult
to assess or quantify. Claimants in these types of actions against Citadele Group may, in particular, seek
recovery of large or indeterminate amounts or other remedies, or challenge the actions taken or resolutions
adopted by Citadele Group‘'s Management and Supervisory Boards and the General Meeting of Shareholders,
which may affect Citadele Group's ability to conduct its business, and the magnitude of the potential losses
relating to such actions may remain unknown for substantial periods of time. The cost of defending future
actions may be significant. There may also be adverse publicity associated with litigation that could negatively
affect the reputation of Citadele Group, regardless of whether the allegations are valid or whether Citadele
Group is ultimately found liable. The occurrence of any litigation or similar proceedings or actions may have a
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material adverse effect on Citadele Group‘s business, prospects, financial condition, results of operations or
cash flows.

Dependency on qualified personnel

To meet commercial challenges and maintain effective operations, Citadele Group must recruit and retain
appropriately skilled individuals. Citadele Group‘s senior management team contributes significant expertise in,
and experience with, the industries within which Citadele Group operates, and has allowed Citadele Group to
maintain and develop business with many of its key customers. Implementation of Citadele Group‘s business
strategy by its senior management may distract senior management from the day-to-day operation of Citadele
Group's business and may result in their inability to devote sufficient attention to maintaining and improving
these client relationships. Citadele Group is reliant upon its senior management team for the implementation of
its business strategy and its day-to-day operational activities, and any change or disruption in the senior
management team may have a material adverse effect on Citadele Group‘s business, prospects, financial
condition, results of operations or cash flows.

Citadele Group‘s ability to continue to attract, retain and motivate qualified and experienced personnel is vital to
its business. Attracting and retaining highly professional and motivated employees has been challenging at all
times. Citadele Group closely monitors the market in terms of pay to ensure employees are adequately
remunerated, but there is ongoing competition for talent. Given the shortage of skilled labour in the Baltic
States and the resulting competition and increased salary pressure for skilled labour, Citadele Group may be
unable to retain existing personnel or hire new qualified personnel, and Citadele Group may be required to
further increase salaries and other benefits offered to experienced banking and management staff, which would
increase Citadele Group‘s personnel costs. Any failure by Citadele Group to retain experienced personnel or
hire new qualified personnel may have a material adverse effect on Citadele Group's business, prospects,
financial condition, results of operations or cash flows.

3.3. Economic and Market Environment Risks

Changes in Economic Environment

Citadele Group's business is affected by European and global economic conditions and future economic
prospects, particularly in Latvia and the other Baltic States in which Citadele Group‘s revenue is predominantly
generated. Weak macroeconomic conditions, recessions, the implementation of austerity measures, along with
global financial market turmoil and volatility, similar to the 2008-2009 financial crisis, have in the past affected
and may continue to affect Citadele Group‘s business, financial performance and the activity level and
behaviour of Citadele Group's customers as well as the banking sectors in the Baltic States generally. External
economic factors have in the past affected and may continue to affect Citadele Group in the future. These
include high unemployment levels, reduced consumer and government spending levels, government monetary
and fiscal policies, inflation rates, credit spreads, currency exchange rates, market indices, investor sentiment
and confidence in the financial markets, reduced consumer confidence, the level and volatility of equity prices,
commodity prices and interest rates, real estate prices and changes in customer behaviour. All of these factors
are impacted by changes in financial markets and developments in the European and global economies,
including in Latvia and the other regions where Citadele Group operates. Furthermore, other factors or events
may affect the Baltic, European and global economic conditions, such as heightened geopolitical tensions, war,
acts of terrorism, natural disasters or other similar events outside Citadele Group‘s control.

Following the global financial crisis in 2008 and 2009, a number of countries in Europe have experienced
increasing debt levels and a lack of economic growth. Lower private consumer spending, lower household
purchasing power, high rates of unemployment, reduction of business profitability and increased insolvency of
companies and/or households have contributed to slow GDP growth in many European countries. Certain of
these factors arising from the global financial crisis (particularly those impacting CIS countries) have resulted in
a reduced demand for financial products and services and deterioration in the asset quality of Citadele Group
and have negatively influenced the capacity of Citadele Group‘s customers to repay loans resulting in
increased loan impairment charges, in particular prior to 2013. Although the Baltic States have been in a period
of economic recovery following the global financial crisis, the rate of growth in these countries, like many others
in the EU, has recently slowed, and they remain highly exposed to regional or global financial instability. In
addition, due to their relatively small and open economies, the Baltic States remain exposed to regional or
global economic or macroeconomic events to a greater extent than many other nations making Baltic states
more vulnerable to escalations in trade tensions. Domestically Baltic States shrinking labour force and declining
population are factors that could affect potential GDP growth over the medium to long term.
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Following the adoption of the Euro by Estonia, Latvia and Lithuania on 1 January 2011, 2014 and 2015,
respectively, the Baltic States are currently all members of the Eurozone and are thus affected by economic
and macroeconomic developments in the Eurozone.

