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Independent auditor’s report
To the shareholders of Siauliy bankas AB

Report on the audit of the separate and consolidated financial statements
Our opinion

In our opinion, the separate and consolidated financial statements give a true and fair view of the
separate and consolidated financial position of Siauliy bankas AB (“the Bank”) and its subsidiaries
(together “the Group”) as at 31 December 2019, and of their separate and consolidated financial
performance and their separate and consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by the European Union.

Our opinion is consistent with our additional report to the Audit Committee dated 6 March 2019.
What we have audited

The Bank’s and the Group’s separate and consolidated financial statements comprise:
» the Group’s and the Bank’s statements of financial position as at 31 December 2019;

e the Group’s and the Bank’s income statements and statements of comprehensive income for the
year then ended;

» the Group’s and the Bank’s statements of changes in equity for the year then ended:;
o the Group’s and the Bank’s statements of cash flows for the year then ended: and

e the notes to the separate and consolidated financial statements, which include significant
accounting policies and other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's responsibilities for the
audit of the financial statements section of our report.

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

Independence

We are independent of the Bank and the Group in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the Law of the
Republic of Lithuania on the Audit of Financial Statements that are relevant to our audit of the
separate and consolidated financial statements in the Republic of Lithuania. We have fulfilled our
other ethical responsibilities in accordance with the IESBA Code and the Law of the Republic of
Lithuania on the Audit of Financial Statements.

To the best of our knowledge and belief, we declare that non-audit services that we have provided to
the Bank and the Group are in accordance with the applicable law and regulations in the Republic of
Lithuania and that we have not provided non-audit services that are prohibited under Article 5(1) of
Regulation (EU) No 537/2014 considering the exemptions of Regulation (EU) No 537/2014 endorsed
in the Law of the Republic of Lithuania on the Audit of Financial Statements.

The non-audit services that we have provided to the Bank and the Group, in the period from 1 January
2019 to 31 December 2019, are disclosed in the Section “the External audit” of the Consolidated
Annual Report.

PricewaterhouseCoopers UAB, J. Jasinskio g. 16B, 03163 Vilnius, Lithuania
+370 (5) 239 2300, vilnius@It.pwc.com, www.pwc. It

Company code 111473315, is a private company registered with the Legal Entities’ Register of the Republic of Lithuania.
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Our audit approach

Overview

e Overall Bank materiality is EUR 3,000 thousand
e Overall Group materiality is EUR 3,000 thousand

e We have audited the separate financial statements of the Bank

Grot
saépaur‘fg e We also conducted audit work at 2 other reporting units, all of them

are in Lithuania

¢ Our full scope audit addressed 96% of the Group’s revenues and
99% of assets

Key audit
matters

e Impairment of loans to customers

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the separate and consolidated financial statements (together “the financial
statements”). In particular, we considered where management made subjective judgements; for
example, in respect of significant accounting estimates that involved making assumptions and
considering future events that are inherently uncertain. As in all of our audits, we also addressed the
risk of management override of internal controls, including, among other matters, consideration of
whether there was evidence of bias that represented a risk of material misstatement due to fraud.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall Bank and Group materiality for the separate and consolidated financial
statements as a whole as set out in the table below. These, together with qualitative considerations,
helped us to determine the scope of our audit and the nature, timing and extent of our audit
procedures and to evaluate the effect of misstatements, if any, both individually and in aggregate on
the financial statements as a whole.

Overall Bank materiality EUR 3,000 thousand (2018: EUR 2,400 thousand)

Overall Group materiality EUR 3,000 thousand (2018: EUR 2,400 thousand)

How we determined it 5% of profit before tax

Rationale for the materiality The use of profit before tax is considered appropriate as, in
benchmark applied our view, profit is stakeholder's primary measurement

benchmark and key performance indicator for management
and Supervisory Board. We chose the threshold of 5%, which
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is within the range of acceptable quantitative materiality
thresholds for this benchmark.

We agreed with the Audit Committee that we would report to them misstatements identified during our
audit above EUR 150 thousand, as well as misstatements below that amount that, in our view,
warranted reporting for qualitative reasons.

Key audit matters

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

Key audit matter How our audit addressed the key audit matter

Impairment of loans to customers
¢

(refer to Part 1 “Credit risk” of note “Financial
risk management” on pages 34-50, note 7
“‘Impairment losses” on page 86 and note 13
“Loans to customers” on pages 92-105 for
further details)

We focused on this area because the
estimates regarding impairment allowances
are complex and require a significant degree of
judgement.

We assessed whether the Bank and the Group
has retained the same policies and procedures in
relation to the ECL of loans to customers as
applied in 2018, and assessed changes for
compliance with IFRS 9.

We assessed the design and operating
effectiveness of the controls over relevant loan
data and ECL calculations. These controls
included those over the credit file periodic review
and rating assessment, collateral value
establishing and monitoring. We also tested
controls over ECL calculation processes, ie.
whether:

For all loans expected credit loss is calculated
based on the model, which uses classification
of financial assets to 3 stages, uses collateral
values and credit ratings of credit exposures,
includes impact of macroeconomic scenarios, °
also, expert adjustments are made for unusual

or significant exposures in all stages.

stages of credit deterioration are properly
established in the system and relevant
lifetime or 12-month PDs are assigned to
stage 2 and stage 1 exposures
respectively,

lifetime and 12-month ECL is accurately
calculated based on assigned PD and
collateral values,

ECL for stage 3 assets is accurately
calculated based on collateral values.

Allowance for loan impairment as at 31

December 2019 amounted to EUR 32,065

thousand for the Bank and to EUR 38,509 ®
thousand for the Group, impairment loss on

loans to customers for the year ended 31

December 2019 amounted to EUR 4,252 "
thousand for the Bank and EUR 6,192

thousand for the Group.

Given the significance of judgements and the
high complexity related particularly to the
calculation of ECL we considered this area as
a key audit matter.

We determined that we could rely on these
controls for the purposes of our audit.

We selected a sample of loans representing
different credit ratings, stages, economic sectors
and obtained customer financial information,
collateral data and other available information to
assess:

o If appropriate credit rating is applied to a
customer;

e  Whether the estimated future cash flows
from collaterals are supportable.
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On a sample basis we tested calculation of
quarterly probability of default (PD) from loan
portfolio and reconciled selected quarterly PD
figures to working files where the PDs were
adjusted for macroeconomic scenarios, and 12
month and life-time PDs established. We tested
accuracy of data used in loss given default
calculation for consumer financing.

We also performed detailed testing over reliability
of loan portfolio data, including exposure, credit
rating and other inputs used in impairment
calculation engine as at 31 December 2019.

We made a selection of loans with manual
adjustments in provision calculation engine and
tested if changes in selected loans were justified.

We also analytically compared impairment
provisions as at 1 January 2019 and 31
December 2019 and did not identify unusual or
unexplained deviations.

How we tailored our Group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the consolidated the financial statements as a whole, taking into account the structure of
the Group, the accounting processes and controls, and the industry in which the Group operates.

The Group comprises a number of subsidiaries that operate in Lithuania (refer to note “General
information” on page 17 of the Financial Statements). A full scope audit was performed by PwC
Lithuania for the following Group entities covering substantially all of the Group's interest, fee and
commission income and about 99% of the Group’s assets:

o Siauliy bankas AB

e SBlizingas UAB

e Bonum Publicum GD UAB.

For other entities of the Group we have carried out audit work on the selected balances and
transactions, which were assessed by us as material from the Group audit perspective.
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Reporting on other information including the consolidated annual report
f g g

Management is responsible for the other information. The other information comprises the
consolidated annual report, including the corporate governance report and the social responsibility
report (but does not include the financial statements and our auditor's report thereon).

Our opinion on the financial statements does not cover the other information, including the
consolidated annual report.

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

With respect to the consolidated annual report, we considered whether the consolidated annual report
includes the disclosures required by the Law of the Republic of Lithuania on Consolidated Financial
Reporting by Groups of Undertakings, the Law of the Republic of Lithuania on Financial Reporting by
Undertakings.

Based on the work undertaken in the course of our audit, in our opinion:

¢ the information given in the consolidated annual report for the financial year for which the financial
statements are prepared, is consistent with the financial statements; and

¢ the consolidated annual report has been prepared in accordance with the Law of the Republic of
Lithuania on Consolidated Financial Reporting by Groups of Undertakings and the Law of the
Republic of Lithuania on Financial Reporting by Undertakings.

The Bank and the Group presented the social responsibility report as a part of the consolidated annual
report.

In addition, in light of the knowledge and understanding of the Bank and the Group and their
environment obtained in the course of the audit, we are required to report if we have identified material
misstatements in the consolidated annual report which we obtained prior to the date of this auditor's
report. We have nothing to report in this respect.

Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation of the financial statements that give a true and fair
view in accordance with International Financial Reporting Standards as adopted by the European
Union, and for such internal control as management determines is necessary to enable the

preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

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

Auditor’s responsibilities for the audit of the financial statements

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

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

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

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

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

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

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

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group audit.
We remain solely responsible for our audit opinion.

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

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

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse

consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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Report on other legal and regulatory requirements
Appointment

We were first appointed as auditors of the Bank and the Group in 1994. Our appointment has been
renewed by tenders and shareholders’ resolutions in the intermediate years, representing a total
period of uninterrupted engagement appointment of 26 years.

The key audit partner on the audit resulting in this independent auditor's report is Rimvydas Jogela.

On behalf of PricewaterhedseCoopers UAB

Auditor's Certificate No.000457

Vilnius, Republic of Lithuania
6 March 2020
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THE GROUP'S AND THE BANK'S INCOME STATEMENTS

Year ended
31 December 2019 31 December 2018
Notes Group Bank Group Bank
(restated)
Interest revenue calculated using the effective interest method 1 73,401 63,842 64,839 57,798
Other similar income 1 7,223 7,074 6,421 5943
Interest expense and similar charges 1 (8,212) (8,032) (8,434) (8,443)
Net interestincome 72,412 62,884 62,826 55,298
Fee and commission income 2 22,791 23,222 19,518 19,109
Fee and commission expense 2 (6,077) (5,909) (5,319) (5,196)
Net fee and commission income 16,714 17,313 14,199 13913
Net gain from trading activities 3 15,013 11,245 7,897 9,214
Net gain from changes in fair value of subordinated loan 30 - - 9,043 9,043
Net gain from derecognition of financial assets 6 2,442 1,184 582 582
Net gain from disposal of tangible assets 6 3,462 198 2,449 273
Revenue related to insurance activities 5 6,962 = 6,465 =
Other operating income 6 1,498 580 1,426 510
Salaries and related expenses (22,842) (19,607) (21,085) (17,935)
Depreciation and amortization expenses (3,595) (2,996) (1,982) (1,672)
Expenses related to insurance activities 5 (8,764) - (3,930) =
Other operating expenses 4 (15,158) (11,330) (12,146) (9,117)
Operating profit before impairment losses 68,144 59,471 65,744 60,109
Allowance for/mpa/rment./osses 7 (7.158) (5.619) (2.941) (3,129)
onloans and finance lease receivables
Allowance for impairment losses on other assets 7 (1,234) (558) (4,802) (1,556)
(Allowance) / reversal of a//owange for /mpa/rment /os.sgs ?n 716 B 1.996 B (1.996)
investments in subsidiaries
Share of the profit or loss of /nvegtments in gubSIdar/es 16 B 4713 ) 3327
accounted for using the equity method
Profit before income tax 59,752 60,003 58,001 56,755
Income tax expense 8 (8,230) (6,900) (5,363) (4,744)
Net profit for the year 51,522 53,103 52,638 52,011
Net profit attributable to:
Owners of the Bank 51,522 53,103 52,638 52,011
Non-controlling interest - - - -
Basic earnings per share (in EUR per share) attributable to owners of the 9 0.09 B 0.10
Bank
Diluted earnings per share (in EUR per share) attributable to owners of 9 009 B 010
the Bank
Chief Executive Officer _ Vytautas Sinius
. q] ';étf'f . .
Chiefaccountant 2 / Vita Urboniene
6 March 2020 ¢

The accounting policies and notes on pages 17 to 130 constitute an integral part of these financial statements.
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Year ended
31 December 2019 31 December 2018
Notes Group Bank Group Bank
(restated)
Net profit for the year 51,522 53,103 52,638 52,011
Other comprehensive income (loss):
Items that may be subsequently reclassified to profit or loss:
Financial assets valuation gains (losses) taken to other comprehensive
income 15 766 766 (486) (486)
Financial assets valuation result transferred to profit or loss 15 (166) (166) (74) (74)
Deferred income tax on gain (loss) from revaluation of financial assets 8,15 (130) (130) 84 84
Items that may not be subsequently reclassified to profit or loss:
Fair value changes of financial liabilities at fair value through profit or loss
attributable to changes in their credit risk 24,30 13 = 352 352
Other comprehensive income (loss), net of deferred tax 483 470 (124) (124)
Total comprehensive income for the year 52,005 53,573 52,514 51,887
Total comprehensive income attributable to:
Owners of the Bank 52,005 53,573 52,514 51,887
Non-controlling interest - - - -
52,005 53,573 52,514 51,887

Wrmd’

Chief Executive Officer _ Vytautas Sinius
70

Chief accountant ﬁé/&} Vita Urboniené

6 March 2020 ¢

The accounting policies and notes on pages 17 to 130 constitute anintegral part of these financial statements.
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THE GROUP'S AND THE BANK'S STATEMENTS OF FINANCIAL POSITION

31 December 2019 31 December2018 1 January 2018
Notes Group Bank Group Bank Bank
ASSETS (restated) (restated)
Cash and cash equivalents 10 184,917 181,582 89,304 87,732 126,569
Securities in the trading book 12 40,427 15,354 60,182 27,896 18,284
Due from other banks 11 280 280 2,090 2,090 2,218
Derivative financial instruments 12 986 986 1,197 1,197 747
Loans to customers 13 1,514,578 1,510,052 1,262,167 1,264,741 1,099,062
Finance lease receivables 14 157,597 157,540 124,088 123,969 89,389
Investment securities at fair value 15 14,059 9,491 21,107 16,507 11,536
Investment securities at amortized cost 15 545,849 535,479 638,655 638,655 575,977
Investments in subsidiaries and associates 16 = 31,491 = 29,450 32,735
Intangible assets 17 4,288 2,921 3,359 1,975 1,684
Property, plant and equipment 18 12,216 11,170 8,630 8,018 10,068
Investment property 26 7,570 367 9,760 2,277 3,771
Current income tax prepayment 44 o 1,477 1,435 o
Deferredincome tax asset 8 1,419 831 1,251 573 1,345
Inventories 19 8,780 = 16,312 = =
Other financial assets 19 7,875 7,229 13,213 12,708 9,328
Other non-financial assets 19 7,301 5,045 8,937 7,306 5963
Total assets 2,508,186 2,469,818 2,261,729 2,226,529 1,988,676

LIABILITIES
Due to other banks and financial institutions 20 74,395 76,674 69,152 71,320 57,884
Derivative financial instruments 12 945 945 1,048 1,048 1,894
Due to customers 21 2,033,649 2,036,674 1,845,788 1,846,790 1,648,817
Specialand lending funds 22 7,060 7,060 3,192 3,192 13,336
Debt securities in issue 23 20,044 20,044 20,003 20,003 20,003
Subordinated loan 30 - - - - 34,203
Current income tax liabilities 1,579 1,472 233 = 3,440
Deferred income tax liabilities 8 917 - 598 - -
Liabilities related to insurance activities 24 33,497 = 27,967 = =
Other financial liabilities 25 18,128 13,817 13,501 9,366 7,945
Other non-financial liabilities 25 7,168 1,781 5,509 914 485
Total liabilities 2,197,382 2,158,467 1,986,991 1,952,633 1,788,007

EQUITY
Share capital 27 174,211 174,211 174,211 174,211 131,366
Share premium 27 3,428 3,428 3,428 3,428 -
Reserve capital 27 756 756 756 756 756
Statutory reserve 27 14,468 14,246 10,369 10,195 7,071
Financial instruments revaluation reserve (9) (22) (492) (492) (368)
Reserve for acquisition of own shares 27 10,000 10,000 - - -
Other equity 27 1,536 1,345 = = =
Retained earnings 106,414 107,387 86,466 85,798 61,844
Non-controlling interest = = = = =
Total equity 310,804 311,351 274,738 273,896 200,669
Total liabilities and equity 2,508,186 2,469,818 2,261,729 2,226,529 1,988,676

Chief Executive Officer Vytautas Sinius

y '. 24
Chief accountant ﬁ'é/&j Vita Urboniené
(

6 March 2020

The accounting policies and notes on pages 17 to 130 constitute an integral part of these financial statements.
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THE GROUP'S STATEMENT OF CHANGES IN EQUITY
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Atributable to the owners of the Bank
1 January 2018 131,366 = 756 (368) 7,177 = = 61,953 200,884 - 200,884
Transfer to statutory reserve = = = = 3,192 = = (3,192) = = =
Reversal of deferred income
tax previously recognized - - - - - - - (1,127) (1,127) - (1,127)
directly in equity
Conversionofsubordinated | o5 45575 3428 - - - - - 4732 24732 - 24732
loan to share capital
Payment of dividends | 29 - - - - - - - (2,265) (2,265) - (2,265)
Increase in share capital
through bonus issue of shares 27 20279 A8273)
Total comprehensive income: - - - (124) - - - 52,638 52,514 - 52,514
Net profit = = = = = = = 52,638 52,638 = 52,638
Other comprehensive ) B B (124) ) ) ) ) (124) ) (124)
ncome
31 December2018 174,211 3,428 756 (492) 10,369 86,466 274,738 - 274,738
Impact of change in accgur?t/ng B B B B B B B (54) (54) B (54)
principles
1 January 2019 174,211 3,428 756 (492) 10,369 = = 86.412 274,684 - 274,684
Transfer to statutory reserve = = = = 4,099 = = (4,099) = = =
Transfertoreservefor |, - - - - - 10000 - (10,000) - - -
acquisition of own shares
Recognition of other equity | 27 = = = = = - 1536 = 1,536 = 1,536
Payment of dividends | 29 - - - - - - - (17.421) (17,421) - (17.421)
Total comprehensive income: = = = 483 = = = 51,522 52,005 = 52,005
Net profit - - - - - - - 51,522 51,522 - 51,522
Other comprehensive ) ) ) 483 } } } ) 483 ) 483
ncome
31 December 2019 174,211 3,428 756 (9) 14,468 10,000 1,536 106,414 310,804 - 310,804

The accounting policies and notes on pages 17 to 130 constitute an integral part of these financial statements.
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THE BANK'S STATEMENT OF CHANGES IN EQUITY

S ®
S =2 G
= <4 9 < © >
% § 5 5 é - % § % s S
3 3s &8 g 8539 58 2 TS < S 3
= » 3 B x TS0 H o €] 3 Q x 3 =
1 January 2018 131,366 - 756 (368) 7,071 - - 56,004 194,829
Impact of change in accc')un.tmg B B B B B B 5 840 5840
principles
1 January 2018 (restated) 131,366 - 756 (368) 7,071 - - 61,844 200,669
Transfer to statutory reserve - - - - 3,124 - - (3,124) -
. Reversal of‘deferfed income th B B B B B B B (1.127) (1.127)
previously recognized directly in equity
Conversion ofsubord/natedloan.to 16.572 3428 B B B B B 4732 24732
share capital
Payment of dividends | 29 = = = = = = = (2,265) (2,265)
Increase in share capital 'through bonus 57 26273 B B B B B B (26.273) B
issue of shares
Total comprehensive income: = = = (124) = = = 52,011 51,887
Net profit - - - - - - - 52,011 52,011
Other comprehensive income = = = (124) = = = = (124)
31 December 2018 (restated) 174,211 3,428 756 (492) 10,195 - - 85,798 273,896
Impact of change in accgu@tmg B B B B B B B (42) (42)
principles
1 January 2019 174,211 3,428 756 (492) 10,195 - - 85,756 273,854
Transfer to statutory reserve - - - - 4,051 - - (4,051) -
Transfer to reserve for acquisition of ) B B ) B 10,000 B (10.000) )
own shares
Recognition of other equity - - - - - - 1,345 - 1,345
Payment of dividends | 29 = = = = = = - (17,421) (17,421)
Total comprehensive income: - - - 470 - - - 53,103 53,573
Net profit = = = = = = = 53,103 53,103
Other comprehensive income - - - 470 - - - - 470
31 December 2019 174,211 3,428 756 (22) 14,246 10,000 1,345 107,387 311,351

The accounting policies and notes on pages 17 to 130 constitute an integral part of these financial statements.
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THE GROUP'S AND THE BANK'S STATEMENTS OF CASH FLOWS

Year ended

31 December 2019 31 December 2018

Notes Group Bank Group Bank
Operating activities

Interest received on loans and advances 65,043 55,527 54,403 46,976

Interest received on finance leases 6,907 6,871 5,599 5,507

Interest received on debt securities in the trading book 1,035 960 1,247 894

Interest paid (7,233) (7,053) (8,053) (8,062)

Fees and commissions received 22,701 23,131 19,532 19,127

Fees and commissions paid (6,032) (5,864) (5,282) (5,159)

Net cash inflows from trade in securities in the trading book 37,464 28,890 (11,909) (11,253)

Net inflows from foreign exchange operations 8,005 7,940 5,637 5,468

Net inflows from derecognition of financial assets 2,442 1,184 582 582

Net inflows from disposal of tangible assets 5236 420 8,373 273

Cash inflows related to other activities of Group companies 8,460 580 7,891 510

Cash outflows related to other activities of Group companies (8,764) - (3,976) -

Recoveries on loans previously written off 2,183 422 1,582 662

Salaries and related payments to and on behalf of employees (23,662) (20,427) (20,422) (17,272)

Payments related to operating and other expenses (12,013) (10,073) (12,100) (9,145)

Income tax paid 8 (4,808) (3,759) (10,704) (9.893)

Net cash flow from operating activities before change in operat:ng as's'e.ts 96,964 78,749 32.400 19.215
and liabilities
Change in operating assets and liabilities:

Decrease in due from other banks 1,810 1,810 128 128

Increase in loans to customers (260,253) (250,196) (176.866) (168,063)

Increase in financel lease receivable (34,824) (34,938) (32,632) (32,766)

Decrease (increase) in other financial assets 5,338 5,479 (2,728) (3,092)

Decrease (increase) in other non-financial assets 6,178 1,235 (8,873) (2,998)

Increase in due to banks and financial institutions 5275 5,386 13,215 13,216

Increase in due to customers 186,968 188,991 197,499 197,737

Increase (decrease) in special and lending funds 3,868 3,868 (10,144) (10,144)

Increase (decrease) in other financial liabilities 6,058 5,665 1,625 1,421

Increase (decrease) in other non-financial liabilities 1,439 (5,141) 1,339 (242)

Change (78,143) (77.841) (17.437) (4,803)

Net cash flow from operating activities 18,821 908 14,963 14,412
Investing activities

Acquisition of property, plant and equipment, /nvestmgntprgpertyand (5.527) (4.245) (2.328) (2.053)
intangible assets

Disposal of property, plant and equipment, /nvestmgntprqperty and 5.109 4778 3555 1126
intangible assets

Acquisition of debt securities at amortized cost 15 (48,246) (37,876) (133,985) (133,985)

Proceeds from redemption or sale of debt securities at amortized cost 15 122,242 122,242 70,184 70,184

Interest received on debt securities at amortized cost 15 14,864 14,740 13,900 13,900

Dividends received 29 42 4,842 37 4,647

Acaquisition of investment secuirities at fair value (7,469) (7,204) (7,078) (7,408)

Sale or redemption of investment securities at fair value 14,328 14,031 2,459 2,459

Interest received on investment securities at fair value 382 350 251 251

Net cash flow from (used in) investing activities 95,725 111,658 (53,005) (50,879)
Financing activities

Payment of dividends 29 (17,382) (17,382) (2,272) (2,272)

Interest on debt securities in issue 23 (120) (120) (120) (120)

Issue of debt securities | 23 20,000 20,000 = =

Redemption of debt securities issued 23 (20,000) (20,000) - -

Principal elements of lease payments 10 (1,431) (1,214) = =

Net cash flow (used in) from financing activities 10 (18,933) (18,716) (2,392) (2,392)

Net increase (decrease) in cash and cash equivalents 95,613 93,850 (40,434) (38,859)

Cash and cash equivalents at 1 January 89,304 87,732 129,738 126,591

Cash and cash equivalents at 31 December 10 184,917 181,582 89,304 87,732

The accounting policies and notes on pages 17 to 130 constitute an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

GENERAL INFORMATION

Siauliy Bankas AB was registered as a public company in the Enterprise Register of the Republic of Lithuania on 4 February 1992. The Bank is
licensed by the Bank of Lithuania to perform all banking operations provided for in the Law on Banks of the Republic of Lithuania and the Charter
of the Bank. In this document Siauliy Bankas AB is referred to as the Bank, Siauliy Bankas AB and its subsidiaries - the Group.

The Head Office of the Bank is located in Siauliai, Tilzés str. 149, LT-76348. At the end of the reporting period the Bank had 60 customer service
outlets (2018: 62 outlets). As at 31 December 2018 the Bank had 737 employees (31 December 2018: 714). As at 31 December 2018 the Group
had 831 employees (31 December 2018: 815 employees).

The Bank accepts deposits, issues loans, makes money transfers and documentary settlements, exchanges currencies for its clients, issues and
processes debit and credit cards, is engaged in trade finance and is investing and trading in securities, as well as performs other activities set forth
in the Law on Banks of the Republic of Lithuania and the Charter of the Bank.

The Bank's shares are listed on the Baltic Main List of the NASDAQ Stock Exchange.

As of 31 December 2019 and 31 December 2018 the Bank owned the following
directly controlled subsidiaries:

1.
2.
3.

4.
5.
6.

7.
8.

Bonum Publicum GD UAB (life insurance activities),

Minera UAB (real estate management activities),

Pavasaris UAB (development of the area of multi-apartment residential
houses),

SB Lizingas UAB (consumer financing activities),

SBTF UAB (real estate management activities),

Siauliy Banko Investicijy Valdymas UAB (investment management
activities),

Siauliy Banko Lizingas UAB (lease activities),

Siauliy Banko Turto Fondas UAB (real estate management activities).

As of 31 December 2019 the Bank owned the following indirectly controlled
subsidiaries:

9. Apzeldinimas UAB (real estate management activities),

10.  Sandworks UAB (real estate management activities).

As of 31 December 2018 the Bank owned the following indirectly controlled
subsidiaries:

9. Apzeldinimas UAB (real estate management activities),

10.  Sandworks UAB (real estate management activities),

11.  ZSA5UAB (activities of head offices).

Investments in subsidiaries are described in more detail in Note 16 Investments in subsidiaries.

17 /191



NOTES TO THE FINANCIAL STATEMENTS
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(Allamounts are in EUR thousand, unless otherwise stated)

ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out below.
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Basis of preparation

The financial statements of the Group and the Bank have been prepared in accordance with International Financial Reporting Standards as
adopted by the EU. The financial statements have been prepared under the historical cost convention as modified for the fair value of financial
assets and liabilities at fair value through profit or loss and investment securities at fair value through other comprehensive income.

The preparation of financial statements in conformity with International Financial Reporting Standards require the use of estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Although these estimates are based on
management's best knowledge of current event and actions, actual results ultimately may differ from those estimates.

These financial statements combine the consolidated financial statements for the Group and separate financial statements of the Bank. Such
format of reporting was adopted to ensure consistency of presentation with the format prescribed by the Bank of Lithuania and applied for
statutory reporting.

Neither the Bank's shareholders, nor any other party have power to amend the financial statements afterissue. According to local legislation, the
financial statements are subject to approval in the general meeting of shareholders, but the approval/disapproval cannot result in amendment of
the financial statements.

Amounts shown in these financial statements are presented in the national currency the euro (EUR), which is the Bank's and Group's functional
and presentation currency.

Changes in accounting policies

Investments in subsidiaries: accounting principles for investments in subsidiaries were changed from 1 January 2019. Investments in subsidiaries
are accounted for using equity method —i.e. investment is initially recognized at cost, and adjusted thereafter for the post-acquisition change in
the Bank's share of net assets of the subsidiary. In previous financial statements investments in subsidiaries were accounted for at cost. The
reason for changing the accounting principles was the intention to make the Bank's unconsolidated financial statements more transparent by
eliminating the fluctuations in the interim financial results of the Bank and difference in the results of the Group and the Bank. Typically, dividends
by subsidiaries for the whole previous year were paid in the first quarter of the year and recognized in the Bank's income statement, making the
Bank's result for that quarter significantly better than the Group's, while the next quarters were opposite as positive results earned by subsidiaries
were not reflected in Bank's income statement. The change in accounting method did not have any impact on Group's financial statements, but
caused changes in Bank's separate financial statements. Bank's comparative financial information was restated to reflect the change in
accounting method.

Under the equity method, the share of the profit or loss is included in the value of investments in subsidiaries and Bank's income statement,
dividends paid by the subsidiary to the Bank are subtracted from the value of investment in subsidiary and not included in Bank's income
statement, also the base for impairment calculation differs resulting in different impairment amounts. If the value of the subsidiary under the
equity method results in negative number, a constructive liability to cover the losses of the subsidiary is recognized in other liabilities of the Bank.
The changes are summarized in tables below.

Impact of change in accounting method on Bank's Statement of Financial Position:

31 December 2018 1 January 2018
Previously Previously
reported Restatement Restated reported Restatement Restated
amount adjustment amount amount adjustment amount
ASSETS
Investments in subsidiaries 24,659 4,791 29,450 26,895 5,840 32,735
LIABILITIES
Other non-financial liabilities 909 5 914 485 = 485
EQUITY
Retained earnings 81,012 4,786 85,798 56,004 5840 61,844
Impact of change in accounting method on Bank's Income Statement:
2018
Restatement
Previously reported amount adjustment Restated amount
Allowance for impairment losses on investments in subsidiaries (2,234) 238 (1,996)
Dividends from investments in subsidiaries 4,619 (4,619) N/A
Share of the profit or loss of investments in subsidaries accounted for
using the equity method = 3,327 3,327
Profit before income tax 57,809 (1,054) 56,755
Net profit 53,065 (1,054) 52,011
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ACCOUNTING POLICIES (continued)

Amendments to existing standards and interpretations effective in 2019
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IFRS 16, Leases: The new standard sets out the principles for the recognition, measurement, presentation and disclosure of leases. All leases
resultin the lessee obtaining the right to use an asset at the start of the lease and, if lease payments are made over time, also obtaining financing.
Accordingly, IFRS 16 eliminates the classification of leases as either operating leases or finance leases as is required by IAS 17 and, instead,
introduces a single lessee accounting model. Lessees will be required to recognise: (a) assets and liabilities for all leases with a term of more than
12 months, unless the underlying asset is of low value; and (b) depreciation of lease assets separately frominterest on lease liabilities in the income
statement. IFRS 16 substantially carries forward the lessor accounting requirementsinlAS 17. Accordingly, alessor continues to classifyits leases
as operating leases or finance leases, and to account for those two types of leases differently.

The adoption of the standard primarily affected the accounting for the Bank's and Group's operating leases. The Bank and the Group applied the
standard to contracts that were previously identified as leases. The Group chose the option to apply the simplified transition approach and did
not restate comparative amounts for the year prior to first adoption. Differences in the carrying amounts of assets and liabilities resulting from
adoption of IFRS 16 were recognised in retained earnings as at 1 January 2019 (see statement of changes in equity).

As at 31 December 2018, the Group recognized non-cancellable operating lease commitments of EUR 3,055 thousand (the Bank:
EUR 2,639 thousand). Short-term or low value leases are recognized on a straight-line basis as expense inincome statement. For the remaining
lease commitments the Group recognized right-of-use assets of EUR 3,564 thousand and lease liabilities (after adjustments for prepayments)
of EUR 3,625 thousand (the Bank: right-of-use assets EUR 3,082 thousand, lease liabilities 3,131 thousand).

1 January 2019
Group Bank
Non-cancellable operating lease commitments at 31 December 2018 3,055 2,639
Reassessment of agreement terms by management presumptions on entity's intentions 1,264 1,085
Discounting effect (224) (190)
Value added tax effect (468) (401)
Commitments discounted using the lessee's incremental borrowing rate at the date of initial application 3,627 3,133
Less: low-value leases not recognised as a liability (2) (2)
Lease liabilities recognised as at 1 January 2019 3,625 3,131
The IFRS 16 adoptionimpact as at 1 January 2019 is summarized in the following tables:

Group Bank
Adjusted Adjusted
Adjustments opening Adjustments opening
As reported at dueto balanceat  Asreportedat dueto balance at
31 December adoption of 1 January 31 December adoption of 1 January
2018 IFRS 16 2019 2018 IFRS 16 2019

Assets:

Right-of-use assets (included in Property, plant
and equipment) 5 3,564 3,564 s 3,082 3,082

Prepayments for lease agreements (included in
other assets) 133 - 133 97 - 97

Deferred tax assets arising from right-of-use
assets = 7 7 = 7 7
Other asset items 2,261,596 - 2,261,596 2,226,432 - 2,226,432
Total assets 2,261,729 3,571 2,265,300 2,226,529 3,089 2.229.618

Liabilities:
Lease liabilities - 3,625 3,625 - 3,131 3,131

Accrued lease expenses (included in other
liabilities) 17 = 17 16 = 16
Other liability items 1,986,974 - 1,986,974 1,952,617 - 1,952,617
Total liabilities 1,986,991 3,625 1,990,616 1,952,633 3,131 1,955,764

Equity:
Retained earnings 86,466 (54) 86,412 85,798 (42) 85,756

Effect on retained earnings, before taxes (61) (49)
Deferred tax impact on retained earnings 7/ /

Other equity items 188,272 = 188,272 188,098 = 188,098
Total equity 274,738 (54) 274,684 273,896 (42) 273,854
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ACCOUNTING POLICIES (continued)

IFRIC 23, Uncertainty over Income Tax Treatments: IAS 12 specifies how to account for current and deferred tax, but not how to reflect the
effects of uncertainty. The interpretation clarifies how to apply the recognition and measurement requirements in IAS 12 when there is
uncertainty over income tax treatments. An entity should determine whether to consider each uncertain tax treatment separately or together
with one or more other uncertain tax treatments based on which approach better predicts the resolution of the uncertainty. An entity should
assume that a taxation authority will examine amounts it has a right to examine and have full knowledge of all related information when making
those examinations. If an entity concludes it is not probable that the taxation authority will accept an uncertain tax treatment, the effect of
uncertainty will be reflected in determining the related taxable profit or loss, tax bases, unused tax losses, unused tax credits or tax rates, by using
either the most likely amount or the expected value, depending on which method the entity expects to better predict the resolution of the
uncertainty. An entity will reflect the effect of a change in facts and circumstances or of new information that affects the judgments or estimates
required by the interpretation as a change in accounting estimate. Examples of changes in facts and circumstances or new information that can
result in the reassessment of a judgment or estimate include, but are not limited to, examinations or actions by a taxation authority, changes in
rules established by a taxation authority or the expiry of a taxation authority's right to examine or re-examine a tax treatment. The absence of
agreement or disagreement by a taxation authority with a tax treatment, in isolation, is unlikely to constitute a change in facts and circumstances
or new information that affects the judgments and estimates required by the Interpretation. The interpretation did not have a material impact on
Bank's and Group's financial statements.
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Prepayment Features with Negative Compensation - Amendments to IFRS 9: the amendments enable measurement at amortised cost of
certain loans and debt securities that can be prepaid at an amount below amortised cost, for example at fair value or at an amount that includes a
reasonable compensation payable to the borrower equal to present value of an effect of increase in market interest rate over the remaining life
of the instrument. In addition, the text added to the standard's basis for conclusion reconfirms existing guidance in IFRS 9 that modifications or
exchanges of certain financial liabilities measured at amortised cost that do not result in the derecognition will result in a gain or loss in profit or
loss. Reporting entities will thus in most cases not be able to revise effective interest rate for the remaining life of the loan in order to avoid an
impact on profit or loss upon a loan modification. The amendments did not have a material impact on Bank's and Group's financial statements.

Long-term Interests in Associates and Joint Ventures - Amendments to IAS 28: the amendments clarify that reporting entities should apply IFRS
9 tolong-termloans, preference shares and similar instruments that form part of a net investment in an equity method investee before they can
reduce such carrying value by a share of loss of the investee that exceeds the amount of investor's interest in the investee. The amendments did
not have a material impact on Bank's and Group's financial statements.

Annual Improvements to IFRSs 2015-2017 cycle: the narrow scope amendments impact four standards. IFRS 3 was clarified that an acquirer
should remeasureits previously held interestin ajoint operation when it obtains control of the business. Conversely, IFRS 11 now explicitly explains
that the investor should not remeasure its previously held interest when it obtains joint control of a joint operation, similarly to the existing
requirements when an associate becomes a joint venture and vice versa. The amended IAS 12 explains that an entity recognises all income tax
conseqguences of dividends where it has recognised the transactions or events that generated the related distributable profits, egin profit or loss
or in other comprehensive income. Itis now clear that this requirement applies in all circumstances as long as payments on financial instruments
classified as equity are distributions of profits, and not only in cases when the tax consequences are a result of different tax rates for distributed
and undistributed profits. The revised IAS 23 now includes explicit guidance that the borrowings obtained specifically for funding a specified asset
are excluded from the pool of general borrowings costs eligible for capitalisation only until the specific asset is substantially complete. The
amendments did not have a material impact on Bank's and Group's financial statements.

Plan Amendment, Curtailment or Settlement — Amendments to IAS 19: the amendments specify how to determine pension expenses when
changes to a defined benefit pension plan occur. When a change to a plan—an amendment, curtailment or settlement—takes place, IAS 19
requires to remeasure net defined benefit liability or asset. The amendments require to use the updated assumptions from this remeasurement
todetermine current service cost and netinterest for the remainder of the reporting period after the change to the plan. Before the amendments,
IAS 19 did not specify how to determine these expenses for the period after the change to the plan. By requiring the use of updated assumptions,
the amendments are expected to provide useful information to users of financial statements. The amendments did not have a material impact
on Bank's and Group's financial statements.