Citadele Group has no control over economic or macroeconomic events and changing market conditions and
may be unable to foresee, predict or adequately manage their effects. Consequently, a market downturn or a
worsening of the Baltic, European or global economies may negatively impact the value of Citadele Group's
assets, the ability of its clients to meet financial obligations and could cause Citadele Group‘s loan impairment
charges to rise, any of which may have a material adverse effect on Citadele Group‘s business, prospects,
financial condition, results of operations or cash flows, and severely limit Citadele’s ability to implement its
business strategy.

Competition within the banking sectors of the Baltic States

Citadele Group faces significant competition from both foreign and domestic banks in all Baltic States.
According to data published by the Finance Latvia association (FLA), as of 30 September 2019, there were 11
banks and 9 branches of foreign banks operating in Latvia. Increased levels of competition in Latvia, Lithuania
or Estonia may have a material adverse effect on Citadele Group‘'s market share in the Baltic States and may
limit its ability to expand its operations and product offerings to customers. Because there is only a limited pool
of high quality borrowers in the Baltic States, Citadele Group may lose market share if its competitors seek to
expand and it is unable to effectively compete. Citadele Group may be unable to offer new products or services
at the same rate or level of profitability as its competitors, and Citadele Group may be unable to enhance its
existing products or services before or in line with its competitors. While Citadele Group does not actively target
customers in the low-interest rate segment of these markets and does not engage in so-called “interest rate
wars” with other banks, should a competitor lower its interest rates on loans or increase interest rates on
savings products, Citadele Group's ability or desire to match such rates, particularly in relation to its corporate
loan products, would be limited.

In addition to the competitive threat posed by traditional banks, Citadele Group also faces competition from a
number of small, independent financial technology companies not only from the Baltic States, but also from
elsewhere. The number of “FinTech” companies has expanded significantly in recent years, as has their
product offering, and their aim is to disrupt the incumbent financial system by offering lower-cost, software-
focused financial services, particularly in relation to the consumer loans, credit cards, payment transfers and
foreign exchange segments of the banking sector.

Any failure by Citadele Group to successfully compete in the Baltic States may have a material adverse effect
on Citadele Group'‘s business, prospects, financial condition, results of operations or cash flows, and may
severely limit Citadele Group's ability to implement its business strategy.

Changes in market interest rates

Market interest rates remain low in most of the countries where Citadele Group operates, particularly in the
Eurozone. Changes in market interest rates are influenced by a number of factors outside of Citadele Group‘s
control, including the fiscal and monetary policies of governments and central banks, such as the ECB, and
international political and economic conditions. Market interest rates may change in ways that Citadele Group is
unable to foresee, predict or adequately manage, and may have a disproportionate or different effect on
Citadele Group relative to its competitors. Market interest rates, particularly in the Eurozone, and the trend in
the change of such rates have a material impact on Citadele Group's interest income from its loan and
securities portfolios. As of 31 December 2019, vast majority of Citadele Group’s loan portfolio consists of
floating rate loans, whilst majority of Citadele Group‘s securities portfolio consists of fixed rate instruments.
Changes in market interest rates also have a material impact on Citadele Group's interest expense, particularly
with respect to the interest rates it pays on its customer deposit base. Because Citadele Group derives the
majority of its total income from net interest income, changes in market interest rates may have a material
adverse effect on Citadele Group's business, prospects, financial condition, results of operations or cash flows.

An increase in market interest rates may increase the interest expense that Citadele Group is required to pay in
order to preserve liquidity by holding cash at the Central Bank or other Monetary financial institutions (MFIs),
maintain its customer deposit base, as well as to honour liabilities to other creditors. In addition, an increase in
market interest rates would have an immediate negative impact on Citadele's shareholder equity due to the
revaluation of Citadele Group‘s fair valued securities portfolio, as well as a potential future negative impact on
Citadele Group‘s income statement upon the sale of an affected security. The offsetting positive impact of
increased interest income from Citadele Group‘s loan portfolio due to interest rate increases would not take
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effect for up to six months in the future for each relevant loan due to delays in interest rate changes on
individual loans, which are typically tied to six-month EURIBOR rates. However, the greater the increase in
interest rates on loans, the greater the risk that borrowers would be unable to keep up with their increased
payments and that increased interest income would be offset by increased default and impairment rates on
Citadele Group's loan portfolio. As a result, an increase in interest rates may reduce Citadele Group‘s net
interest margin and may have a material adverse effect on Citadele Group‘s business, prospects, financial
condition, results of operations or cash flows.

3.4. Regulatory, Political and Tax Risks

Changes in prudential regulatory environment

Citadele Group, like other financial institutions operating within the European Union, faces increasing risks
associated with an uncertain and rapidly changing prudential regulatory environment, pursuant to which it is
required, among other things, to maintain adequate capital resources and to satisfy specified capital or other
ratios. Whilst Citadele Group is in compliance with existing capital adequacy requirements, there is a risk that
more stringent capital adequacy requirements could be introduced in relation to the quality or the quantity of
capital required to be held. Effective management of Citadele Group‘s capital is critical to the success of its
commercial operations and the implementation of its business strategy. Citadele's Management Board will set
its internal target amount of capital by taking account of their own assessment of the risk profile of the business,
market expectations and regulatory requirements. If regulatory requirements as to capital levels increase,
driven by, for example, new regulatory measures, Citadele Group may be required to comply with increased
capital ratios, e.g. due to changes in capital buffer requirements or individual assessment made by FCMC on
an annual basis.