Standards and amendments to existing standards that are not yet effective and have not been early adopted by the Group

Definition of materiality — Amendments to IAS 1 and IAS 8 (effective for annual periods beginning on or after 1 January 2020): the amendments
clarify the definition of material and how it should be applied by including in the definition guidance that until now has featured elsewhere in IFRS.
In addition, the explanations accompanying the definition have been improved. Finally, the amendments ensure that the definition of material is
consistent across all IFRS Standards. Information is material if omitting, misstating or obscuring it could reasonably be expected to influence the
decisions that the primary users of general purpose financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity. The Bank and the Group is currently assessing the impact of the amendments on its financial
statements.
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ACCOUNTING POLICIES (continued)

Interest rate benchmark reform — Amendments to IFRS 9, IAS 39 and IFRS 7 (effective for annual periods beginning on or after 1 January 2020):
the amendments were triggered by replacement of benchmark interest rates such as LIBOR and other inter-bank offered rates (IBORs’). The
amendments provide temporary relief from applying specific hedge accounting requirements to hedging relationships directly affected by the
IBOR reform. Cash flow hedge accounting under both IFRS 9 and IAS 39 requires the future hedged cash flows to be "highly probable’. Where
these cash flows depend on an IBOR, the relief provided by the amendments requires an entity to assume that the interest rate on which the
hedged cash flows are based does not change as aresult of the reform. Both IAS 39 and IFRS 9 require a forward-looking prospective assessment
in order to apply hedge accounting. While cash flows Under IBOR and IBOR replacement rates are currently expected to be broadly equivalent,
which minimises any ineffectiveness, this might no longer be the case as the date of the reform gets closer. Under the amendments, an entity
may assume that the interest rate benchmark on which the cash flows of the hedged item, hedging instrument or hedged risk are based, is not
altered by IBOR reform. IBOR reform might also cause a hedge to fall outside the 80-125% range required by retrospective test Under IAS 39. IAS
39 has therefore been amended to provide an exception to the retrospective effectiveness test such that ahedge is not discontinues during the
period of IBOR related uncertainty solely because the retrospective effectiveness falls outside this range. However, the other requirements for
hedge accounting, including the prospective assessment, would still need to be met. In some hedges, the hedged item or hedged risk is a non-
contractually specified IBOR risk component. In order for hedge accounting to be applied, both IFRS 9 and IAS 39 require the designated risk
component to be separately identifiable and reliably measurable. Under the amendments, the risk component only needs to be separately
identifiable at initial hedge designation and not on an ongoing basis. In the context of a macro hedge, where an entity frequently resets a hedging
relationship, the relief applies from when a hedged item was initially designated within that hedging relationship. Any hedge ineffectiveness will
continue to be recorded in profit orloss Under both IAS 39 and IFRS 9. The amendments set out triggers for when the reliefs willend, whichinclude
the uncertainty arising from interest rate benchmark reform no longer being present. The amendments require entities to provide additional
information to investors about their hedging relationships that are directly affected by these uncertainties, including the nominal amount of
hedging instruments to which the reliefs are applied, any significant assumptions or judgements made in applying the reliefs, and qualitative
disclosures about how the entity is impacted by IBOR reform and is managing the transition process. The Bank and the Group do not apply hedge
accounting, therefore the ammendment is not relevant for the Bank and the Group.
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Definition of a business — Amendments to IFRS 3 (effective for annual periods beginning on or after 1 January 2020): the amendments revise the
definition of a business. A business must have inputs and a substantive process that together significantly contribute to the ability to create
outputs. The new guidance provides a framework to evaluate when an input and a substantive process are present, including for early stage
companies that have not generated outputs. An organised workforce should be present as a condition for classification as a business if there are
no outputs. The definition of the term 'outputs’ is narrowed to focus on goods and services provided to customers, generating investment
income and other income, and it excludes returns in the form of lower costs and other economic benefits. It is also no longer necessary to assess
whether market participants are capable of replacing missing elements or integrating the acquired activities and assets. An entity can apply a
‘concentration test'. The assets acquired would not represent a business if substantially all of the fair value of gross assets acquired is
concentrated in a single asset (or a group of similar assets). The Bank and the Group is currently assessing the impact of the amendments on its
financial statements.

Amendments to the Conceptual Framework for Financial Reporting (effective for annual periods beginning on or after 1 January 2020; not yet
adopted by the EU): the revised Conceptual Framework includes a new chapter on measurement; guidance on reporting financial performance;
improved definitions and guidance - in particular the definition of a liability; and clarifications in important areas, such as the roles of stewardship,
prudence and measurement uncertainty in financial reporting. The Bank and the Group is currently assessing the impact of the amendments on
its financial statements.

IFRS 17, Insurance Contracts (effective for annual periods beginning on or after 1 January 2021; not yet adopted by the EU): IFRS 17 replaces
IFRS 4, which has given companies dispensation to carry on accounting forinsurance contracts using existing practices. As a consequence, it was
difficult forinvestors to compare the financial performance of similarinsurance companies. IFRS 17 is a single principle-based standard to account
for all types of insurance contracts, including reinsurance contracts that an insurer holds. The standard requires recognition and measurement
of groups of insurance contracts at: (i) a risk-adjusted present value of the future cash flows (the fulfilment cash flows) that incorporates all of the
available information about the fulfiment cash flows in a way that is consistent with observable market information; plus (if this value is a liability)
or minus (if this value is an asset) (i) an amount representing the unearned profit in the group of contracts (the contractual service margin).
Insurers will be recognising the profit from a group of insurance contracts over the period they provide insurance coverage, and as they are
released from risk. If a group of contracts is or becomes loss-making, an entity will be recognising the loss immediately. The Group is currently
assessing the impact of the amendments on its financial statements.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture - Amendments to IFRS 10 and IAS 28 (effective date to be
determined by the IASB; not yet adopted by the EU): these amendments address an inconsistency between the requirements in IFRS 10 and
those inIAS 28 in dealing with the sale or contribution of assets between an investor and its associate or joint venture. The main consequence of
the amendments is that a full gain or loss is recognised when a transaction involves a business. A partial gain or loss is recognised when a
transaction involves assets that do not constitute a business, even if these assets are held by a subsidiary and the shares of the subsidiary are
transferred during the transaction. The Bank and the Group is currently assessing the impact of the amendments on its financial statements.
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ACCOUNTING POLICIES (continued)

Classification of liabilities as current or non-current —Amendments to IAS 1 (issued on 23 January 2020 and effective for annual periods beginning
on or after 1 January 2022; not yet adopted by the EU): these narrow scope amendments clarify that liabilities are classified as either current or
non-current, depending on the rights that exist at the end of the reporting period. Liabilities are non-current if the entity has a substantive right,
atthe end of the reporting period, to defer settlement for at least twelve months. The guidance no longer requires such a right to be unconditional.
Management's expectations whether they will subsequently exercise the right to defer settlement do not affect classification of liabilities. The
right to defer only exists if the entity complies with any relevant conditions as of the end of the reporting period. A liability is classified as current if
a condition is breached at or before the reporting date even if a waiver of that condition is obtained from the lender after the end of the reporting
period. Conversely, a loan is classified as non-current if a loan covenant is breached only after the reporting date. In addition, the amendments
include clarifying the classification requirements for debt a company might settle by converting it into equity. 'Settlement' is defined as the
extinguishment of a liability with cash, other resources embodying economic benefits or an entity's own equity instruments. Thereis an exception
for convertible instruments that might be converted into equity, but only for those instruments where the conversion option is classified as an
equity instrument as a separate component of a compound financial instrument. The Bank and the Group is currently assessing the impact of the
amendments on its financial statements.
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Consolidation of subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group controls an entity when the group is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its power over
the entity. Subsidiaries are fully consolidated from the date on which controlis transferred to the Group. They are deconsolidated from the date
that control ceases.

Transactions with non-controlling interests that do not result inloss of control are accounted for as equity transactions —that is, as transactions
with the owners in their capacity as owners. The difference between fair value of any consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded in
equity.

The Group applies the acquisition method to account for business combinations. The consideration transferred for the acquisition of a subsidiary
is the fair values of the assets transferred, the liabilities incurred to the former owners of the acquiree and the equity interestsissued by the Group.
The consideration transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition basis, either at fair value or
at the non-controlling interest's proportionate share of the recognised amounts of acquiree's identifiable net assets.

Acquisition-related costs are expensed as incurred.

If the business combinationis achievedin stages, the acquisition date carrying value of the acquirer's previously held equity interestin the acquiree
is re-measured to fair value at the acquisition date; any gains or losses arising from such re-measurement are recognised in profit or loss.

The excess of the consideration transferred the amount of any non-controlling interest in the acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the fair value of the identifiable net assets acquired is recorded as goodwill.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of the operation when determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative values of the operation disposed of and the portion of the cash-generating
unit retained.

If the total of consideration transferred, non-controlling interest recognised and previously held interest measured is less than the fair value of
the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is recognised directly in the income statement.

Inter-company transactions, balances and unrealised gains on transactions between the Group companies (including subsidiaries classified as
held for sale) are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of impairment of the asset
transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Bank.

Subsidiaries in the stand-alone financial statements are accounted for using equity method. Investment is initially recognized at cost, and
adjusted thereafter for the post-acquisition change in the Bank's share of net assets of the subsidiary. the share of the profit or loss is included in
the value of investments in subsidiaries and Bank's income statement, dividends paid by the subsidiary to the Bank are subtracted from the value
of investment in subsidiary and not included in Bank's income statement.

The Group's share of post-acquisition profit or loss is recognised in the statement of comprehensive income, and its share of post acquisition
movements in other comprehensive income is recognised in other comprehensive income with a corresponding adjustment to the carrying
amount of the investment. When the Group's share of losses in an associate equals or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise further losses, unless it has incurred legal or constructive obligations or made payments
on behalf of the associate.
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Foreign currency translation

(a) Functional and presentation currency

[tems included in the financial statements of each of the Group's entities are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). The consolidated financial statements are presented in the euro, which
is the Bank's functional and presentation currency. Euro also is functional and presentation currency of all the subsidiaries of the Bank
included in the consolidated financial statements.

(b) Transactions and balances

All monetary assets and liabilities denominated in foreign currencies are translated into the euro (EUR) at the official daily euro foreign
exchange reference rates (published by the European Central Bank) prevailing at the end of the reporting period. Gains and losses arising
from this translation are included in the statement of comprehensive income for the reporting period. All non-monetary liabilities and assets
are translated using the exchange rate prevailing on the date of acquisition.

Foreign currency transactions are recordedin the euro using the exchange rate ruling on the date of the transaction. Exchange differences arising
from the settlement of transactions denominated in foreign currency are charged to the statement of comprehensive income at the time of
transaction using the exchange rate ruling at that date.

Off-setting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

Recognition of income and expenses

Interest income and expense are recognised in the statement of comprehensive income on debt instruments at amortized cost or at fair value
through other comprehensive income on an accrual basis using the effective interest method based on the actual purchase price. The effective
interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the interest income or
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial
asset or financial liability. When calculating the effective interest rate, the Group estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options). The calculation includes all fees and points paid or received between parties to the
contract that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Loan origination fees are accounted for as an adjustment to the effective interest rate calculation for each issued loan separately. Other
commission fees and other similar income and expenses are recognised as gained or incurred.

For financial assets interest income is calculated by applying the effective interest rate to the gross carrying amount, except for financial assets
that are credit-impaired (Stage 3), for which interest income is calculated by applying the effective interest rate to the net carrying amount (i.e.
gross carrying amount reduced by the allowance forimpairment), and purchased or originated credit-impaired (POCI) assets, for which the credit-
adjusted effective interest rate is applied to the amortized cost of the financial asset.

Fees and commissions are recognised over time on a straight line basis as the services are provided, when the customer simultaneously receives
and consumes the benefits provided by the Group. Income includes fees for account administration, administration of loans of third parties. Fee
and commission is recognised at a point in time when the Group satisfies its performance obligation upon execution of the specified transaction.
Such income includes fees for settlement services, cash operations, documentary collection, collection of utility and similar payments, services
related to securities and other.

Revenue from other activities of the Group comprise sale of apartments or other developed real estate projects. This revenueis recognized at a
point of time upon transfer of completed property to client.

Dividend income

Dividends are recognised in the statement of comprehensive income when the Bank's or Group's right to receive payments is established.
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Taxation
a)  Income tax

In accordance with the Lithuanian Law on Corporate Profit Tax, taxable profit for 2019 and 2018 period is subject to income tax at a rate of
15%. Expenses related to taxation charges and included in these financial statements are based on calculations made by the management
in accordance with the Lithuanian regulatory legislation on taxes. From year 2020 commercial banks operating in Lithuania will be subject to
income tax of 20%.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the balance sheet date and are expected to apply when the related deferred income tax assetis realised
or the deferred income tax liability is settled (20% for deferred income tax assets and liabilities recognized at 31 December 2019, 15% for
deferred income tax assets and liabilities recognized at 31 December 2018).

The principal temporary differences arise from taxable losses deferred for future periods, revaluation of securities, difference between net
book value and tax base of tangible fixed assets and accrued charges. The rates enacted or substantively enacted at the balance sheet date
are used to determine deferred income tax. However, the deferred income tax is not accounted for if it arises from initial recognition of an
asset or liability in a transaction other than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss.

Deferred tax assets are recognised where it is probable that future taxable profit will be available against which the temporary differences
can be utilised.

b)  Othertaxes

Real estate tax rate is up to 1% on the tax value of tangible fixed assets and foreclosed assets. The Bank is also obliged to pay land and land
lease taxes, make payments to guarantee fund and social security contributions. These taxes are included in other expenses in the
statement of comprehensive income.

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months' maturity from the date
of acquisition, including cash and non-restricted balances with the Bank of Lithuania, treasury bills and other eligible bills, amounts due from banks
and financial institutions and short-term government securities.

Financial assets

Financial assets are classified into 3 categories:
e financial assets at fair value through profit and loss (the Group and the Bank have debt and equity securities which are included to trading
book, and equity secutities which are included to investment securities potfolio),
e financial assets at fair value through other comprehensive income (the Group and the Bank have only debt securities of this category,
these are included to Investment securities portfolio) and
e financial assets at amortized cost.
Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value through profit or loss. The
classification is based on the cash flow characteristics of the asset and the Group's business model for managing the asset.

Financial assets at fair value through profit or loss

Trading book (trading sub-portfolio) includes debt securities which were acquired either for generating a profit from short-term fluctuations in
price or dealer's margin.

Trading book (other assets sub-portolio) includes debt and equity assets of the subsidiary involved in life insurance activities. These assets are
managed on behalf of customers and were designated at fair value through profit or loss in order to significantly reduce the accounting mismatch
between these securities and unit-linked provisions.

Investment portfolio includes non-trading (investment) equities that were acquired for generating a profit in longer term fluctuations or in line
with other purposes with the Group (e.g. to have participation in entities that provide services to the group, or other).

Securities at fair value through profit or loss are initially recognised at fair value, which is based on transaction price and are subsequently
measured at fair value based on quoted bid prices or derived from a discounted cash flow model if market price is unreliable measure. All related
realised and unrealised gains and losses are included in net trading income. Interest earned is reported as interest income. Dividends received are
included in dividend income. The instruments are derecognised when the rights to receive cash flows have expired or the Group has transferred
substantially all the risks and rewards of ownership and the transfer qualifies for derecognising.
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All purchases and sales of securities at fair value through profit or loss that require delivery within the time frame established by regulation or
market convention (‘'regular way' purchases and sales) are recognised at settlement date, which is the date when payment is made for assets
purchased or sold. All other purchases and sales are recognised as derivative forward transactions until settlement.
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Financial assets at fair value through other comprehensive income

Debt securities that are held for collection of contractual cash flows and for selling them, where the assets' cash flows represent solely payments
of principal and interest, and that are not designated at fair value through profit or loss, are measured at fair value through other comprehensive
income. Movements in the carrying amount are taken through other comprehensive income, except for recognition of impairment gains or
losses, interest income and foreign exchange gains or losses on the financial instrument's amortised cost which are recognized in profit or loss.
When the debt assetis derecognized, the cumulative gain or loss previously recognized in other comprehensive income is reclassified from equity
to profit or loss and recognized in Net gain (loss) in operations from securities. Interest income from these financial assets is included in Interest
income using the effective interest rate method.

The Group did not designate any equities at fair value through other comprehensive income.
Financial assets at amortized cost

Financial assets at amortized cost are non-derivative financial assets that pass the "Solely payments of principal and interest” (SPPI) test other
than: (a) those that the bank classifies as fair value through profit or loss due to intention for short-term sale or reduction of accounting mismatch;
(b) those that the bank upon initial recognition designates at fair value through other comprehensive income; or (c) those for which the holder
may not recover substantially all of its initial investment, other than because of credit deterioration. In the case of impairment, the impairment
loss is reported as a deduction from the carrying value of the asset and recognised in the statement of comprehensive income as 'Allowance for
impairment losses'.

Impairment of financial assets

The Group assesses on a forward-looking basis the expected credit losses (ECL) associated with its debt instrument assets carried at amortized
cost and fair value through other comprehensive income and with exposure arising from loan commitments and financial guarantee contracts.
The Group recognizes a loss allowance for such losses at each reporting date. The measurement of ECL reflects an unbiased and probability-
weighted amount that is determined by evaluating a range of possible outcomes, the time value of money and reasonable and supportable
information that is available without undue cost or effort at the reporting date about past events, current conditions and forecasts of future
economic condition. Section 1.3 of the Financial risk management disclosure provides more details on the ECL measurement.

Write-offs of financial assets

Loans and receivables are written-off from the balance sheet when the total loan balance or a part of it is considered as uncollectible under the
most optimistic scenario using expert judgement on each exposure. 100% impairment provision against the carrying amount of the exposure
must be recognized before an uncollectible exposure (or part of it that is considered to be uncollectible) can be written-off. Written-off exposures
are accounted for as off-balance sheet claims ("accumulated write-offs") until the legal right to claim the amounts from the borrower expires.

Mcodifications of financial assets

The Bank sometimes modifies the payment terms of loans to customers due to commmercial renegotiations, or for distressed loans, with a view
to maximising recovery. Modification practices are based on criteria which, in the judgement of management, indicate that payment will most
likely continue. The modification of the loan contract does not impact its credit stage assignment (unless payment modifications are made to
problematic loans —if loan is modified due to bad credit situation of the borrower twice, itis automatically moved to Stage 3; additional observation
periods are introduced for the loans that were modified due to bad credit situation of the borrower to be moved to better stage from Stage 3 or
Stage 2).

Impairment of non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
Goodwillis tested for impairment at least annually. Animpairment loss is recognised for the amount by which the asset's carryingamount exceeds
its recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the purposes of
assessingimpairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows (cash-generating units). The
impairment test also can be performed on a single asset when the fair value less cost to sell or the value in use can be determined reliably. Non-
financial assets other than goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.
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ACCOUNTING POLICIES (continued)

Reverse repurchase transactions

Securities purchased under agreements to resell ("reverse repos") are recorded as loans and advances to other banks or customers, as
appropriate. The difference between purchase and repurchase price is treated as interest and accrued over the life of agreement using the
effective interest method. Securities borrowed are not recognised in the financial statements, unless these are sold to third parties, in which case
the purchase and sale are recorded with the gain or loss included in trading income.

Reverse repurchase agreements are classified as loans and receivables and are accounted for using the amortised cost method.
Intangible assets

Intangible assets are stated at cost less accumulated amortisation. Intangible assets are amortised using the straight-line method over their
estimated useful life (see note 17).

Property, plant and equipment

Tangible fixed assets are stated at historical cost less accumulated depreciation. Depreciation is provided on a straight-line basis to write off
proportionally the cost of each asset over its estimated useful life.

Assets that are subject to depreciation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. Anasset's carryingamount is written down immediately to its recoverable amount if the asset's carrying amount
is greater than its estimated recoverable amount. The recoverable amountis the higher of the asset's fair value less costs to sell and value in use.

Gains and losses on disposals of fixed assets are determined by reference to their carrying amount and are charged to the Statement of
comprehensive income.

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. Asset maintenance costs are
charged to the statement of comprehensive income when they are incurred. Significant improvements of assets are capitalised and depreciated
over the remaining useful life period of the improved asset. Borrowing costs that are directly attributable to the acquisition or construction of
assets requiring substantial amount of time to get ready for their usage are capitalized. Useful lives of property, plant and equipment are disclosed
innote 18.

Leases

a) Group company is the lessee

Right-of-use assets and liabilities arising from lease are initially measured on present value basis, discounted using the interest rate implicit
in the lease (the weighted average lessee's incremental borrowing rates: 1 January 2019: Group 1.44%, Bank 1.12%; 31 December 2019:
Group 1.14%, Bank 0.91%). Lease liabilities include fixed and variable payments (based on an consumer index or infliation rate). Lease
payments to be made under reasonably certain extension options are also included in the measurement of the liability. The discount
influence is recognised in finance cost as interest expense in statement of profit or loss. Right-of-use assets are measured at cost
comprising the amount of the initial measurement of lease liability, adjusted by advance payments. Right-of-use assets are depreciated
using the straight-line method over rent period. The depreciation charge is recognised as depreciation expenses inincome statement. The
duration of rent agreements are adjusted by the group's management assumptions on contract extensions. The expenses related to short-
term leases or to leases of low-value assets are included in operating expenses in income statement. Right-of-use assets are included in
Property, plant and equipment, lease liabilities are included in Other financial liabilities.

In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. Extension options are only included in the lease termif the lease is reasonably certain
to be extended (or not terminated). If any leasehold improvements are expected to have a significant remaining value, the Group is typically
reasonably certain to extend (or not terminate). Otherwise, the Group considers other factors including the plans to continue an activity.
Contracts may contain bothlease and non-lease components. The Group allocates the consideration in the contract to the lease and non-
lease components based ontheir relative stand-alone prices. However, for leases of real estate for which the Groupis alessee, it has elected
not to separate lease and non-lease components and instead accounts for these as a single lease component.
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b) Group company is the lessor
Operating leases
Assetsleased out under operating leases are included in tangible fixed assets in the balance sheet. They are depreciated over their expected
useful lives on a basis consistent with similar owned fixed assets. Rental income is recognised on a straight-line basis over the lease term.

Finance leases
A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership of an asset. Title may or may not
eventually be transferred. When assets are held subject to a finance lease, the present value of the lease payments is recognised as a
receivable. The difference between the gross receivable and the present value of the receivable is recognised as unearned finance income.
Lease income is recognised over the term of the lease using the net investment method (before tax), which reflects a constant periodic
rate of return.

The policy used to account for leases before 1 January 2019:

a) Group company is the lessee
Operating leases
Leases where a significant portion of risks and rewards of ownership are retained by the lessor are classified as operating leases. The total
payments made under operating leases are charged to the Statement of comprehensive income on a straight-line basis over the period of
lease.

b) Group company is the lessor
Operating leases
Assets leased out under operating leases are included in tangible fixed assets in the balance sheet. They are depreciated over their expected
useful lives on a basis consistent with similar owned fixed assets. Rental income is recognised on a straight-line basis over the lease term.

Finance leases

A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership of an asset. Title may or may not
eventually be transferred. When assets are held subject to a finance lease, the present value of the lease payments is recognised as a
receivable. The difference between the gross receivable and the present value of the receivable is recognised as unearned finance income.
Lease income is recognised over the term of the lease using the net investment method (before tax), which reflects a constant periodic
rate of return.

Inventories

Inventories of the Group consist mainly of apartments held for sale and property for development. They are stated at the lower of cost and net
realizable value. Net realizable value for apartments held for sale are calculated as based on market value of apartments less costs to sell. Net
realizable value of property for development are calculated as discounted cash inflows to be received from developed property less discounted
cash outflows related to the development and selling of a property.

Financial liabilities

The Group's financial liabilities consist of those designated at fair value and those carried at amortised cost. Financial liabilities are derecognised
when extinguished.

Financial liabilities at fair value through profit or loss

The group can designate certain liabilities upon initial recognition as at fair value through profit or loss (fair value option); this designation
cannot be changed subsequently.

Other liabilities measured at amortised cost

Financial liabilities that are not classified as at fair value through profit or loss fall into this category and are measured at amortised cost.
Financial liabilities measured at amortised cost are deposits from banks or customers, debt securities inissue, liabilities to special and lending
funds as well as other various financial liabilities. Initially they are recognised at fair value, and subsequently stated at amortised cost, with
any difference between net proceeds and the redemption value recognised in the Income statement over their period using the effective
interest method.

Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past events; it is probable that an outflow
of resources will be required to settle the obligation; and the amount of the obligation can be reliably estimated.
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ACCOUNTING POLICIES (continued)

Technical provisions
Technical provisions are computed in accordance with Lithuanian insurance supervisory authority (Bank of Lithuania) requirements and are based
on assumptions and estimates, the adequacy of which is evaluated based on observations of historical and current data and the use of projection

methods that consider developing trends in experience and that adjust for changes in circumstances.

a) Unearned premiums reserve

Unearned premiums reserve represents the part of premiums written which relates to the period of risk subsequent to the accounting
period. Unearned premiums reserve is calculated for every contract separately by proportionate distribution of the written premium
throughout the risk period. The part of unearned premiums reserve attributable to the reinsurers is calculated by the same method.

b) Outstanding claims reserve

Outstanding claims reserve represents amounts payable for claims outstanding. Provision covers all anticipatory payments for claims
reported but not settled, claims incurred but not reported, claims reported, settled but not paid, including amounts required for claims
settlement according to all above mentioned claims as of the financial statement date.

Base for calculation of provision for claims reported but not settled is an individual evaluation of every reported claim, according to the
information available at the moment of calculation of this technical provision.

The part of provision for claims incurred, not reported is calculated using "Chain-ladder”, Bornhuetter — Ferguson or Loss-ratio methods
forinsurance products separately.

The part of outstanding claims reserve attributable to the reinsurers is calculated under reinsurance contracts.

¢) Life insurance mathematical provision

Life insurance mathematical provision is calculated individually for every policy applying an actuarial conservative perspective assessment.
Life insurance mathematical provision is a difference of the actuarially discounted value of the future policy benefits less the discounted
value of the future premium payments.

The method of assessment can be described as prospective net premium method. For the calculations Zillmer adjustment method is
applied. Thus deferred acquisition costs reduce life insurance mathematical technical reserve.

When computing the life insurance mathematical technical provision mortality tables of general population of Lithuania for the years 1993
—1996, that were modifiedin year 2007 according the situation of the population of Lithuania are applied. Guaranteedinterest rateis applied
according to agreements but no more than 3.5%.

According to the profit (surplus) sharing rules, the contract of the endowment, pure endowment, pension and scholarship insurance, valid
more than three years, participates in the profit (surplus) sharing of the insurer. The insurers profit share calculated for the insurance
agreement is not paid at once but increases the claims in case of death or/and survival till the end of insurance period, also the surrender
values are increased respectively. The profit (surplus) calculated for insurance product, is ascribed to the mathematical technical provision.

d) Technical provision for unit-linked life insurance policies

Technical provision for unit-linked life insurance policies is calculated using retrospective method. Technical provision is calculated by
adding invested premiums less charges applied to the policy holder to cover expenses and the risk assumed. The technical provision is
expressed in investment units which are reprised in accordance with changes in market values of related investments.
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Insurance contracts

Bank's subsidiary Bonum Publicum (the company) is engaged in life insurance activities and offers various insurance contracts, main categories
of whichinclude:

a) Long-term insurance contracts with fixed and guaranteed terms

These contracts insure events associated with human life (for example death or survival) over a long duration. Premiums are recognized as
revenue when they become payable by the contract holder. Premiums are shown before deduction of commission.

Benefits are recorded as expenses when they are incurred.

A liability for contractual benefits that are expected to be incurred in the future is recorded when the premiums are recognized. Life
insurance mathematical provision for these insurance contracts is calculated as described in accounting policies above.

The liabilities are recalculated at each balance sheet date using the assumptions established at inception of the contract.

b) Long-term insurance contracts without fixed terms — unit-linked

These contracts insure human life events (for example death or survival) over a long duration. The company does not unbundle deposit
component separately from insurance component as:
e deposit elementis not clearly identifiable from the terms of the contract;
e  contracts of thiskind are a single product, regulated as insurance business by insurance supervisory authority and should be treated
in a similar way for financial reporting;
e theinformation about gross premium inflows is considered to be important as an aid to economic decisions.

Gross insurance premiums are recognized as revenue when they are received from the policyholder and the respective liability is
recognized. Technical provision for unit-linked life insurance policies and mathematical provision for these insurance contracts is calculated
is described in accounting policies above.

A unit-linked insurance contract is an insurance contract with an embedded derivative linking payments on the contract to units of an
internal investment fund set up by the company with the consideration received from the contract holders. This embedded derivative
meets the definition of an insurance contract and is not therefore accounted for separately from the host insurance contract. The liability
for such contracts is adjusted for all changes in the fair value of the underlying assets.

c) Liability adequacy test

At each balance sheet date, liability adequacy tests are performed to ensure the adequacy of the contract liabilities net of related deferred
acquisition costs. In performing these tests, current best estimates of future contractual cash flows and claims handling expenses, as well
as investment income from the assets backing such liabilities, are used. Any deficiency is immediately charged to profit or loss initially by
writing off deferred acquisition costs and by subsequently establishing a provision for losses arising from liability adequacy tests (the
unexpired risk provision).

As mentioned above, long-term insurance contracts with fixed terms are measured based on assumptions set out at the inception of the
contract. When the liability adequacy test requires the adoption of new best estimate assumptions, such assumptions (without margin for
adverse deviation) are used for the subsequent measurement of these liabilities.

Any deferred acquisition costs written off as a result of this test cannot subsequently be reinstated.

For the years ended 31 December 2019 and 2018 the liability adequacy test and the changes were as follows:

Best estimate of future cash

Technical provisions Deferred acquisition cost flows  Excess of technical provisions
At 31 December 2018 27,967 548 22,667 4,752
Change for the period 5,530 585 4,934 11
At 31 December 2019 33,497 1,133 27,601 4,763
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Dividends
Dividends on the Bank's shares are recorded in equity in the period in which they are declared.
Employee benefits

a)  Social security contributions
The Group companies pay social security contributions to the state Social Security Fund (the Fund) on behalf of their employees based on
the defined contribution plan in accordance with the local legal requirements. A defined contribution plan is a plan under which the Group
pays fixed contributions into the Fund and will have no legal or constructive obligations to pay further contributions if the Fund does not hold
sufficient assets to pay all employees benefits relating to employee service in the current and prior period. The social security contributions
are recognised as an expense on an accrual basis and are included within staff costs. Social security contributions each year are allocated
by the Fund for pension, health, sickness, maternity and unemployment payments.

b)  Termination benefits
Termination benefits are payable whenever an employee's employment is terminated before the normal retirement date or whenever an
employee accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits when it can no longer
withdraw the offer of those benefits; or when recognises costs for a restructuring that involves the payment of termination benefits.
Benefits falling due more than 12 months after balance sheet date are discounted to present value. Termination benefits are included within
staff costs in the Statement of comprehensive income and within other liabilities in the balance sheet.

Segment information

Operating segments are reported in accordance with the information analysed by the Executive Board (the chief operating decision-maker) of
the Group, whichis responsible for allocating resources to the reportable segments and assesses its performance.

The Group has four main business segments:

e Traditional banking operations and lending — includes traditional retail and corporate banking operations such as issuing loans and
providing banking services to the customers and finance, lease and consumer financing services provided to customers of the Group
(includes financial information of the Bank allocated to this segment and financial information of Siauliy Banko Lizingas UAB and SB
Lizingas UAB);

e  Treasury —includes banking treasury operations such as managing securities and liquidity portfolio, currency exchange etc. (includes
financial information of the Bank allocated to this segment);

e Non-core banking activities - includes other banking operations not included in traditional lending and treasury segments such as
lending to subsidiaries (except for lending to leasing and consumer financing subsidiaries), revenues/expenses related to investment in
subsidiaries (dividends, impairment of investment in subsidiaries), engagement in one-off projects, managing problem loans (includes
financial information of the Bank allocated to this segment);

e  Other activities — includes other activities performed by Group companies not included in previous segments — i.e. real estate
operations, life insurance, investment management (includes financial information of the subsiaries not mentioned above).

As the Group's segment operations, except for real estate development are all financial with a majority of revenues deriving from interest and the
Group Executive Board relies primarily on netinterest revenue to assess the performance of the segment, the total interestincome and expense
for all reportable segments is presented on a net basis. Also all other main items of the statement of comprehensive income are analysed by the
management of the Group on segment basis therefore they are presented in the segment reporting.

Transactions between the business segments are carried out at arm's length. The revenue from external parties reported to the Group Executive
Board is measured in a manner consistent with that in the consolidated statement of comprehensive income. Funds are ordinarily allocated
between segments, resulting in funding cost transfers disclosed in inter-segment net interest income. Interest charged for these funds is based
on the Group's cost of capital. There are no other material items of income or expense between the business segments.

The Group's management reporting is based on a measure of profit before taxes comprising net interest income, net fee and commission
income, loan impairment charges, operating expenses, amortization and depreciation expenses and other net income.

As the Group focuses on domestic activities, no geographical concentration is observed in Group's decision making. Due to the nature of Group's
activities (financial services), capital expenditures are not important in the decision making process therefore not used in the segment reporting
and total assets is more relevant indicator than the fixed asset amount.

Fiduciary activities
Assets and income arising thereon together with related undertakings to return such assets to customers are excluded from these financial
statements where the Group acts in a fiduciary capacity such as nominee, trustee or agent.

Fair value of assets and liabilities

Fair value represents the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.
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ACCOUNTING POLICIES (continued)

Financial guarantee contracts, letters of credit and undrawn loan commitments

Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for a loss it incurs because
a specified debtor fails to make payments when due, in accordance with the terms of a debt instrument. Such financial guarantees are given to
banks, financial institutions and other bodies on behalf of customers to secure loans, overdrafts and other banking facilities.

Financial guarantees are initially recognised in the financial statements at fair value on the date the guarantee was given. Subsequent to initial
recognition, the Bank's liabilities under such guarantees are measured at the higher of the amount of loss allowance and the premium received
on initial recognition less income recognized in accordance with principles of IFRS 15.

Undrawn loan commitments and letters of credits are commitments under which, over the duration of the commitment, the Bank is required to
provide a loan with pre-specified terms to the customer.

These contracts are in the scope of the ECL impairment recognition requirements.
Share issue costs

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from the proceeds.

Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be recovered principally through a
sale transaction and a sale is considered highly probable. They are stated at the lower of carrying amount and fair value less costs to sell.

Investment properties

Properties that are held for long-term rental yields or for capital appreciation or both, and that are not occupied by the entities in the consolidated
group, are classified as investment properties. Investment properties comprise buildings for commercial activities and land plots for
undetermined future use.

Some properties may be partially occupied by the Group, with the remainder being held for rental income or capital appreciation. If that part of
the property occupied by the Group can be sold separately, the Group accounts for the portions separately. The portion that is owner-occupied
isaccounted forunder IAS 16, and the portion thatis held for rental income or capital appreciation or both is treated as investment property under
IAS 40. When the portions cannot be sold separately, the whole property is treated as investment property only if an insignificant portion is owner-
occupied. The Group considers the owner-occupied portion as insignificant when the property is more than 95% held to earn rental income or
capital appreciation. In order to determine the percentage of the portions, the Group uses the size of the property measured in square meters.

Recognition of investment properties takes place only when it is probable that the future economic benefits that are associated with the
investment property will flow to the entity and the cost can be measured reliably. This is usually the day when all risks are transferred.

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the cost of replacing parts of an
existing investment property at the time the cost has incurred if the recognition criteria are met; and excludes the costs of day-to-day servicing
of an investment property. Subsequent to initial recognition, investment properties are measured at cost less less accumulated depreciation.
Depreciation is provided on a straight-line basis to write off proportionally the cost of each asset over its estimated useful life . All other repairs
and maintenance costs are charged to the statement of comprehensive income during the financial period in which they are incurred.

In addition, impairment properties are tested for impairment. These valuations are performed annually by external or internal appraisers.
Derivative financial instruments

Derivatives are initially recognised at fair value on the date on which a derivative contract is enteredinto and are subsequently remeasured at their
fair value. Fair values are obtained from quoted market prices in active markets (for example, for exchange-traded options), including recent

market transactions, and valuation techniques (for example for non-traded options), including discounted cash flow models and options pricing
models, as appropriate. All derivatives are carried as assets when fair value is positive and as liabilities when fair value is negative.
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Strategy in using financial instruments

The Bank's and the Group's activities are principally related to the use of financial instruments. The Group accepts deposits from customers and
borrows from other financial institutions at both fixed and floating rates and for various periods and seeks to earn above average interest margins
by investing these funds in high quality assets. The Group seeks to increase these margins by consolidating short-term funds and lending for
longer periods at higher rates whilst maintaining sufficient liquidity to meet all claims that might fall due.

Strategic decisions related to financing and investing activities of the Bank and the Group is made by the Board of the Bank. Operating financing
andinvestment decisions are made on division level. Divisions of the Group are presentedin Segment information. Decisions on risk management
are made by the Risk Management Committee of the Bank. Risk Management Policy is approved and monitored by the Board of the Bank.

The Bank and the Group also seeks to raise its interest margins by obtaining above average margins, net of provisions, through lending to
commercial and retail borrowers with a range of credit standings. Such exposures involve not just on-balance sheet loans and advances but the
Group also enters into guarantees and other commitments such as letters of credit and other guarantees.