Besides minimum capital adequacy ratios as set by CRR, Citadele Group currently is exposed to and have to
comply with a 2.9% regulatory Pillar 2 requirement, 2.5% capital conservation buffer 1.5% other systemically
important institution (OSII) capital buffer, and 0.24% countercyclical capital buffer (as of 30 September 2019),
which represents a countercyclical buffer based on Citadele’s risk exposure geographical distribution regulatory
initiative in respective countries. In order to meet its projected capital adequacy requirements, Citadele Group
has assumed that its net profits available for distribution will be included as part of its Common Equity Tier 1
capital. By their very nature, profits may be volatile and unpredictable, and there is no guarantee that Citadele
Group will be able to achieve the net profits that it anticipates in the future. Citadele Group may also need to
increase its capital level in response to changing market conditions or expectations. If Citadele Group is unable
to so increase its capital, it may no longer comply with regulatory requirements or satisfy market expectations
related to its capital strength, which may have a material adverse effect on Citadele Group‘s business,
prospects, financial condition, results of operations or cash flows. Any change that limits Citadele Group‘s
ability to effectively manage its capital (including, for example, reductions in profits and retained earnings as a
result of credit losses, write-downs or otherwise, increases in risk-weighted assets, delays in the disposal of
certain assets, or the inability to raise capital or funding through wholesale markets as a result of market
conditions or otherwise) may have a material adverse effect on Citadele Group’s business, prospects, financial
condition, results of operations, liquidity or cash flows.

Citadele Group's future borrowing costs and capital requirements could be affected by prudential regulatory
developments, which among others might include: (i) implementing various proposals of the Basel Committee
in the EU and amending and supplementing the existing CRR and CRD framework and other regulatory
developments impacting capital position; and (ii) the BRRD. Whilst any future regulatory developments may
increase protection for depositors and reduce the extent to which the banking industry is exposed to future
finance shocks (as is the overall objective of CRR/CRD 1V, Basel Ill and BRRD), any such regulatory
developments may have a material adverse effect on Citadele Group‘s business, prospects, financial condition,
results of operations and cash flows.

The capital requirements and required buffers under CRR/CRD IV are fully phased-in in 2019. Further, the
CRR/CRD |V requirements adopted in Latvia and the Baltic States may change, whether as a result of further
changes to CRR/CRD |V agreed by EU legislators, binding regulatory technical standards to be developed by
the European Banking Authority, changes to the way in which the relevant regional authorities interpret and
apply these requirements to Citadele Group‘s operations (including as regards individual model approvals
granted under CRD Il and Ill), or otherwise. Such changes, either individually or in the aggregate, may lead to
further unexpected enhanced requirements in relation to the Citadele Group‘s capital, leverage, liquidity and
funding ratios or alter the way such ratios are calculated, which may, in turn, have a material adverse effect on
Citadele Group's business, prospects, financial condition, results of operations or cash flows.
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Additionally, the FCMC requires the Bank to comply with liquidity ratio requirements imposed upon several
banks in Latvia or those specifically applicable to Citadele. The basic short-term liquidity ratio requirement for
banks in Latvia is 30%.

Citadele Group ensures the compliance with Liquidity coverage ratio (LCR) requirement and already meets Net
stable funding ratio (NSFR) requirement which is expected to enter into force in May 2021. Citadele Group may
be unable to comply with the FCMC's regulatory required liquidity ratios, or may only be able to do so at the
expense of disposing of certain of its more profitable but illiquid investments or limiting the frequency or value of
its business activities. This may, in turn, have a material adverse effect on Citadele's business, prospects,
financial condition, results of operations or cash flows.

Currently, Citadele Group's primary regulator is the FCMC, and Citadele Group is not currently regulated
directly by the ECB. However, Citadele Group may come within the scope of ECB’s regulatory mandate and
oversight. This could impose new regulatory restrictions, disclosures and/or information requests upon Citadele
Group, and may also lead to increased costs and review of Citadele Group’s impairment levels. It may also
result in an increase of the time spent by Citadele’'s management in order to ensure full regulatory compliance.
The imposition of any such restrictions, increased costs and/or impairments as well as extra management time
may have a material adverse effect on Citadele Group‘’s business, prospects, financial condition, results of
operations or cash flows. See “Corporate governance — Asset Liability and Risk Management —Capital
Adequacy Management” for further information.

Maintaining minimum capital requirements

Citadele Group has previously submitted a report to the FCMC (Latvian regulator) following its internal capital
adequacy assessment process (“ICAAP”) detailing Citadele Group’‘s plan on how it will continuously meet the
minimum capital adequacy requirements, including its Pillar 2 add-on and combined buffer requirement, on a
Basel Il transitional basis over the forecasted period from 2019 to 2021. The content of this plan has been
reviewed by the FCMC and will be one of the key inputs to the Supervisory Review and Evaluation Process
(SREP) decision expected at the beginning of 2020. The current Pillar 2 regulatory requirement has been set at
2.9% following the SREP decision as of February 2019. ICAAP forecasts are based on a number of
assumptions, including Citadele Group‘s projected revenue growth and the anticipated expansion of its asset
base in line with its business strategy. However, whilst these assumptions, including profit forecast for the
future periods, have been prepared as accurately as possible based upon information available at the time they
are formed, these assumptions may prove to be inaccurate or incorrect due to factors outside of Citadele
Group‘s control or expectation, which in turn may affect Citadele Group‘s ability to meet its minimum capital
requirements or other prudential requirements under law or regulation. In case regulations related to capital
requirements are amended by the FCMC at any point of time in the future, the Citadele Group may need to
revise its business strategy, capital plan or both in order to ensure compliance with the aforementioned
regulations. Any such revisions may have adverse implications on financial performance of Citadele Group.
The investment of capital in projects aimed at growth may affect Citadele Group‘s overall capital position and
may in turn affect its ability to meet the capital requirements imposed by the FCMC. See also “Changes in
prudential regulatory environment” and “Strategic risk”, above. Any failure by Citadele Group to meet its
minimum regulatory capital requirements may have a material adverse effect on Citadele Group‘s business,
prospects, financial condition, results of operations or cash flows.

Meeting minimum requirement for own funds and eligible liabilities (MREL) under BRRD

On 23 May 2016 the European Commission adopted the regulatory technical standards ("RTS") on the criteria
for determining the minimum requirement for own funds and eligible liabilities ("MREL") under BRRD. In order
to ensure the effectiveness of bail-in and other resolution tools introduced by BRRD, BRRD requires that all
institutions meet an individual MREL requirement, calculated as a percentage of total liabilities and own funds
and set by the relevant resolution authorities, with effect from 1 January 2016. The RTS provide for resolution
authorities to allow institutions a transitional period to reach the applicable MREL requirements.

The MREL requirement for each institution will be comprised of a number of elements, including the required
loss absorbing capacity of the institution (which will, as a minimum, equate to the institution's capital
requirements under CRD |V, including applicable buffers), and the level of recapitalisation needed to implement
the preferred resolution strategy identified during the resolution planning process. Iltems eligible for inclusion in
MREL will include an institution's own funds (within the meaning of CRD IV), along with "eligible liabilities",
meaning liabilities which inter alia, are issued and fully paid up, have a maturity of at least one year (or do not
give the investor a right to repayment within one year), and do not arise from derivatives.
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The Single Resolution Board (SRB) determined the consolidated MREL for Citadele Group at the level of
14.92% of total liabilities and own funds (TLOF). The ratio was calculated based on the Group’s financial
position as of 31 December 2018. The MREL target has to be reached by 31 March 2022 after a transition
period of 3 years. The existing target may be updated by the SRB in the future. Citadele will need additional
eligible liabilities to comply with MREL requirements and Citadele may have to issue a significant amount of
additional MREL eligible liabilities in order to meet the new requirements within the required timeframes, which
may have a material adverse effect on Citadele Group‘'s business, prospects, financial condition, results of
operations or cash flows. Any failure by the Citadele to comply with MREL requirements also may have a
material adverse effect on the Citadele 's business, financial conditions and results of operations.

Measures to comply with anti-money laundering, countering the financing of terrorism and
proliferation, anti-bribery and sanctions regulations may not be effective in all material respects