The Group analyses, evaluates, accepts and manages the risk or combination of risks it is exposed to. Risk management at the Group aims at
ensuring a sufficient return on equity following the conservative risk management policy. While implementing an advanced risk management
policy the Group focuses not only on minimising potential risk but also on improving pricing and achieving efficient capital allocation.

The Risk Management Policy approved by the Council of the Bank as well as by the procedures to manage different types of risks prepared on its
basis ensures the integrity of the risk management process in the Group.

The purpose of risk management policy is to define the risks as well as their management principles in the Group's activities. Due to the fact that
various risks experienced by the Group are interdependent their management is centralized. Organization and coordination of the experienced
risk management system is one of the main goals of the Bank's Risk Management Committee.

The Group reviews its risk management procedures and systems to reflect changes in markets, products and emerging best practice on regular
basis, atleast annually.

The Group performs self assessment each year. This process analyses types of risks that could potentially arise from banking activities and have
material impact to the Group. The most important types of risk the Group is exposed to are credit risk, market risk, liquidity risk, concentration
risk, operational risk, IT risk, model risk and compliance risk. Market risk includes currency risk, interest rate and securities price risk. Other types
of risk are considered immaterial by the Group and, therefore, are not assessed.

In order to avoid a conflict of interest the Bank's subdivisions that implement risk management functions are separated from those subdivisions
the direct activities of which are connected with the up rise of various types of banking risks.

1. Credit risk

Credit risk is defined as the risk for the Group to incur losses due to the Group's customers' failure to fulfil their financial obligations towards the
Group. Credit exposures arise principally in lending activities and it is the most significant risk in the Group's banking activities.

Thereis also credit risk ininvestment activities that arise from debt securities and in the Group's asset portfolio as well as in the off-balance sheet
financial instruments, such as loan commitments, guarantees and letters of credit.

The Bank regularly reviews its credit risk management policies which include lending policies, credit risk limit control, other credit risk mitigation
measures as well as the internal control and internal audit of credit risk management.

The Bank's Board has approved the credit risk management policies and procedures which lay down the principles for credit risk management,
establish an acceptable level of credit risk and credit risk's structure and determine credit risk mitigation measures and their interaction. This
ensures a uniform understanding of the principles for taking on exposure to credit risk and allows achieving consistency with the nature and
complexity of the Bank's lending policy and the prudential requirements.

The Bank takes risks only in the fields, which are well known to it and where it has long-term experience, trying to avoid excessive risk in
transactions that can have negative influence to the big portion of shareholders' equity but seeks the sufficient profitability which, in terms of
increasing competition, would ensure the stable Bank's position in the market and would increase the Bank's value. In assessing exposure to credit
risk, the Bank adheres to the principle of prudence.

The Bank's lending policy is focused on small and medium-size business clients, seeking to provide them with the better funding terms and long-
term support, at the same time paying attention to Bank's potential to grow.
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FINANCIAL RISK MANAGEMENT (continued)

Large entities are defined as entities employing more than 250 employees. Small and medium size entities are defined as entities employing less
than 250 employees and the balance sheet total does not exceed EUR 43 million or annual turnover does not exceed EUR 50 million.

New types of activities or products are launched only after the assessment of the arising risk. All lending products and processes at the Bank are
regulated and documented pursuant to the requirements of risk assessment and internal control policy. Special procedures are established with
respect to each lending product.

The aim of the Bank's credit risk management policy is to ensure that the conflict between interests of staff or structural units is avoided. With
respect to provision of credits to clients, the principle stating that profit should not be earned at the expense of excessive credit risk is observed.

The Bank's credit risk management policy is based on the best practice in risk management of other banks. Therefore, the Bank's employees
continuously enhance their knowledge of credit risk management systems of Lithuanian and foreign banks and the results of their application.

1.1. Credit risk measurement

(a) Loans and receivables

The Bank applies credit risk management measures, which could be divided into two types:
1) Measures that help to avoid decisions to grant unsecured loans;
2) Measures ensuring the effective monitoring system of the Bank's asset quality.

Measures that help to avoid decisions to grant unwarrantably risky credits include:
1)  Multi-stage decision-making and its approval system;
2) Riskallocation among structural levels —limit establishment;
3)  Security measures for credit repayment (collateral).

Multi-stage decision-making and its approval system has an aim not to make one-man decisions regarding credit granting by authorized persons
but to make them be discussed by the collegial bodies of the Bank and, as the case may be, by the Bank's Loan Committee, the Bank's Board or
Council. There are certain limits to authorized persons established regarding credit granting implementation as well as approval limits to collegial
bodies. Limit establishment depends on the authorized persons' qualification, experience and the effectiveness of their managed branches; while
in the Branch Committees and the Bank Loan Committee the attention is paid to the Committee members' qualification, experience and
economic activity of the region, where the branch is located, the quality of loan portfolio and other factors.

It is very important to precisely analyse all the information about the customer before granting the credit. The goal of credit analysis is to do the
best in evaluating the customer's status and prospects in the field where he/she provides his/her goods or services. The repayment of credits
granted by the Bank must be enough secure in order to minimize possible credit repayment risks. A security measure has to be chosen in
accordance with the credit type. Providing credit first of all the Bank analyses the borrower's financial capacity and credit repayment possibilities
from the borrower's cash flows.

Credit administration and constant credit monitoring is the main principle in the Bank's security and reliability maintenance. The proper credit
administration includes the timely updating of the borrower's credit file, providing with the latest financial information, the timely introduction of
latest financial information to the database and preparation of the various documents and their amendments.

The Bank's Credit Risk Department collects and, if necessary, provides to responsible managerial personnel information on external conditions,
the growth of the credit portfolio and fulfiment of targeted profit, expenses associated with risks, the largest amounts due from clients,
distribution of credits by the type of economic activity, repayment terms past due, the largest clients with default possibilities, analysis of the
credit portfolio by risk groups, changes in risk groups over a certain time period.

The Bank establishes and implements the procedures, improves information systems for monitoring separate credits as well as loan portfolio.
These procedures include the criteria for early indication of potentially impaired loans and other transactions.

(b) Debt securities
Creditrisk exposures with respect to debt securities are managed by carrying out counterparty analysis when decision for acquisition of securities
is made. The concentration risk together with lending exposure arising from debt securities portfolio is analysed and monitored on a regular basis

by the Risk Management Committee of the Bank.

(c) Credit-related commitments

Other credit-related commitments assumed by the Group include guarantees, letters of documentary credit, commitments to grant a credit
which expose the Group to the same credit risk as the loans do. The key aim of these instruments is to ensure that funds are available to a
customer as required. The above guarantees and letters of documentary credit are usually collateralised by clients’ funds in the Bank accounts.
With regards to commitments to grant credit the Bank is exposed to loss equal to the unused commitment amount.
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FINANCIAL RISK MANAGEMENT (continued)

1.2. Risk limit control and mitigation policies
(a) Concentrations

The Group manages, limits and controls concentration of credit risk — in particular, to individual counterparties and groups of the associated
counterparties as well as to economic sectors.

In addition to the supervisory requirements to limit the exposures to a single borrower and large exposures, the Group also sets exposure
requirement, which to a single borrower may not exceed 15 percent of the Bank's capital. The Bank's Council must approve the higher limits.
Prudential maximum exposure requirement to a single borrower is 25 percent. Concentration of credit risk of the Bank is disclosed in Section 1.8.
of Financial Risk Management disclosure.

The Group also sets limits to industry segments, i.e. a possible concentration in certain industries at the Group's level is restricted by the internal
lending limits. The percentage and volume of lending limits are set for individual industries to ensure that the Group is not overly exposed to any
particular economic sector in the country.

The geographical concentration risk is not recognised in the Group's business since the principle of focusing on domestic customers is followed.
Some other specific control and mitigation measures are outlined below.
b) Collateral

The Group mitigates credit risk by taking security for loans granted. The types of collateral considered by the Group as the most acceptable for
loans and advances are the following:

e  Realestate (mainly residential properties, commercial and industrial real estate);

e Business assets (equipment, inventory, transport vehicles);

e  Property rights over financial instruments (debt securities, equities);

e  Third party guarantees.

Long-term financing and lending to corporate entities are generally secured; revolving facilities and consumer loans to private individuals are
generally unsecured. In order to minimize the credit loss as the impairment indicators for the relevant individual loans and advances are noticed
the Group seeks for additional collateral from the counterparty.

While calculating a decrease in value for the loan the repayment of which is secured by the collateral, a cash flow from the security measureis also
taken into consideration when determining the LGD factor. If several loans are insured with the same security measure (collateral), such security
measure (collateral) is allocated according to rank of the pledge.

Debt securities, treasury and other eligible bills are generally unsecured.

For finance lease receivables the lender remains the owner of the leased object. Therefore, in case of customer's default the lender is able to gain
control on the risk mitigation measures and realize them in rather short period.

1.3. Impairment and provisioning policies
a) ECL model used by the Group

Upon assessing impairment losses on loans, due to banks, debt securities at amortized cost and at fair value through other comprehensive
income and other assets the Group follows the requirements expected credit loss (ECL) model prescribed in IFRS 9 Financial Instruments. The
Group and the Bank carries out valuation of assets on a monthly basis, based on valuation policies approved by the Board of the Bank.

The ECL is measured by the formula:

PDxLGDxEAD=ECL

Where:

PD — probability of default. It represents the likelihood of a borrower on defaulting on its financial obligation;

LGD —loss given default. It represents the extent of loss the Group is likely to incur in case the borrower defaults;
EAD —exposure at default. It represents expected exposure at the time of the default.
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FINANCIAL RISK MANAGEMENT (continued)

The financial assets are grouped into 3 stages:

1) Stage 1 financial assets — no significant increase in credit risk is observed since initial recognition. The Group uses low credit risk
exemption and assigns all of the exposures with external investment grade credit rating or exposures with Standard internal credit rating
to Stage 1. 12 month PDs apply to Stage 1 exposures;

2) Stage 2 financial assets —significant increase in credit risk is observed since initial recognition. The Group uses multiple criteriato assess
whether the credit risk has increased. Main criteria include: credit rating decrease (external credit rating decrease by >=3 notches;
internal credit rating decrease by 1 notch), payment delays (>30 days past due financial assets are classified to Stage 2 unless there is
observable evidence indicating otherwise), other observable criteria (restructuring, forbearance, other qualititative factors showing
increased credit risk). Lifetime PDs apply to Stage 2 exposures;

3) Stage 3 financial assets — credit-impaired financial assets. Main criteria for inclusion the asset in Stage 3 include: bankruptcy of the
customer; termination of the contract; payment delay >90 days; non-performing exposure status by regulatory rules (i.e. the exposure
is unlikely to be repaid in full without collateral realisation (irrespective of any past-due amount or of the number of days past-due));
other observable criteria. For Stage 3 exposures, the PD ratio is always equal to 1.

In case observable evidence is available, Group's employees responsible for impairment calculations can rank certain exposures to better or
worse stage.

The exposure ceases to be Stage 3 when it no longer meets the criteria for the consecutive period of 32 months. It should be noted that some of
the regulatory non-performing exposure criteria have their own exit periods, therefore the period for an exposure to be classified out of Stage 3
may actually be longer.

The Group calculates its own PDs for loans to customers, finance lease receivables and other assets and uses PDs published by the rating
agencies for debt securities and due to banks.

PDs for loans to customers and finance lease receivables are calculated using the historical data of Group's own lending portfolio. Full approach
is applied for finance lease receivables as financial leases are part of Group's main activities. For this purpose, the Group uses migration matrices
for the exposures grouped by the economic sector. The Group uses PDs published by rating agencies for debt securities and due from banks. For
other financial assets, a simplified model derived from Group's lending data is used.

Forloans to customers and finance lease receivables, LGDs are estimated by the Group using the value of collateral available for each exposure
individually and discounting by certain ratios over certain period of time. Ratios and recovery periods depend on the type of collateral and are
derived from Group's own recovery experience. For consumer financing exposures, the LGDs are estimated on a exposure group level using the
ultimate recovery rate historical data. For debt securities and due from banks, LGDs from rating agencies are used.

Forlending portfolio, Stage 1 EAD represents the expected exposure value over 12 month period; Stage 2 EAD represents the current exposure
value and assumptions on the expected use of the off-balance sheet credit commitments. Stage 3 EAD is estimated as the total balance and off-
balance sheet exposure. For debt securities, due from banks and other assets, gross exposure value is used as EAD estimate.

Group's PD estimates incorporate forward-looking information. The Group transfers its historical ("through the cycle") data to economic-
situation specific ("point-in-time") data by using models based on the expected economic development scenarios. The economic variables and
their associated impact on the PD vary by financial instrument. The impact of economic variables on PD has been determined by performing
statistical regression analysis. Expert judgement is also applied in the process.

To include the impact of economic variables, the Group uses 4 economic scenarios (base case, optimistic, pessimistic, stressed) and derives a
single scenario based onthe probabilities assigned to these scenarios. These probabilities are calibrated expert judgement of Group's employees,
but it is aimed that the GDP growth estimate (i.e. the parameter that is prevalent in the most observed correlations) in the derivative scenario
would align to the forecasts published by the institutions that publish economic forecasts (i.e. Bank of Lithuania, Ministry of Finance of Lithuania,
etc.).
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The most significant assumptions used for the ECL estimates as at 31 December 2018 are presented in the tables below:
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At 31 December 2019:
Base scenario 4.00% -1.90% 6.10% 0.20% - 0.85% 4.00% 6.60% 8.00% 7.62%  12.12%  1.90%-2.00%
Pessimistic scenario -3.53% -5.98% 17.83% -0.28% - 1.18% 0.80% 15.18% -7.94% -3.34% -0.98% -0.65% - 0.05%
Optimistic scenario 5.88% 9.10% 5.72% 0.10% - 1.18% 10.85% 9.60% 15.58% 12.24% 19.55% 3.70% - 4.00%
Stressed scenario -15.30% -15.10% 18.20% -0.90% - 3.00% -6.20% -31.10% -26.58% -13.15%  -19.40% -3.90%
Scenario probabilities and weighted average GDP growth:
2020 2021 2022 2023 2024
At 31 December 2019: GDP  Probability GDP  Probability GDP  Probability GDP  Probability GDP  Probability
Base scenario 4.00% 69% 4.00% 66% 4.00% 64% 4.00% 62% 4.00% 60%
Pessimistic scenario -3.53% 18% -3.53% 20% -3.53% 21% -3.53% 22% -3.53% 23%
Optimistic scenario 5.88% 11% 5.88% 12% 5.88% 13% 5.88% 14% 5.88% 15%
Stressed scenario -15.30% 2% -15.30% 2% -15.30% 2% -15.30% 2% -15.30% 2%
Weighted average GDP growth 2.5% 2.3% 2.5% 2.2% 2.0%
The most significant assumptions used for the ECL estimates as at 31 December 2018 are presented in the tables below:
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At 31 December 2018:
Base scenario 3.70% -0.20% 5.90% 0.46% - 1.01% 3.30% 7.40% 7.40% 7.93% 18.28% 3.10%
Pessimistic scenario -3.53% -5.98% 17.40%  -0.28% - +0.96% 0.80% -15.18% -7.94% -3.34% -0.98% 0.63%
Optimistic scenario 5.88% 9.10% 4.97% 0.10% - 1.18% 10.85% 9.60% 15.58% 12.24% 19.55% 4.80%
Stressed scenario -15.30% -15.10% 18.20% -0.90% - 3.00% -6.20% -31.10% -26.58% -13.15% -19.40% -3.90%
Scenario probabilities and weighted average GDP growth:
2019 2020 2021 2022 2023
At 31 December 2018: GDP  Probability GDP  Probability GDP  Probability GDP  Probability GDP  Probability
Base scenario 3.70% 73% 3.70% 69% 3.70% 68% 3.70% 65% 3.70% 63%
Pessimistic scenario -3.53% 14% -3.53% 15% -3.53% 16% -3.53% 17% -3.53% 18%
Optimistic scenario 5.88% 12% 5.88% 14% 5.88% 14% 5.88% 15% 5.88% 15%
Stressed scenario -15.30% 1% -15.30% 2% -15.30% 2% -15.30% 3% -15.30% 4%

Weighted average GDP growth 2.8%

2.5%

2.5%

2.2%

2.0%

The assumptions underlying ECL calculations are subject to frequent (at least annual) review, the models used in ECL calculation are backtested
against the actual performance data. In case of need, changes are made to the models. In 2019, changes were made to the economic scenario
impact inclusion models (last available data of four quarters average before the calculation date was used as the base instead of available data of
the last quarter before the calculation date), Stage 3 definition was expanded to include additional scenarios according to which more loans with
modification of previous terms or conditions that would not have been granted had the debtor not been in financial difficulties would be assigned
to Stage 3. In 2018, Stage 3 definition was expanded to include additional scenarios by which loans classified as non-performing in Group's
supervisory reporting would be treated as Stage 3 loans (previously, such loans could be classified either in Stage 2 or Stage 3).

b) Impairment loss sensitivity

The most significant assumptions affected the estimated ECL allowance are GDP, given the significant impact on the borrowers performance;
real estate price level, given the significant impact on the collateral values and consumer financing portfolio recovery rates, given the significant

impact on the ultimate recoveries of the unsecured borrowings. The table below provides an sensitivity analysis of the above factors.

2019 2018

Group Bank Group Bank

o . ECL decreases by EUR ECL decreases by EUR ECL decreases by EUR ECL decreases by EUR
Scenario 1: GDP growthincreases by 0.5 p.p. 483 thousand 425 thousand 384 thousand 369 thousand
. ECL increases by EUR ECL increases by EUR ECL increases by EUR ECL increases by EUR
Scenario 2: GDP growth decreases by 0.5 p.p. 810 thousand 314 thousand 611 thousand 597 thousand
Scenario 3: real estate prices increase by 5% ECL decreases by EUR ECL decreases by EUR ECL decreases by EUR ECL decreases by EUR

Scenario 4: real estate prices decrease by 5%

1,760 thousand
ECL increases by EUR
1,968 thousand

1,760-thousand
ECLincreases by EUR
1,968 thousand

1,592 thousand
ECL increases by EUR
1,718 thousand

1,592 thousand
ECL increases by EUR
1,718 thousand

Scenario 5: consumer financing portfolio recoveries | ECL decreases by EUR ECL decreases by EUR ECL decreases by EUR ECL decreases by EUR
increase by 5 p.p. 751 thousand 80 thousand 397 thousand 100 thousand

Scenario 6: consumer financing portfolio recoveries ECL increases by EUR ECLincreases by EUR ECLincreases by EUR ECLincreases by EUR
decrease by 5 p.p. 665 thousand 74 thousand 401 thousand 105 thousand
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FINANCIAL RISK MANAGEMENT (continued)

c) write-offs

The accumulated write-offs, including any amount constituting legal claims to the borrowers even if those amounts were never recognized on
the balance sheet (the most common example of such cases is the difference between gross value and acquisition value of credit-impaired loans
acquired by the Group) is presented in the table below:

2019 2018
| Group Bank Group Bank
Total accumulated write-offs subject to enforcement | 99,983 97,668 96,665 92,234
of which: amounts written-off during the year subject to enforcement | 15,356 14,438 24,028 23,604
1.4. Maximum exposure to credit risk before collateral held or other credit enhancements
2019 2018
Group Bank Group Bank
Cash equivalents: 121,595 118,376 40,924 40,735
Balances in bank correspondent accounts 31,411 28,192 28,925 28,736
Placements with Central Bank 90,184 90,184 11,999 11,999
Loans and advances to banks 280 280 2,090 2,090
Loans and advances to customers: 1,514,578 1,510,052 1,262,167 1,264,741
Loans and advances to financial institutions 3,600 100,085 693 50,255
Loans to individuals (Retail): 356,728 244,257 243,078 178,632
Consumer loans 134,519 22,048 91,524 27,078
Mortgages 101,727 101,727 50,203 50,203
Multiapartment rennovation loans 104,617 104,617 81,806 81,806
Other (reverse repurchase agreements, other loans backed by securities,
other) 15,865 15,865 19,545 19,545
Loans to business customers: 1,154,250 1,165,710 1,018,396 1,035,854
Large corporates 118,426 118,426 84,976 84,976
SME 931,196 942,656 835513 852,971
Central and local authorities, administrative bodies and other 104,628 104,628 97,907 97,907
Finance lease receivables 157,597 157,540 124,088 123,969
Individuals 25,023 25,020 20,792 20,754
Business customers 132,574 132,520 103,296 103,215
Securities in the trading book: 18,104 14,546 42,384 27,332
Debt securities in the trading book 18,104 14,546 42,384 27,332
Derivative financial instruments 986 986 1,197 1,197
Investment securities at fair value 8,953 8,558 16,379 15,984
Debt securities at fair value through other comprehensive income 8,953 8,558 16,379 15,984
Investment securities at amortized cost 545,849 535,479 638,655 638,655
Debt securities at amortized cost 545,849 535,479 638,655 638,655
Other financial assets 7.875 7,229 13,213 12,708
Credit risk exposures relating to off —balance sheet items are as follows:
Financial guarantees 44,425 44,489 39,655 39,720
Letters of credit 13,779 13,779 760 760
Loan commitments and other credit related liabilities 254,753 282,424 265,407 285,618
At 31 December 2,688,774 2,693,738 2,446,919 2,453,509

The table above represents a worst case scenario of credit risk exposure at 31 December 2019 and 2018, without taking into account any
collateral held or other credit enhancements attached. For on-balance sheet assets, the exposures presented above are net carrying amount as
reported in the balance sheet.
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FINANCIAL RISK MANAGEMENT (continued)

1.5. Loans to customers

Loans to customers are summarised as follows:

2019 2018

Group Bank Group Bank

Gross loans to customers 1,553,087 1,542,117 1,304,933 1,301,592
Allowance for loan impairment (38,509) (32,065) (42,766) (36,851)
Net loans to customers \ 1,514,578 1,510,052 1,262,167 1,264,741

During the year ended 31 December 2019, the Group's gross loans and advances increased by 20%. The Group's total impairment provision for
loans and advances amounts to EUR 38,509 thousand (2018: EUR 42,766 thousand) and it accounts for 2.51% of the respective portfolio
(2018: 3.28%).

a) Credit grades

The Group and the Bank examines the potential borrower's financial performance before issuing a loan and monitors any development in financial
performance during the whole loan service period. The Group and the Bank evaluates the borrower's financial performance at least annually.
Consumer loans to individuals are assessed based on application scorings when decision is made. After they are granted they are monitored
based on their past due status.

The bank uses internal grade system that has 5 internal grades (1 — best, 5 — worst). Standard loan is a loan when the borrower's financial
performance s either very good or good (i.e. internal grades 1 or 2). Watch loanis a loan when the borrower's financial performance is satisfactory
(i.e. internal grade 3). Substandard loan is a loan when the borrower's financial performance is poor or bad (i.e. internal grade 4 or 5). Problem loan
is a loan when the payment is overdue for over 90 days, or the borrower is bankrupt, or the contract is terminated. Stage 3 may contain not only
problem loans because certain staging scenarios require so (for example, a performing contract is assigned to Stage 3 if other contracts with the
borrower have problems, or a certain period of time is required to pass before transfering a contract to a better stage).

Group loans to customers

2019 2018

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

Standard 883,375 8.600 3,129 895,104 683,395 27,885 1,510 712,790

Watch 382,767 97,359 19,811 499,937 360,876 87,750 17,419 466,045

Substandard 77,029 25,672 18,296 120,997 42,292 25,210 11,084 78,586

Problem 10 - 37,039 37,049 8 72 47,432 47,512

Gross 1,343,181 131,631 78275 1,553,087 1,086,571 140,917 77.445 1,304,933

Less: allowance for impairment (8,021) (4,003) (26,485) (38,509) (5,839) (4,462) (32,465) (42,766)
Net 1,335,160 127,628 51,790 1,514,578 1,080,732 136,455 44,980 1,262,167

Bank loans to customers

2019 2018

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

Standard 963,950 8,141 3,052 975,143 721,464 27,439 1,395 750,298

Watch 367,050 98,039 19,617 484,706 354,622 91,301 17,232 463,155

Substandard 7,335 22,164 16,736 46,235 9,652 22,802 9,853 42,307

Problem - - 36,033 36,033 1 124 45,707 45,832

Gross 1,338,335 128,344 75,438 1,542,117 1,085,739 141,666 74,187 1,301,592

Less: allowance for impairment (4,552) (2,259) (25,254) (32,065) (3,399) (2,948) (30,504) (36,851)
Net 1,333,783 126,085 50,184 1,510,052 1,082,340 138,718 43,683 1,264,741

Group loans to indiduals (retail)

2019 2018

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

Standard 249,112 2,669 418 252,199 178,164 1,794 341 180,299

Watch 27,497 2,737 373 30,607 18,821 3211 2,468 24,500

Substandard 70,640 5,700 2,267 78,607 33,830 5,370 997 40,197

Problem 10 - 5,962 5972 8 37 7,375 7,420

Gross 347,259 11,106 9,020 367,385 230,823 10,412 11,181 252,416

Less: allowance for impairment (5,172) (2,135) (3,350) (10,657) (3,728) (2,060) (3,550) (9.338)
Net 342,087 8,971 5,670 356,728 227,095 8,352 7,631 243,078

Bank loans to indiduals (retail)

2019 2018

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

Standard 230,624 2,210 341 233,175 163,532 1,347 246 165,125

Watch 4,139 2,019 179 6,337 2,180 2,458 2,281 6,919

Substandard 946 2,193 707 3,846 1,190 2,963 177 4,330

Problem - - 4,608 4,608 1 2 5,650 5,653

Gross 235,709 6,422 5835 247,966 166,903 6,770 8.354 182,027

Less: allowance for impairment (1,723) (391) (1,595) (3,709) (1,288) (498) (1,609) (3,395)
Net 233,986 6,031 4,240 244,257 165,615 6,272 6,745 178,632
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FINANCIAL RISK MANAGEMENT (continued)

Group loans to indiduals (retail): Consumer loans

2019 2018

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

Standard 40,842 767 166 41,775 42,425 741 174 43,340

Watch 23,389 722 194 24,305 16,682 761 187 17,630

Substandard 69,695 3,511 1,560 74,766 32,642 2,415 825 35,882

Problem 10 - 1,522 1,532 7 35 2,025 2,067

Gross 133,936 5,000 3,442 142,378 91,756 3,952 3,211 98,919

Less: allowance for impairment (4,064) (1,858) (1,937) (7,859) (3,451) (1,712) (2,232) (7,395)
Net 129,872 3,142 1,505 134,519 88,305 2,240 979 91,524

Bank loans to indiduals (retail): Consumer loans

2019 2018

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

Standard 22,354 308 89 22,751 27,793 294 79 28,166

Watch 31 4 - 35 41 8 - 49

Substandard 1 4 = 5 2 8 5 15

Problem - - 189 189 - - 300 300

Gross 22,386 316 278 22,980 27,836 310 384 28,530

Less: allowance for impairment (615) (114) (203) (932) (1,011) (150) (291) (1,452)
Net 21,771 202 75 22,048 26,825 160 93 27,078

Group loans to indiduals (retail): Mortgages

2019 2018

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

Standard 94,919 1,530 117 96,566 42,727 530 40 43,297

Watch 1,075 1,302 127 2,504 1,462 1,573 22 3,057

Substandard 770 1,811 35 2,616 801 2,077 51 2,929

Problem - - 1,174 1,174 - - 1,801 1,801

Gross 96,764 4,643 1,453 102,860 44,990 4,180 1,914 51,084

Less: allowance for impairment (469) (222) (442) (1,133) (58) (271) (552) (881)
Net 96,295 4,421 1,011 101,727 44,932 3,909 1,362 50,203

Bank loans to indiduals (retail): Mortgages

2019 2018

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

Standard 94,919 1,530 117 96,566 42,727 530 40 43,297

Watch 1,075 1,302 127 2,504 1,462 1,573 22 3,057

Substandard 770 1,811 35 2,616 801 2,077 51 2,929

Problem - - 1,174 1,174 - - 1,801 1,801

Gross 96,764 4,643 1,453 102,860 44,990 4,180 1,914 51,084

Less: allowance for impairment (469) (222) (442) (1,133) (58) (271) (552) (881)
Net 96,295 4,421 1,011 101,727 44,932 3,909 1,362 50,203

Group loans to indiduals (retail): Multiapartment rennovation loans

2019 2018

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

Standard 105,240 = = 105,240 81,983 = = 81,983

Watch - - - - - - - -

Substandard = = = = = = = =

Problem - - - - - - - -

Gross 105,240 = = 105,240 81,983 = = 81,983

Less: allowance for impairment (623) - - (623) (177) - - (177)
Net 104,617 = = 104,617 81,806 = = 81,806

Bank loans to indiduals (retail): Multiapartment rennovation loans

2019 2018

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

Standard 105,240 - - 105,240 81,983 - - 81,983

Watch - - - - - - - -

Substandard = = = = = = = =

Problem - - - - - - - -

Gross 105,240 = = 105,240 81,983 = = 81,983

Less: allowance for impairment (623) - - (623) (177) - - (177)
Net 104,617 = = 104,617 81,806 = = 81,806
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Group loans to indiduals (retail): Other

2019 2018

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

Standard 8111 372 135 8,618 11,029 523 127 11,679

Watch 3,033 713 52 3,798 677 877 2,259 3,813

Substandard 175 378 672 1,225 387 878 121 1,386

Problem - - 3,266 3,266 1 2 3,549 3,552

Gross 11,319 1,463 4,125 16,907 12,094 2,280 6.056 20,430

Less: allowance for impairment (16) (55) (971) (1,042) (42) (77) (766) (885)
Net 11,303 1,408 3,154 15,865 12,052 2,203 5,290 19,545

Bank loans to indiduals (retail): Other

2019 2018

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

Standard 8111 372 135 8,618 11,029 523 127 11,679

Watch 3,033 713 52 3,798 677 877 2,259 3,813

Substandard 175 378 672 1,225 387 878 121 1,386

Problem - - 3,245 3,245 1 2 3,549 3,552

Gross 11,319 1,463 4,104 16,886 12,094 2,280 6.056 20,430

Less: allowance for impairment (16) (55) (950) (1,021) (42) (77) (766) (885)
Net 11,303 1,408 3,154 15,865 12,052 2,203 5,290 19,545

Group loans to financial institutions

2019 2018

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

Standard 15 3,623 = 3,638 28 681 = 709

Watch - - - - - - - -

Substandard = = = = = = = =

Problem - - - - - - - -

Gross 15 3,623 = 3,638 28 681 = 709

Less: allowance for impairment - (38) - (38) - (16) - (16)
Net 15 3,585 = 3,600 28 665 = 693

Bank loans to financial institutions

2019 2018

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

Standard 96,500 3,623 = 100,123 49,590 681 = 50,271

Watch - - - - - - - -

Substandard = = = = = = = =

Problem - - - - - - - -

Gross 96,500 3,623 = 100,123 49,590 681 = 50,271

Less: allowance for impairment - (38) - (38) - (16) - (16)
Net 96,500 3,585 = 100,085 49,590 665 = 50,255

Group loans to business customers

2019 2018

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

Standard 634,248 2,308 2,711 639,267 505,203 25,410 1,169 531,782

Watch 355,270 94,622 19,438 469,330 342,055 84,539 14,951 441,545

Substandard 6,389 19,972 16,029 42,390 8,462 19,840 10,087 38,389

Problem - - 31,077 31,077 - 35 40,057 40,092

Gross 995,907 116,902 69,255 1,182,064 855,720 129,824 66,264 1,051,808

Less: allowance for impairment (2,849) (1,830) (23,135) (27.,814) (2,111) (2,386) (28,915) (33,412)
Net 993,058 115,072 46,120 1,154,250 853,609 127,438 37,349 1,018,396

Bank loans to business customers

2019 2018

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

Standard 636,826 2,308 2711 641,845 508,342 25,411 1,149 534,902

Watch 362,911 96,020 19438 478,369 352,442 88,843 14,951 456,236

Substandard 6,389 19,971 16,029 42,389 8,462 19,839 9,676 37,977

Problem - - 31,425 31,425 - 122 40,057 40,179

Gross 1,006,126 118,299 69,603 1,194,028 869,246 134,215 65,833 1,069,294

Less: allowance for impairment (2,829) (1,830) (23,659) (28,318) (2,111) (2,434) (28,895) (33,440)
Net 1,003,297 116,469 45,944 1,165,710 867,135 131,781 36,938 1,035,854
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Group loans to business customers: Large corporates

2019 2018

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

Standard 101,794 = 119 101,913 76,552 = 101 76,653

Watch 14,066 1,900 - 15,966 2,185 1,184 - 3,369

Substandard - - 1,776 1,776 4,200 1,007 - 5,207

Problem - - - - - - - -

Gross 115,860 1,900 1,895 119,655 82,937 2,191 101 85,229

Less: allowance for impairment (1,065) (47) (117) (1,229) (192) (61) - (253)
Net 114,795 1,853 1,778 118,426 82,745 2,130 101 84,976

Bank loans to business customers: Large corporates

2019 2018

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

Standard 101,794 = 119 101,913 76,552 = 101 76,653

Watch 14,066 1,900 - 15,966 2,185 1,184 - 3,369

Substandard = = 1,776 1,776 4,200 1,007 = 5,207

Problem - - - - - - - -

Gross 115,860 1,900 1,895 119,655 82,937 2,191 101 85,229

Less: allowance for impairment (1,065) (47) (117) (1,229) (192) (61) - (253)
Net 114,795 1,853 1,778 118,426 82,745 2,130 101 84,976

Group loans to business customers: SME

2019 2018

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

Standard 433,528 2,308 2,591 438,427 371,053 25,409 1,068 397,530

Watch 338,483 92,068 19,438 449,989 302,021 82,664 14,951 399,636

Substandard 4,950 19,701 12,774 37,425 2,974 18,653 8,552 30,179

Problem - - 31,069 31,069 - 35 40,048 40,083

Gross 776,961 114,077 65,872 956,910 676,048 126,761 64,619 867,428

Less: allowance for impairment (1,560) (1,777) (22,377) (25,714) (1,491) (2,226) (28,198) (31,915)
Net 775,401 112,300 43,495 931,196 674,557 124,535 36,421 835,513

Bank loans to business customers: SME

2019 2018

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

Standard 436,106 2,308 2,591 441,005 374,192 25,410 1,048 400,650

Watch 346,124 93,466 19,438 459,028 312,408 86,968 14,951 414,327

Substandard 4,950 19,700 12,774 37,424 2,974 18,652 8,141 29,767

Problem - - 31,417 31,417 - 122 40,048 40,170

Gross 787,180 115,474 66,220 968,874 689,574 131,152 64,188 884,914

Less: allowance for impairment (1,540) (1,777) (22,901) (26,218) (1,491) (2,274) (28,178) (31,943)
Net 785,640 113,697 43,319 942,656 688,083 128,878 36,010 852,971

Group loans to business customers: Central and local authorities and other

2019 2018

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

Standard 98,926 = 1 98,927 57,598 1 = 57,599

Watch 2,721 654 - 3,375 37,849 691 - 38,540

Substandard 1,439 271 1,479 3,189 1,288 180 1,535 3,003

Problem - - 8 8 - - 9 9

Gross 103,086 925 1,488 105,499 96,735 872 1,544 99,151

Less: allowance for impairment (224) (6) (641) (871) (428) (99) (717) (1,244)
Net 102,862 919 847 104,628 96,307 773 827 97,907

Bank loans to business customers: Central and local authorities and other

2019 2018

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

Standard 98,926 = 1 98,927 57,598 1 = 57,599

Watch 2,721 654 - 3,375 37,849 691 - 38,540

Substandard 1,439 271 1,479 3,189 1,288 180 1,535 3,003

Problem - - 8 8 - - 9 9

Gross 103,086 925 1,488 105,499 96,735 872 1,544 99,151

Less: allowance for impairment (224) (6) (641) (871) (428) (99) (717) (1,244)
Net 102,862 919 847 104,628 96,307 773 827 97,907

For analysis of debt securities according to the credit quality see Notes 12 and 15.
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b) Payment delays

The tables below provide an analysis of loans and advances to customers by payment delays. The Group considers a loan to be past due when
the following criteria are met: for loans to individuals — overdue amount is higher than the lower of EUR 100 or 1% of total exposure; for loans to
business customers —overdue amount is higher than the lower of EUR 500 or 1% of total exposure.