Although Latvia has enacted and fully implemented EU-wide requirements in relation to anti-money laundering
(“AML”), and countering the financing of terrorism (“CFT”) and proliferation (CPF), anti-bribery and sanctions
legislation, extent of compliance with this legislation in the recent years have not been fully consistent across all
Latvian financial institutions. Although proportion of international customers served by financial institutions is
decreasing and the consequential risk of being used as money laundering vehicles decreases, there is still a
perception of Latvia as a jurisdiction having inadequate frameworks for dealing with money laundering and
bribery; this perception (whether or not founded) may cause correspondent banks in Western jurisdictions to
elect not to deal with certain Latvian banks or to cease operations in the region entirely. Such an occurrence
may have a material adverse effect on Citadele Group's ability to process international payments, specifically in
U.S. dollars, and in turn on Citadele Group‘s business, prospects, financial condition, results of operations or
cash flows. Although Citadele Group believes that it has introduced all the necessary measures to adequately
counteract money laundering and financing of terrorism which are required by law, including know-your-
customer procedures and banking system enhancements, Citadele as part of a sector-wide exercise had
engaged a U.S. based external auditor in 2016 to perform a review of its AML policies and procedures to
ensure that these are as up to date and comprehensive as possible. As a result of this external review, the
auditor‘s assessment for Citadele showed moderate level of AML compliance with international standards, and
ranked Citadele best-in-class within the Latvian banking sector. To address the auditor's recommendations and
suggestions for specific AML areas, Citadele has made all efforts to implement all recommendations and
suggestions of external auditors according to remediation plan developed by Citadele. However, there is no
guarantee that recommendations are fully and accurately implemented per the best practices in place in the
United States and European Union. Furthermore, in order to ensure ongoing independent testing of AML
compliance and as part of a follow-on sector-wide exercise required by the FCMC in 2017, Citadele has
engaged U.S. based auditors for consecutive AML audit in 2018 to perform re-evaluation of Citadele
compliance with U.S. legal and international regulatory requirements and also address the sufficiency and
quality of work performed by Citadele to implement recommendations from the previous review conducted in
2016. Whilst, at the date of this Base Prospectus, no Citadele Group entity has, to the knowledge of Citadele
Group‘s management, been involved in fraud, money laundering, bribery, corruption, financing of terrorism or
any other illegal transactions of a similar nature, it is not uncommon for attempts to be made by individuals,
including potentially by employees of Citadele Group, to use Citadele and other banks and their subsidiaries to
engage in such activities. As such, there have been and may be attempts to launder money or undertake other
illegal activities through Citadele or Citadele entities, and Citadele Group‘'s AML, CFT, CPF and other
compliance measures may not be effective in preventing such activities, whether as a result of Citadele Group's
employees’ failure to observe the measures that Citadele Group has put into place, insufficient effectiveness of
Citadele’s internal control systems and/or as a result of the development of new methods for conducting money
laundering activities or for other reasons. As day-to-day enforcement of AML/CFT/CPF and compliance
measures is a time- and resource-intensive process, Citadele Group may experience delays in reviewing
potential AML/CFT/CPF or compliance issues or in implementing preventive and corrective measures required
by applicable legislation. Similarly, whilst Citadele Group introduced a new international sanctions policy in
August 2015 which sets out the means by which Citadele Group manages the risk of breaching sanctions
together with the enforcement principles which Citadele Group intends to maintain, there can be no guarantee
that this policy will be wholly effective in preventing a breach of sanctions by Citadele Group or its employees.

The local regulatory environment, as well as supervisory and enforcement approach in the Baltic States in the
areas of AML, CFT and sanctions have become quite strict in the recent years. During 2018 the FCMC has
conducted on-site audit of Citadele’s AML/CFT compliance with the requirements of applicable laws and
regulations, but at the date of this Base Prospectus no final binding decision regarding outcome of such on-site
audit has been taken by the FCMC. As of the date of this prospectus, Citadele Group and FCMC are in a
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regulatory dialog on results of the on-site AML audit performed by FCMC in 2018 regarding certain
shortcomings identified by the FCMC, certain legacy customers as well as certain aspects on cross-border
application of Latvian AML law. After the date of this Base Prospectus, Citadele and FCMC may enter into an
administrative agreement that would include agreement between Citadele and FCMC on the relevant
remediation plan as well as possible fine. The management board of Citadele expects that if there would be a
fine, the amount will not have any material effect on Citadele’s financial position. Any failure by Citadele Group
to fully implement functional AML procedures or to comply with all of the relevant Latvian, EU or other laws or
regulations on AML, CFT, CPF anti-bribery and sanctions could subject Citadele Group to significant fines,
sanctions and/or can result in harm to Citadele Group’s reputation and even business disruption. It cannot be
excluded that Citadele Group or its employees may have breached such laws or regulations in the past or that
Citadele or its employees may breach such laws or regulations in the future, any of which may have a material
adverse effect on Citadele Group's business, prospects, financial condition, results of operations or cash flows.

Impact from implementation of the final Basel Ill framework

In December 2017, the Basel committee agreed on a new regulatory framework denoted the ‘Final Basel llI
Framework’. The accord was subsequently supported by the G20 Finance Ministers and Central Bank
Governors Meeting. The background for the framework was notably an identified variability in internal capital
adequacy models that was not seen as being driven by a corresponding variation in underlying risks facing
different banks. In other words, banks might not have enough capital to keep the financial system stable in a
crisis because they underestimate potential losses. To address this, the Basel Committee proposed to, e.g.,
implement floors on the risk weights of banks, providing a minimum capital requirement for different exposures.
In this way, the variability of the risk weight estimation is reduced, as it gives a lower bound for the required
capital. Based on a mandate from the EU Commission, the European Banking Authority (EBA) provided a first
assessment in August 2019 of how the Basel agreement could be implemented in the EU. In their main
scenario, EBA estimates that the package would increase minimum capital requirements by some 24% for the
EU average, equivalent to a shortfall of core equity (CET1) of EUR 91 bn. EBA also provides some options for
implementation that would lead to a lower impact on capital requirements.