Group loans to customers

2019 2018

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

Not past due 1,296,092 116,540 25,735 1,438,367 1,031,498 120,316 22,238 1,174,052

Past due up to 30 days 46,750 8,201 6,458 61,409 54,605 14,537 5,292 74,434

Past due 31-90 days 339 6,890 9,591 16,820 467 6,062 2,734 9,263
Past due more than 90 days - - 36,491 36,491 1 2 47,181 47,184
Gross 1,343,181 131,631 78,275 1,553,087 1,086,571 140,917 77,445 1,304,933

Less: allowance for impairment (8,021) (4,003) (26,485) (38,509) (5,839) (4,462) (32,465) (42,766)
Net 1,335,160 127,628 51,790 1,514,578 1,080,732 136,455 44,980 1,262,167

Bank loans to customers

2019 2018

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

Not past due 1,303,206 117,937 25,726 1,446,869 1,038,874 124,708 21,568 1,185,150

Past due up to 30 days 35,102 8,202 6,088 49,392 46,715 14,536 5,098 66,349

Past due 31-90 days 27 2,205 8,553 10,785 149 2,420 2,055 4,624

Past due more than 90 days - - 35,071 35,071 1 2 45,466 45,469
Gross 1,338,335 128,344 75,438 1,542,117 1,085,739 141,666 74,187 1,301,592

Less: allowance for impairment (4,552) (2,259) (25,254) (32,065) (3.399) (2,948) (30,504) (36,851)
Net 1,333,783 126,085 50,184 1,510,052 1,082,340 138,718 43,683 1,264,741

Group loans to indiduals (retail)

2019 2018

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

Not past due 324,512 4,240 1,161 329,913 206,651 5147 2,709 214,507

Past due up to 30 days 22,425 386 564 23,375 23,808 688 413 24,909

Past due 31-90 days 322 6,480 1,427 8,229 363 4,575 822 5,760
Past due more than 90 days - - 5,868 5,868 1 2 7,237 7,240
Gross 347,259 11,106 9,020 367,385 230,823 10,412 11,181 252,416

Less: allowance for impairment (5,172) (2,135) (3,350) (10,657) (3,728) (2,060) (3,550) (9,338)
Net 342,087 8971 5,670 356,728 227,095 8352 7,631 243,078

Bank loans to indiduals (retail)

2019 2018

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

Not past due 224,922 4,240 730 229,892 150,939 5,147 2,470 158,556

Past due up to 30 days 10,777 387 194 11,358 15918 688 219 16,825

Past due 31-90 days 10 1,795 389 2,194 45 933 143 1,121

Past due more than 90 days - - 4,522 4,522 1 2 5522 5525
Gross 235,709 6,422 5,835 247,966 166,903 6.770 8,354 182,027

Less: allowance for impairment (1,723) (391) (1,595) (3,709) (1,288) (498) (1,609) (3,395)
Net 233,986 6,031 4,240 244,257 165,615 6.272 6,745 178,632

Group loans to financial institutions

2019 2018

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

Not past due 15 3,623 = 3,638 28 681 = 709

Past due up to 30 days - - - - - - - -

Past due 31-90 days = = = = = = = =

Past due more than 90 days - - - - - - - -
Gross 15 3,623 = 3,638 28 681 = 709

Less: allowance for impairment - (38) - (38) - (16) - (16)
Net 15 3,585 = 3,600 28 665 = 693

Bank loans to financial institutions

2019 2018

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

Not past due 96,500 3,623 = 100,123 49,590 681 = 50,271

Past due up to 30 days - - - - - - - -

Past due 31-90 days = = = = = = = =

Past due more than 90 days - - - - - - - -
Gross 96,500 3,623 = 100,123 49,590 681 = 50,271

Less: allowance for impairment - (38) - (38) - (16) - (16)
Net 96,500 3,585 = 100,085 49,590 665 = 50,255
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Group loans to business customers

2019 2018

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

Not past due 971,565 108,677 24,574 1,104,816 824,819 114,488 19,529 958,836

Past due up to 30 days 24,325 7,815 5,894 38,034 30,797 13,849 4,879 49,525

Past due 31-90 days 17 410 8,164 8,591 104 1,487 1912 3,503

Past due more than 90 days - - 30,623 30,623 - - 39,944 39,944
Gross 995,907 116,902 69,255 1,182,064 855,720 129,824 66,264 1,051,808

Less: allowance for impairment (2,849) (1,830) (23,135) (27,814) (2,111) (2,386) (28,915) (33,412)
Net 993,058 115,072 46,120 1,154,250 853,609 127,438 37,349 1,018,396

Bank loans to business customers

2019 2018

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

Not past due 981,784 110,074 24,996 1,116,854 838,345 118,880 19,098 976,323

Past due up to 30 days 24,325 7,815 5,894 38,034 30,797 13,848 4,879 49,524

Past due 31-90 days 17 410 8,164 8,591 104 1,487 1912 3,503

Past due more than 90 days - - 30,549 30,549 - - 39,944 39,944
Gross 1,006,126 118,299 69,603 1,194,028 869,246 134,215 65,833 1,069,294

Less: allowance for impairment (2,829) (1,830) (23,659) (28,318) (2,111) (2,434) (28,895) (33,440)
Net 1,003,297 116,469 45,944 1,165,710 867.135 131,781 36,938 1,035,854

c¢) Stage 3 loans and advances to customers

The breakdown of the gross amount of Stage 3 loans and advances by class, along with the fair value of related collateral held by the Group and
the Bank as security is as follows:

31 December 2019

Group Bank
Allowance for FERENS Gross  Allowance for AU
Gross value ) ) Net value of ) ) Net value of
impairment value impairment
collateral collateral
Loans and advances to financial B B B B B B B B
institutions
Loans to individuals (Retail): 9,020 (3,350) 5,670 5,158 5,835 (1,595) 4,240 5,158
Consumer loans 3,442 (1,937) 1,505 18 278 (203) 75 18
Mortgages 1,453 (442) 1,011 1,261 1,453 (442) 1,011 1,261
Multiapartment rennovation loans - - - - - - - -
Other 4,125 (971) 3,154 3,879 4,104 (950) 3,154 3,879
Loans to business customers: 69,255 (23,135) 46,120 61,520 69,603 (23,659) 45,944 61,520
Large corporates 1,895 (117) 1,778 1,596 1,895 (117) 1,778 1,596
SME 65,872 (22,377) 43,495 58,494 66,220 (22,901) 43,319 58,494
Centralandlocalauthorities, 1,488 (641) 847 1,430 1,488 (641) 847 1,430
administrative bodies and other
Total loans to customers 78,275 (26,485) 51,790 66.678 75,438 (25,254) 50,184 66.678
31 December 2018
Group Bank
Allowance for FERENE Gross  Allowance for AP
Gross value ) ) Net value of ) ) Net value of
impairment value impairment
collateral collateral
Loans and advances to financial B B B B B B B B
institutions
Loans to individuals (Retail): 11,181 (3,550) 7,631 7,684 8,354 (1,609) 6,745 7,684
Consumer loans 3,211 (2,232) 979 10 384 (291) 93 10
Mortgages 1,914 (552) 1,362 1,797 1,914 (552) 1,362 1,797
Multiapartment rennovation loans - - - - - - - -
Other 6,056 (766) 5,290 5877 6,056 (766) 5,290 5877
Loans to business customers: 66,264 (28,915) 37,349 54,383 65,833 (28,895) 36,938 54,383
Large corporates 101 = 101 101 101 = 101 101
SME 64,619 (28,198) 36,421 52,864 64,188 (28,178) 36,010 52,864
Centraland local authorities, 1,544 (717) 827 1,418 1,544 (717) 827 1,418
administrative bodies and other
Total loans to customers 77,445 (32,465) 44,980 62,067 74,187 (30,504) 43,683 62,067

Impairment loss by class of financial assets for loans is disclosed in Note 13.

43 /191



NOTES TO THE FINANCIAL STATEMENTS
31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

. P
$1AULIY =' BANKAS

FINANCIAL RISK MANAGEMENT (continued)

d) Information about loan collateral

The method for collateral valuation is selected by the Group and the Bank based on specifics of collateral and existing market conditions on the
day of valuation. Based on collateral characteristics and the purpose of its valuation the following valuation methods are used: comparable sales
price method or income capitalisation method. Fair values of the collateral are updated regularly in line with the Bank's procedures.

If loanis secured by several different types of collateral, priority in their recognition is based on their liquidity. Cash deposits are treated as having
the highest liquidity followed by guarantees, residential real estate and then other real estate. Securities that have no active market and other
assets are treated as having the lowest liquidity.

Unsecured loans also include loans secured by other types of collateral (e.g. future inflow of funds into the borrowers' Bank accounts (controlled
by the Bank), third party warrantees, bills of exchange, etc.). The total amount of loans to individuals and business customers secured by the above
security measure, but disclosed as unsecured as at 31 December 2019 amounted to EUR 66 million (2018: EUR 66 million). Totally unsecured
loans comprise only consumer loans and loans issued by the Bank to its subsidiaries.

Following tables present the lower of loan and collateral amount per agreement.

31 December 2019
Group loans to individuals (retail)

Consumer loans Mortgages Multlapartment Other Total
rennovation loans
Unsecured loans 142,378 11,772 105,240 2,930 262,320
Loans collateralised by: = 91,088 = 13,977 105,065
residential real estate - - 86,986 - 5,846 92,832
other real estate - = 3,509 = 6,947 10,456
securities - - 14 - 1 15
guarantees - = 540 = 1,143 1,683
cash deposits - - 39 - - 39
other assets - = = = 40 40
Total 142,378 102,860 105,240 16,907 367,385
Group loans to business customers
SME  Large corporates . F.' narlwaal Central and local authorities and other Total
institutions
Unsecured loans 63,983 13,295 3,638 99,734 180,650
Loans collateralised by: 892,927 106,360 = 5,765 1,005,052
residential real estate - 75,322 79 - 446 75,847
other real estate - 658,722 81,652 = 5,192 745,566
securities - 833 284 - - 1,117
guarantees - 125,634 4,013 = 127 129,774
cash deposits - 2,190 - - - 2,190
other assets - 30,226 20,332 - - 50,558
Total 956,910 119,655 3,638 105,499 1,185,702
Bank loans to individuals (retail)
Consumer loans Mortgages Multlapar‘tment Other Total
rennovation loans
Unsecured loans 22,980 11,772 105,240 2,909 142,901
Loans collateralised by: = 91,088 = 13,977 105,065
residential real estate - - 86,986 - 5,846 92,832
other real estate - = 3,509 = 6,947 10,456
securities - - 14 - 1 15
guarantees - = 540 = 1,143 1,683
cash deposits - - 39 - - 39
other assets - = = = 40 40
Total 22,980 102,860 105,240 16,886 247,966
Bank loans to business customers
SME  Large corporates ’ F.|nar.1<:|a| Central and local authorities and other Total
institutions
Unsecured loans 72,334 13,295 100,123 99,734 285,486
Loans collateralised by: 896,540 106,360 = 5,765 1,008,665
residential real estate - 75,322 79 - 446 75,847
other real estate - 662,321 81,652 = 5,192 749,165
securities - 833 284 - - 1,117
guarantees - 125,634 4,013 o 127 129,774
cash deposits - 2,190 - - - 2,190
other assets - 30,240 20,332 - - 50,572
Total 968,874 119,655 100,123 105,499 1,294,151
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31 December 2018
Group loans to individuals (retail)

Consumer loans Mortgages Multlapartment Other Total
rennovation loans

Unsecured loans 100,433 6,074 81,983 8,108 196,598

Loans collateralised by: 2 47,654 = 15,448 63,104

residential real estate - - 45,433 - 6,307 51,740

other real estate - = 1,598 = 8,117 9,715

securities - - 19 - 1 20

guarantees - 2 604 = 1,022 1,628

cash deposits - - - - - -

other assets - = - _ 1 1

Total 100,435 53,728 81,983 23,556 259,702

Group loans to business customers
SME  Large corporates . F.inar.wcial Central and local authorities and Total
institutions other
Unsecured loans 53,013 5,696 645 104,419 163,853
Loans collateralised by: 794,117 82,340 1 4,921 881,379
residential real estate - 61,403 79 - 395 61,877
other real estate - 575,430 68,605 1 4,267 648,303
securities - 948 434 - 73 1,455
guarantees - 117,351 1,391 - 172 118914
cash deposits - 2,965 - - - 2,965
other assets - 36,020 11,831 - 14 47,865
Total 847,130 88,036 646 109,340 1,045,232
Bank loans to individuals (retail)
Consumer loans Mortgages Multlapartment Other Total
rennovation loans

Unsecured loans 34,091 6,074 81,983 4,063 126,211

Loans collateralised by: 2 47,654 = 15,448 63,104

residential real estate - - 45,433 - 6,307 51,740

other real estate - = 1,598 = 8,117 9,715

securities - - 19 - 1 20

guarantees - 2 604 = 1,022 1,628

cash deposits - - - - - -

other assets - = = = 1 1

Total 34,093 53,728 81,983 19,511 189,315

Bank loans to business customers
SME  Large corporates . F.inar.*lcial Central and local authorities and Total
institutions other

Unsecured loans 65,789 5,696 50,207 104,499 226,191
Loans collateralised by: 798,827 82,340 1 4921 886,089
residential real estate - 61,403 79 - 395 61,877
other real estate - 580,140 68,605 1 4,267 653,013
securities - 948 434 - 73 1,455
guarantees - 117,351 1,391 = 172 118914
cash deposits - 2,965 - - - 2,965
other assets - 36,020 11,831 = 14 47,865
Total 864,616 88,036 50,208 109,420 1,112,280

Following tables show the distribution of LTV (loan to collateral value) ratios for the Group's loan portfolio:

Group loans to customers — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 490,082 71,077 19,189 580,348 339918 58,039 18,143 416,100
50% to 60% 124,069 16,157 14,186 154,412 121,424 15,286 3,420 140,130
60% to 70% 143,398 14,777 6.583 164,758 125,459 18,479 13,580 157,518
70% to 80% 55,716 4,107 4,713 64,536 60,438 10,240 4,275 74,953
80% to 90% 32,663 578 3,127 36,368 32,300 3,301 6.669 42,270
90% to 100% 18,746 2,011 6,620 27,377 31,186 3,155 2,601 36,942
higher than 100% 95,808 2,664 19,185 117,657 73,761 9,581 22,657 105,999
no collateral 382,699 20,260 4,672 407,631 302,085 22,836 6.100 331,021
Total gross loans 1,343,181 131,631 78,275 1,553,087 1,086,571 140,917 77,445 1,304,933
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Bank loans to customers — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 490,082 71,077 19,189 580,348 338,827 58,039 18,143 415,009
50% to 60% 124,069 16,157 14,186 154,412 121,425 15,285 3,420 140,130
60% to 70% 143,398 14,777 6,583 164,758 125,458 18,479 13,580 157,517
70% to 80% 55,716 4,107 4,713 64,536 60,438 10,240 3,864 74,542
80% to 90% 32,663 578 3,127 36,368 37,010 3,301 6,669 46,980
90% to 100% 18,746 2,011 6,620 27,377 31,186 3,155 2,601 36,942
higher than 100% 99,573 2,664 19,533 121,770 73,761 9,581 22,657 105,999
no collateral 374,088 16,973 1,487 392,548 297,634 23,586 3,253 324,473
Total gross loans 1,338,335 128,344 75,438 1,542,117 1,085,739 141,666 74,187 1,301,592

Group loans to individuals (Retail) — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 42,974 2,162 331 45,467 19,050 1,890 2,548 23,488
50% to 60% 12,584 842 2,861 16,287 10,441 1,017 412 11,870
60% to 70% 18,332 1,148 237 19,717 12,758 981 2,815 16,554
70% to 80% 10,869 1,010 579 12,458 6,545 1,179 1,169 8,893
80% to 90% 11,165 92 269 11,526 2,493 143 211 2,847
90% to 100% 3,905 54 105 4,064 477 115 97 689
higher than 100% 5,036 646 1,097 6,779 1,657 839 648 3,144
no collateral 242,394 5152 3,541 251,087 177,402 4,248 3,281 184,931
Total gross loans 347,259 11,106 9,020 367,385 230,823 10,412 11,181 252,416

Bank loans to individuals (Retail)— LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 42,974 2,162 331 45,467 19,050 1,890 2,548 23,488
50% to 60% 12,584 842 2,861 16,287 10,441 1,017 412 11,870
60% to 70% 18,332 1,148 237 19,717 12,758 981 2,815 16,554
70% to 80% 10,869 1,010 579 12,458 6,545 1,179 1,169 8,893
80% to 90% 11,165 92 269 11,526 2,493 143 211 2,847
90% to 100% 3,905 54 105 4,064 477 115 97 689
higher than 100% 5,036 646 1,097 6.779 1,657 839 648 3,144
no collateral 130,844 468 356 131,668 113,482 606 454 114,542
Total gross loans 235,709 6,422 5,835 247,966 166,903 6,770 8.354 182,027