This main concept of the package has been translated into numerous different measures, including:

e Input floors and other restrictions that set minimums for the parameter estimates going into the risk-weight
functions and restricting the use of the more advanced approaches using own estimates of loss given
default

e Output-floors providing a minimum risk weight exposure amount (REA) for banks using internal models set
at 72.5 % of the REA calculated using the standardised approaches

e A revised standardised approach for credit risk with the aim of increasing the risk sensitivity of the
standardised approach for credit risk. This includes a more granular risk weighting approach for residential
real estate exposure (where risk weights now depend on the loan-to-value ratio)

e Revisions of the market risk and credit valuation adjustment (CVA) risk framework. These limit the use of
internal models for market risk and entirely remove the possibility to model CVA risk based on internal
models. Also, the standardised approaches for market and CVA risk have been revamped

e A new framework for operational risk that replaces approaches based on internal models as well as the
original three standardised approaches.

Citadele Group faces risks associated with taxation and changes in taxation legislation

Future actions by governments (whether in Latvia or elsewhere) or relevant European bodies to increase tax
rates or to impose additional taxes could reduce Citadele Group‘s profitability. The interpretation of Latvian,
Lithuanian and Estonian tax laws and regulations may be unclear and may change which could be
unfavourable to Citadele, any of which may have a material adverse effect on Citadele‘s business, prospects,
financial condition, results of operations or cash flows.

Legal entities in general (including financial institutions) that are tax resident in respective Baltic state (or which
are otherwise liable to local tax), are required to pay certain taxes which are typical of the taxes applicable in
EU member states. Citadele Group is subject to, or responsible for, a number of taxes in Latvia, including value
added tax, social security contributions, personal income tax (to the extent it is withheld at source as payroll tax
or withholding tax applicable to other sources of income of private individuals), corporate income tax, real
estate tax, vehicle operation tax and company car tax, as well as other taxes specified in international
agreements ratified by the Latvian Parliament from time to time. The tax policy of governments (including
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Latvia, the other Baltic States or elsewhere) may change in a manner which may have a material adverse effect
on Citadele Group's business, prospects, financial condition, results of operations or cash flows.

Anticipated revisions to tax legislation or to its interpretation may affect Citadele Group‘s financial condition in
the future.

The new Latvian corporate income tax regime, effective from 1 January 2018, introduced a new framework
whereby corporate income tax is payable on dividend pay-outs only (irrespective of profits in the particular
period) and certain other expenses considered to be distribution of earnings for tax purposes (e.g. non-
business expenses and representative expenses that exceed specific thresholds). Corporate income tax in
Lithuania is payable on taxable profits, which may be partially offset by any tax loss carried forward from
previous tax periods. Corporate income tax in Estonia is payable on dividend pay-outs, but institution is
required to pay-in tax advance. As a result, this new regime has a positive impact on the Group and the Bank in
2018 and 2019 (and subsequent periods) as the corporate income tax expense on undistributed profits
decreased substantially under the new tax regime in Latvia. The tax assets in other Group‘s jurisdictions are
unaffected by the changes in the Latvian tax regime.

If Citadele Group fails to adequately plan, manage or comply with changes in relevant taxation law or the
interpretation thereof, including with respect to transfer pricing, Citadele Group‘s operations may be adversely
affected, either through reduced profitability or by being subject to penalties from the relevant tax authority.
Citadele Group may also suffer reputational risk if it is perceived as not paying its fair share of tax, which could
damage its brand. Any failure by Citadele Group to properly manage taxation rates or tax laws may have a
material adverse effect on Citadele's business, prospects, financial condition, results of operations or cash
flows.

Citadele Group is subject to periodic tax audits by the Latvian tax authorities

Citadele Group is subject to periodic audits by the Latvian, Lithuanian, Estonian and Swiss tax authorities.
Statute of limitations in Latvia is three years since the relevant tax payment was due, but transfer prices may be
examined for five years. The statute of limitations in Lithuania and Estonia is current and five and three
previous tax periods respectively. However, the statute of limitations may be extended if a criminal case has
been initiated against the tax payer and it requires determining the damage caused to the State. Citadele
Group is unable to predict the timing of these audits, and these audits may discover tax issues or problems of
which Citadele Group was previously unaware. Complying with these audits may be difficult, time-consuming
and expensive, and may require substantial attention from management. Whilst Citadele Group regularly
evaluates its compliance with tax legislation and uncertain tax positions, any adverse outcomes from these
audits may result in the imposition of penalties which may have an adverse effect on Citadele Group's
business, prospects, financial condition, results of operations or cash flows.

Citadele Group faces risks as a result of regulatory investigations

Citadele Group, like many other financial institutions with operations in Switzerland, has previously been the
subject of investigations conducted by U.S. Government authorities, including in relation to assets which are
taxable under U.S. legislation. Although, following these investigations, Citadele Group has not been adjudged
to be in breach of any applicable law or regulation, there is a continued risk that Citadele Group may be the
subject of future investigations by regulators or governmental authorities in all jurisdictions where it conducts
business Such investigations typically require senior staff or management to devote a considerable amount of
time and administrative resources. The outcome of any such investigation is uncertain, and even if Citadele
Group is not adjudged to be in breach of any applicable law or regulation, Citadele Group may be required to
spend substantial amounts of time and money in the course of such investigation.

Citadele banka is also subject to number of regular audits by the respective Baltic banking regulators as well as
number of external auditors. Although findings, if any, by external auditors are kept within the organization,
findings as well as fines (if any) by banking regulator may negatively impact Citadele’s reputation and valuation
as well as smooth co-operations with foreign correspondent banks. As of date of this prospectus, Citadele
group and FCMC are in a regulatory dialog on results of the on-site AML audit performed by FCMC in 2018
regarding certain shortcomings identified by the FCMC, certain legacy customers as well as certain aspects on
cross-border application of Latvian AML law. After the date of this Base Prospectus, Citadele and FCMC may
enter into an administrative agreement that would include agreement between Citadele and FCMC on the
relevant remediation plan as well as possible fine. The management board of Citadele expects that if there
would be a fine, the amount will not have any material effect on Citadele’s financial position.
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3.5. Risks Relating to the Bonds, Offer and Listing

The Bonds may not be a suitable investment for all investors

Thus, each potential investor in the Bonds must determine the suitability and appropriateness of that
investment in light of his or her own circumstances. A potential investor should not invest in the Bonds unless
the investor has the expertise (either alone or with the relevant support from a professional advisor) to
evaluate how the Bonds will perform under changing conditions, the resulting effects on the value of such
Bonds and the impact this investment will have on the potential investor’s overall investment portfolio. In
particular, each potential investor should consider, either on his or her own or with the help of the investor’s
financial and other professional advisers, whether the investor:

() has sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the merits
and risks of investing in the Bonds and the information contained or incorporated by reference in this
Base Prospectus, the Final Terms and documents attached to this Base Prospectus or any applicable
supplement;

(i) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Bonds and the impact the Bonds will have on its
overall investment portfolio;

(i)  has sufficient financial resources and liquidity to bear all of the risks of an investment in the Bonds,
including where the currency for principal or interest payments is different from the potential investor's
currency;

(iv)  understands thoroughly the terms of the Bonds and is familiar with the behaviour of any relevant
indices and financial markets; and

(v) is able to evaluate either alone or with the relevant support from a financial adviser possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Credit risk

An investment in the Bonds is subject to credit risk, which means that the Citadele may fail to meet its
obligations arising from the Bonds in a duly and timely manner. Citadele’s ability to meet its obligations arising
from the Bonds and the ability of the Bondholders to receive payments arising from the Bonds depend on the
financial position and the results of operations of Citadele and Citadele Group, which are subject to other risks
as described in this Base Prospectus.

Citadele’s obligations under the Bonds are subordinated obligations

The Bonds are subordinated to all unsubordinated claims against the Citadele; however, not to the claims,
which are subordinated to the Bonds or which rank pari passu with the Bonds. The subordination of the Bonds
means that upon the liquidation or bankruptcy of the Company, all the claims arising from the Bonds shall fall
due in accordance with the Terms of the Bonds and shall be satisfied only after the full satisfaction of all
unsubordinated recognised claims against the Company in accordance with the applicable law. Therefore,
upon the liquidation or bankruptcy of the Citadele, the holders of the Bonds are not entitled to any payments
due under the Terms of the Bonds until the full and due satisfaction of all the unsubordinated claims against the
Company. The subordination may have adverse effect on the Citadele's ability to meet all its obligations arising
from the Bonds. The risk profile of the Bonds for subordination risk is considered as medium.

The Bonds may be redeemed prematurely on the initiative of Citadele

The Bonds may be redeemed prematurely on the initiative of Citadele in certain circumstances as described in
section entitled “General Terms and Conditions of the Bonds”. If this early redemption right is exercised by
Citadele, the rate of return from an investment in the Bonds may be lower than initially anticipated and the
market value of the Bonds may be higher than the early redemption amount at the moment of redemption. It
may not be possible for Bondholders thereafter to reinvest such proceeds at an effective interest rate as
high as the interest rate on the Bonds. Bondholders may only be able to do so at a significantly lower rate.
The premature redemption of the Bonds may be conditional on Citadele receiving consent to the early
redemption from the competent authority (such as FCMC or the EBA if they are in the competence thereof).
The decision on granting the consent may involve a certain amount of discretion by the respective competent
authority. Therefore early redemption may be beyond the control of Citadele.

The Bonds are subject to bail-in risk

In the event of exercise by the FCMC, the relevant Latvian resolution authority, of its bail-in power in
accordance with the BRRD and the CIIFRR Law, the Bonds may become subject to compulsory write-down or
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conversion over which neither Citadele nor the Bondholders will have any control. As a result of exercise by the
FCMC of its authority to write-down or convert the Bonds, any of the following effects can ensue: (i) the
principal amount of or amount payable on maturity of the Bonds may reduce, including a possible reduction to
zero; (ii) the Bonds may be converted into ordinary shares of Citadele or other securities of Citadele; (iii) the
Bonds may be cancelled, fully or partially; or (iv) all or some of the terms relevant to repayment, redemption, or
payment of interest on the Bonds may be amended (including with respect to extension of the term of maturity
of the Bonds and/or rescheduling of interest payments). Financial public support will only be used as a last
resort after having assessed and exploited, to the maximum extent possible, the available resolution tools and
actions, including with respect to the bail-in power. The FCMC is not obliged to seek consent by the
Bondholders in order to effect the bail-in measures. The exercise of any bail-in power or any proposal of such
exercise could materially adversely affect the value of the Bonds and cause the value of investments into the
Bonds to deteriorate.

The Bonds do not carry any beneficial interest in the equity or voting rights

An investment into the Bonds is an investment into non-convertible debt instruments, which does not confer
any legal or beneficial interest in the equity of Citadele or any part of Citadele Group or rights to receive
dividends or other rights which may arise from equity instruments or right to convert the Bonds into such
instruments. Investors are being offered the Bonds which do not entitle the Bondholders to any voting rights at
the Shareholders Meetings of the Citadele. Only the shareholders of Citadele have voting rights at the
Shareholders Meetings of the Citadele. The Bonds carry no such voting rights. Consequently, the
Bondholders will not be able to influence any decisions by the Citadele's shareholders, including decisions
on the capital structure of Citadele and any other decisions and corporate matters relating to Citadele that
could adversely impact the liquidity or price of the Bonds or the Bonds’ desirability in the future. The Bonds
represent a non-convertible debt obligation of Citadele, granting the Bondholders only such rights as set forth
in the section entitled “General Terms and Conditions of the Bonds”.

Tax Regime Risks

Adverse changes in the tax regime applicable in respect of transacting with the Bonds or receiving interest or
principal payments based on the Bonds may result in an increased tax burden of the Bondholders and may
therefore have adverse effect on the rate of return from the investment into the Bonds.

The Offer may be cancelled

Although Citadele will strive to ensure that the Offer of all Tranches is successful, Citadele cannot provide any
assurance that the Offer of all Tranches will be successful and that the investors will receive any Bonds they
have subscribed for. Citadele is entitled to cancel the Offer of any Tranche on the terms and conditions
described in the section entitled “Terms and Conditions of the Offer”.

Bond Price and Limited Liquidity of Bonds

Citadele will apply for the listing of the Bonds on the Baltic Bond List of the Nasdaq Riga Stock Exchange;
however, although every effort will be made by Citadele to ensure the listing of the Bonds as anticipated by the
Citadele, no assurance can be provided that the Bonds will be listed and admitted to trading. If the Bonds are
listed on the Baltic Bond List of the Nasdaq Riga Stock Exchange, an active and liquid public trading market for
the Bonds may not develop or be sustained after the Offer and Citadele is not under any obligation to sustain
such market. The Nasdag Riga Stock Exchange is substantially less liquid and more volatile than established
markets. The relatively small market capitalisation and low liquidity of the Nasdaq Riga Stock Exchange may
impair the ability of the bondholders to sell their Bonds on the open market, use them as collateral for other
obligations or engage in other transactions requiring the existence of an active market, or could increase the
volatility of the price of the Bonds. The value of the Bonds can fluctuate on the securities market due to events
and the materialisation of risks related to Citadele, but also because of events outside Citadele’s control, such
as economic, financial or political events, changes of interest rate levels or currency exchange rates, policy of
central banks, changes in the demand or supply of securities of the same type in general or of the Bonds. For
instance, if at any point a person holding a large block of Bonds decided to sell such Bonds, the demand on the
Nasdaqg Riga Stock Exchange may not be sufficient to accommodate such a sale or issue and any sale may
take longer than originally expected or a sale may take place at a lower price than expected.
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4. General Terms and Conditions of the Offer

4.1. General Description of the Programme

Citadele has established the € 30,000,000 (thirty million euro) Third Unsecured Subordinated Bonds
Programme (the “Programme”) described in this Base Prospectus under which Citadele, subject to compliance
with all relevant laws and regulations, may issue and offer publicly in Latvia, Lithuania and Estonia from time to
time in one or several series (the “Series”) non-convertible unsecured and unguaranteed subordinated bonds
denominated in EUR, having maturity of 10 years and with fixed interest rate (the “Bonds”). The maximum
aggregate nominal amount of all Bonds outstanding issued under the Programme shall not at any time exceed
€ 30,000,000.

To the extent not set forth in this Base Prospectus, the specific terms of any Bonds will be included in the
relevant final terms (the “Final Terms”) (a form of which is contained herein) therefore the prospectus relating
to Series issued under the Programme consists of this Base Prospectus and the respective Final Terms. Each
Series may comprise one or more tranches of Bonds (each a “Tranche”). The Final Terms must include a
corresponding indication, if the respective Series will consist of only one Tranche.

Citadele’s shareholders have authorised issuance, public offering and listing of the Bonds at the meeting of
shareholders of Citadele on 20 February 2020 (Meeting minutes No. 1/2020) and authorised the Citadele’s
Management Board to approve the characteristics of the Bonds, the Base Pros