Group loans to individuals (Retail) : Consumer loans — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% = = = = 1 = 2 3
50% to 60% - - - - - - - -
60% to 70% - - - - - - - -
70% to 80% - - - - - - - -
80% to 90% - - - - - - - -
90% to 100% 3,424 6 1 3,431 - - - -
higher than 100% 3,494 50 17 3,561 - - - -
no collateral 127,018 4,944 3,424 135,386 91,755 3,952 3,209 98,916
Total gross loans 133,936 5,000 3,442 142,378 91,756 3,952 3211 98,919
Bank loans to individuals (Retail) : Consumer loans — L TV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% = = = = 1 = 2 3
50% to 60% - - - - - - - -
60% to 70% - - - - - - - -
70% to 80% - - - - - - - -
80% to 90% - - - - - - - -
90% to 100% 3,424 6 1 3,431 - - - -
higher than 100% 3,494 50 17 3,561 = = = =
no collateral 15,468 260 260 15,988 27,835 310 382 28,527
Total gross loans 22,386 316 278 22,980 27.836 310 384 28,530
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Group loans to individuals (Retail) : Mortgages — L TV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 36,101 1,635 248 37,984 13,305 1,449 157 14911
50% to 60% 10,774 569 92 11,435 8,937 556 178 9,671
60% to 70% 16,707 1,140 104 17,951 10,499 453 162 11,114
70% to 80% 10,594 921 141 11,656 6,177 1,111 935 8,223
80% to 90% 10,876 91 184 11,151 2,268 134 170 2,572
90% to 100% 451 47 68 566 349 105 34 488
higher than 100% 1,424 240 592 2,256 1,383 347 233 1,963
no collateral 9,837 - 24 9,861 2,072 25 45 2,142
Total gross loans 96,764 4,643 1,453 102,860 44,990 4,180 1914 51,084
Bank loans to individuals (Retail) : Mortgages — L TV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 36,101 1,635 248 37,984 13,305 1,449 157 14911
50% to 60% 10,774 569 92 11,435 8,937 556 178 9,671
60% to 70% 16,707 1,140 104 17,951 10,499 453 162 11,114
70% to 80% 10,594 921 141 11,656 6,177 1,111 935 8,223
80% to 90% 10,876 91 184 11,151 2,268 134 170 2,572
90% to 100% 451 47 68 566 349 105 34 488
higher than 100% 1,424 240 592 2,256 1,383 347 233 1,963
no collateral 9,837 - 24 9,861 2,072 25 45 2,142
Total gross loans 96,764 4,643 1,453 102,860 44,990 4,180 1,914 51,084
Group loans to individuals (Retail) : Multiapartment rennovation loans — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% = = = = = = = =
50% to 60% - - - - - - - -
60% to 70% = = = = = = = =
70% to 80% - - - - - - - -
80% to 90% = = = = = = = =
90% to 100% - - - - - - - -
higher than 100% = = = = = = = =
no collateral 105,240 - - 105,240 81,983 - - 81,983
Total gross loans 105,240 = = 105,240 81,983 = = 81,983
Bank loans to individuals (Retail) : Multiapartment rennovation loans — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% = = = = = = = =
50% to 60% - - - - - - - -
60% to 70% - - - - - - - -
70% to 80% - - - - - - - -
80% to 90% = = = = = = = =
90% to 100% - - - - - - - -
higher than 100% = = = = = = = =
no collateral 105,240 - - 105,240 81,983 - - 81,983
Total gross loans 105,240 = = 105,240 81,983 = = 81,983
Group loans to individuals (Retail) : Other — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 6,873 527 83 7,483 5,744 441 2,389 8,574
50% to 60% 1,810 273 2,769 4,852 1,504 461 234 2,199
60% to 70% 1,625 8 133 1,766 2,259 528 2,653 5,440
70% to 80% 275 89 438 802 368 68 234 670
80% to 90% 289 1 85 375 225 9 41 275
90% to 100% 30 1 36 67 128 10 63 201
higher than 100% 118 356 488 962 274 492 415 1,181
no collateral 299 208 93 600 1,592 271 27 1,890
Total gross loans 11,319 1,463 4,125 16,907 12,094 2,280 6,056 20,430
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Bank loans to individuals (Retail) : Other— LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 6,873 527 83 7,483 5,744 441 2,389 8,574
50% to 60% 1,810 273 2,769 4,852 1,504 461 234 2,199
60% to 70% 1,625 8 133 1,766 2,259 528 2,653 5,440
70% to 80% 275 89 438 802 368 68 234 670
80% to 90% 289 1 85 375 225 9 41 275
90% to 100% 30 1 36 67 128 10 63 201
higher than 100% 118 356 488 962 274 492 415 1,181
no collateral 299 208 72 579 1,592 271 27 1,890
Total gross loans 11,319 1,463 4,104 16,886 12,094 2,280 6,056 20,430
Group loans to financial institutions — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% = = = = 1 = = 1
50% to 60% - - - - - - - -
60% to 70% - - - - - - - -
70% to 80% - - - - - - - -
80% to 90% - - - - - - - -
90% to 100% - - - - - - - -
higher than 100% = = = = = = = =
no collateral 15 3,623 - 3,638 27 681 - 708
Total gross loans 15 3,623 = 3,638 28 681 = 709
Bank loans to financial institutions — L TV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% = = = = 1 = = 1
50% to 60% - - - - - - - -
60% to 70% - - - - - - - -
70% to 80% - - - - - - - -
80% to 90% = = = = = = = =
90% to 100% - - - - - - - -
higher than 100% = = = = = = = =
no collateral 96,500 3,623 - 100,123 49,589 681 - 50,270
Total gross loans 96,500 3,623 = 100,123 49,590 681 = 50,271
Group loans to business customers —L TV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 447,108 68,915 18,858 534,881 320,867 56,149 15,595 392,611
50% to 60% 111,485 15,315 11,325 138,125 110,983 14,269 3,008 128,260
60% to 70% 125,066 13,629 6,346 145,041 112,701 17,498 10,765 140,964
70% to 80% 44,847 3,097 4,134 52,078 53,893 9,061 3,106 66,060
80% to 90% 21,498 486 2,858 24,842 29,807 3,158 6,458 39,423
90% to 100% 14,841 1957 6,515 23,313 30,709 3,040 2,504 36,253
higher than 100% 90,772 2,018 18,088 110,878 72,104 8,742 22,009 102,855
no collateral 140,290 11,485 1,131 152,906 124,656 17,907 2,819 145,382
Total gross loans 995,907 116,902 69,255 1,182,064 855,720 129,824 66.264 1,051,808
Bank loans to business customers — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 447,108 68,915 18858 534,881 319,776 56,149 15,595 291,520
50% to 60% 111,485 15315 11,325 138,125 110,984 14,268 3,008 128,260
60% to 70% 125,066 13,629 6346 145,041 112,700 17,498 10,765 140,963
70% to 80% 44,847 3,097 4134 52,078 53,893 9,061 2,695 65,649
80% to 90% 21,498 486 2858 24,842 34,517 3,158 6,458 44,133
90% to 100% 14,841 1957 6515 23,313 30,709 3,040 2,504 36,253
higher than 100% 94,537 2018 18,436 114,991 72,104 8,742 22,009 102,855
no collateral 146,744 12,882 1,131 160,757 134,563 22,299 2,799 159,661
Total gross loans 1,006,126 118,299 69,603 1,194,028 869,246 134,215 65,833 1,069,294
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Group loans to business customers: Large corporates — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 43,310 1,618 1,477 46,405 32,612 928 101 33,641
50% to 60% 5,903 97 119 6,119 8,349 730 - 9,079
60% to 70% 16,378 80 o 16,458 13,107 417 = 13,524
70% to 80% 4,969 - - 4,969 - - - -
80% to 90% 1,133 - - 1,133 13,794 - - 13,794
90% to 100% 1,036 - - 1,036 - - - -
higher than 100% 39,215 105 o 39,320 11,931 116 = 12,047
no collateral 3916 - 299 4,215 3,144 - - 3,144
Total gross loans 115,860 1,900 1,895 119,655 82,937 2,191 101 85,229
Bank loans to business customers: Large corporates — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 43,310 1,618 1,477 46,405 32,612 928 101 33,641
50% to 60% 5,903 97 119 6,119 8,349 730 - 9,079
60% to 70% 16,378 80 - 16,458 13,107 417 - 13,524
70% to 80% 4,969 - - 4,969 - - - -
80% to 90% 1,133 - - 1,133 13,794 - - 13,794
90% to 100% 1,036 - - 1,036 - - - -
higher than 100% 39,215 105 = 39,320 11,931 116 = 12,047
no collateral 3916 - 299 4,215 3,144 - - 3,144
Total gross loans 115,860 1,900 1,895 119,655 82,937 2,191 101 85,229
Group loans to business customers: SME — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 401,512 66,962 17,381 485,855 286,809 54,982 15,494 357,285
50% to 60% 105,582 15,138 11,206 131,926 102,586 13,539 3,008 119,133
60% to 70% 108,017 13,549 6,346 127912 98,820 16,979 10,765 126,564
70% to 80% 39,878 3,097 4,134 47,109 53,879 9,061 3,106 66,046
80% to 90% 19,414 486 1,428 21,328 16,013 3,158 5,040 24,211
90% to 100% 13,805 1,957 6,515 22,277 30,709 3,040 2,504 36,253
higher than 100% 51,400 1,815 18,088 71,303 59,082 8,528 22,009 89,619
no collateral 37,353 11,073 774 49,200 28,150 17,474 2,693 48,317
Total gross loans 776,961 114,077 65,872 956,910 676,048 126,761 64,619 867,428
Bank loans to business customers: SME — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 401,512 66,962 17,381 485,855 285,718 54,982 15,494 356,194
50% to 60% 105,582 15,138 11,206 131,926 102,587 13,538 3,008 119,133
60% to 70% 108,017 13,549 6,346 127,912 98,819 16,979 10,765 126,563
70% to 80% 39,878 3,097 4,134 47,109 53,879 9,061 2,695 65,635
80% to 90% 19,414 486 1,428 21,328 20,723 3,158 5,040 28,921
90% to 100% 13,805 1957 6,515 22,277 30,709 3,040 2,504 36,253
higher than 100% 55,165 1,815 18,436 75416 59,082 8,528 22,009 89,619
no collateral 43,807 12,470 774 57,051 38,057 21,866 2,673 62,596
Total gross loans 787,180 115,474 66,220 968,874 689,574 131,152 64,188 884,914
Group loans to business customers: Central and local authorities, administrative bodies and other — L TV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 2,286 335 - 2,621 1,446 239 - 1,685
50% to 60% - 80 - 80 48 - - 48
60% to 70% 671 - - 671 774 102 - 876
70% to 80% - - - - 14 - - 14
80% to 90% 951 - 1,430 2,381 - - 1,418 1,418
90% to 100% - - - - - - - -
higher than 100% 157 98 - 255 1,091 98 - 1,189
no collateral 99,021 412 58 99,491 93,362 433 126 93,921
Total gross loans 103,086 925 1,488 105,499 96,735 872 1,544 99,151
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Bank loans to business customers: Central and local authorities, administrative bodies and other — LTV distribution

2019 2018

LTVratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 2,286 335 = 2,621 1,446 239 = 1,685
50% to 60% - 80 - 80 48 - - 48
60% to 70% 671 o o 671 774 102 o 876
70% to 80% - - - - 14 - - 14
80% to 90% 951 = 1,430 2,381 = = 1,418 1,418
90% to 100% - - - - - - - -
higher than 100% 157 98 = 255 1,091 98 = 1,189
no collateral 99,021 412 58 99,491 93,362 433 126 93,921
Total gross loans 103,086 925 1,488 105,499 96,735 872 1,544 99,151

e) Loans to customers against which no impairment loss allowance is recognized

Loans to customers contain loans against which no loss impairment loss allowance was recognized because of sufficiency of collateral. Such
loans are summarized in the following table:

Group, as at 31 December 2019 Gross value
Stage 1 Stage 2 Stage 3 Total LTV
Loans to financial institutions 15 - - 15 0%
Loans to individuals: 52,717 3,471 839 57,027 29%
Mortgages - 42,866 2,677 391 45,934 38%
Other- 9,851 794 448 11,093 20%
Loans to business customers: 527,221 68,642 13,794 609,657 30%
Centraland local authorities, administrative bodies and other - 2,928 335 - 3,263 16%
Large corporates - 21,872 271 299 22,442 38%
SME - 502,421 68,036 13,495 583,952 35%
Total 579,953 72,113 14,633 666,699 30%

Group, as at 31 December 2018 Gross value
Stage 1 Stage 2 Stage 3 Total LTV
Loans to financial institutions 28 - - 28 1%
Loans to individuals: 38,152 3,001 3,127 44,280 31%
Mortgages - 29,518 2,046 360 31,924 37%
Other- 8,634 955 2,767 12,356 17%
Loans to business customers: 387,080 54,063 9,986 451,129 26%
Centraland local authorities, administrative bodies and other - 2,267 79 = 2,346 5%
Large corporates - 21,745 474 101 22,320 18%
SME - 363,068 53,510 9,885 426,463 26%
Total 425,260 57,064 13,113 495,437 26%

f) Purchased or originated credit-impaired (POCI) loans to customers

Loans to customers contain POCI loans to customers. Major part of these loans were acquired under the transaction transfer of assets, rights,
transactions and liabilities of Ukio Bankas under a discount over their nominal value due to their non-performing status at the time of transfer.
Details on POClloans are summarized in the following table:

As at 31 December 2019 As at 31 December 2018

Gross Carrying Gross Carrying

value Impairment value value Impairment value

Loans to financial institutions - - - - - -
Loans to individuals: 194 (9) 185 446 (55) 391
Consumer loans - - - - - - -

Mortgages - 178 (9) 169 189 (13) 176

Other 16 16 257 (42) 215

Loans to business customers: 3,245 (769) 2,476 5,624 (1,595) 4,029
Central and local authorities, administrative bodies and other - - - - - - -
Large corporates - - - - - - -

SME 3,245 (769) 2,476 5,624 (1,595) 4,029

Total 3,439 (778) 2,661 6,070 (1,650) 4,420

g) Modifications of loans to customers

The amortized cost before modification of loans with lifetime ECL whose cash flows were modified during 2019 as part of Group's restructuring
activities was EUR 68,107 thousand, these modifications resulted in a net gain of EUR 101 thousand. The amortized cost before modification of
loans with lifetime ECL whose cash flows were modified during 2018 as part of Group's restructuring activities was EUR 66,810 thousand, these
modifications resulted in a netloss of EUR 17 thousand.
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FINANCIAL RISK MANAGEMENT (continued)

1.6. Finance lease receivables

Finance lease receivables are summarised as follows:

2019 2018

\ Group Bank Group Bank

Business customers \ 136,144 135,348 105,634 104,784

Individuals 25,414 25,379 21,100 21,027

Gross 161,558 160,727 126,734 125,811

Subtract: Allowance for impairment (3,961) (3,187) (2,646) (1,842)
Net 157,597 157,540 124,088 123,969

During the year ended 31 December 2019, finance lease receivables portfolio of the Group increased by 27.5% (2018: 36.2%). Total impairment
provisions for finance lease receivables of the Group amount to EUR 3,961 thousand (2018: EUR 2,646 thousand) and account for 2.45% of the
respective portfolio (2018: 2.09%).

a) Credit grades of finance lease receivables

The bank uses internal grade system that has 5 internal grades (1 — best, 5 —worst). Standard finance lease receivable is a receivable when the
borrower's financial performance is either very good or good (i.e. internal grades 1 or 2). Watch finance lease receivable is a receivable when the
borrower's financial performance is satisfactory (i.e. internal grade 3). Substandard finance lease receivable is a receivable when the borrower's
financial performance is poor or bad (i.e. internal grade 4 or 5). Problem finance lease receivable is a receivable when the payment is overdue for
over 90 days, or the borrower is bankrupt, or the contract is terminated. Finance lease receivables from individuals are assessed based on
application scorings when decision is made. After they are granted they are monitored based on their past due status.

Group finance lease receivables

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Standard 73,349 964 278 74,591 52,819 1,501 456 54,776
Watch 58,679 13,101 5,686 77,466 43,218 13,768 4,987 61,973
Substandard 740 1,935 544 3,219 1,078 2,856 322 4,256
Problem - - 6,282 6,282 - - 5,729 5,729
Gross 132,768 16,000 12,790 161,558 97,115 18,125 11,494 126,734
Less: allowance for
impairment (693) (445) (2,823) (3,961) (349) (537) (1,760) (2,646)
Net 132,075 15,555 9,967 157,597 96,766 17,588 9,734 124,088
Bank finance lease receivables
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Standard 73,348 964 279 74,591 52,801 1,501 456 54,758
Watch 58,677 13,101 5,686 77,464 43,203 13,767 4,986 61,956
Substandard 739 1,935 544 3,218 1,075 2,857 322 4,254
Problem - - 5,454 5,454 - - 4,843 4,843
Gross 132,764 16,000 11,963 160,727 97,079 18,125 10,607 125,811
Less: allowance for
impairment (692) (445) (2,050) (3,187) (349) (538) (955) (1,842)
Net 132,072 15,555 9,913 157,540 96,730 17,587 9,652 123,969
Group finance lease receivables — business customers
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Standard 50,008 426 258 50,692 33,939 632 256 34,827
Watch 57,882 12,928 5,686 76,496 42,675 13,656 4,986 61,317
Substandard 351 1918 544 2,813 903 2,798 322 4,023
Problem - - 6,143 6,143 - - 5,467 5,467
Gross 108,241 15,272 12,631 136,144 77,517 17,086 11,031 105,634
Less: allowance for
impairment (468) (405) (2,697) (3,570) (260) (490) (1,587) (2,337)
Net 107,773 14,867 9,934 132,574 77,257 16,596 9,444 103,297
Bank finance lease receivables —business customers
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Standard 50,008 426 258 50,692 33,939 632 256 34,827
Watch 57,882 12,928 5,686 76,496 42,675 13,655 4,986 61,316
Substandard 351 1918 544 2,813 903 2,799 322 4,024
Problem - - 5,347 5,347 - - 4,617 4,617
Gross 108,241 15,272 11,835 135,348 77,517 17,086 10,181 104,784
Less: allowance for
impairment (468) (405) (1,955) (2,828) (260) (491) (818) (1,569)
Net 107,773 14,867 9,880 132,520 77,257 16,595 9,363 103,215
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FINANCIAL RISK MANAGEMENT (continued)

Group finance lease receivables — individuals

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Standard 23,341 538 20 23,899 18,880 869 200 19,949
Watch 797 173 - 970 543 112 1 656
Substandard 389 17 = 406 175 58 = 233
Problem - - 139 139 - - 262 262
Gross 24,527 728 159 25,414 19,598 1,039 463 21,100

Less: allowance for
impairment (225) (40) (126) (391) (89) (47) (173) (309)
Net 24,302 688 33 25,023 19,509 992 290 20,791
Bank finance lease receivables — individuals
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Standard 23,340 538 21 23,899 18,862 869 200 19,931
Watch 795 173 - 968 528 112 - 640
Substandard 388 17 = 405 172 58 = 230
Problem - - 107 107 - - 226 226
Gross 24,523 728 128 25,379 19,562 1,039 426 21,027

Less: allowance for
impairment (224) (40) (95) (359) (89) (47) (137) (273)
Net 24,299 688 33 25,020 19,473 992 289 20,754

b) Payment delays of finance lease receivables

Group finance lease receivables
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Not past due 120,650 11,808 6,130 138,588 81,625 12,946 5,624 100,195
Past due up to 30 days 12,118 2,555 309 14,982 15,481 3,529 135 19,145
Past due 31-90 days = 1,637 135 1,772 9 1,650 7 1,666
Past due more than 90 days - - 6,216 6,216 - - 5728 5728
Gross 132,768 16,000 12,790 161,558 97,115 18,125 11,494 126,734
Less: allowance for impairment (693) (445) (2,823) (3,961) (349) (537) (1,760) (2,646)
Net 132,075 15,555 9,967 157,597 96,766 17,588 9,734 124,088
Bank finance lease receivables
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Not past due 120,648 11,808 6,130 138,586 81,595 12,947 5,623 100,165
Past due up to 30 days 12,116 2,555 310 14,981 15,475 3,528 136 19,139
Past due 31-90 days = 1,637 135 1,772 9 1,650 5 1,664
Past due more than 90 days - - 5,388 5,388 - - 4,843 4,843
Gross 132,764 16,000 11,963 160,727 97,079 18,125 10,607 125,811
Less: allowance for impairment (692) (445) (2,050) (3,187) (349) (538) (955) (1,842)
Net 132,072 15,555 9913 157,540 96,730 17,587 9,652 123,969
Group finance lease receivables — business customers
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Not past due 99,007 11,692 6,112 116,811 64,856 12,580 5,442 82,878
Past due up to 30 days 9,234 2,511 305 12,050 12,652 3,467 120 16,239
Past due 31-90 days = 1,069 135 1,204 9 1,039 3 1,051
Past due more than 90 days - - 6,079 6,079 - - 5,466 5,466
Gross 108,241 15,272 12,631 136,144 77,517 17,086 11,031 105,634
Less: allowance for impairment (468) (405) (2,697) (3,570) (260) (490) (1,587) (2,337)
Net 107,773 14,867 9,934 132,574 77,257 16,596 9,444 103,297
Bank finance lease receivables — business customers
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Not past due 99,007 11,692 6,112 116,811 64,856 12,581 5,440 82,877
Past due up to 30 days 9,234 2,511 305 12,050 12,652 3,466 121 16,239
Past due 31-90 days - 1,069 135 1,204 9 1,039 3 1,051
Past due more than 90 days - - 5,283 5283 - - 4,617 4,617
Gross 108,241 15,272 11,835 135,348 77,517 17,086 10,181 104,784
Less: allowance for impairment (468) (405) (1,955) (2,828) (260) (491) (818) (1,569)
Net 107,773 14,867 9,880 132,520 77,257 16,595 9,363 103,215
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Group finance lease receivables — individuals

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Not past due 21,643 116 18 21,777 16,769 366 182 17,317
Past due up to 30 days 2,884 44 4 2,932 2,829 62 15 2,906
Past due 31-90 days = 568 = 568 = 611 4 615
Past due more than 90 days - - 137 137 - - 262 262
Gross 24,527 728 159 25,414 19,598 1,039 463 21,100
Less: allowance for
impairment (225) (40) (126) (391) (89) (47) (173) (309)
Net 24,302 688 33 25,023 19,509 992 290 20,791
Bank finance lease receivables —individuals
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Not past due 21,641 116 18 21,775 16,739 366 183 17,288
Past due up to 30 days 2,882 44 5 2,931 2,823 62 15 2,900
Past due 31-90 days = 568 = 568 = 611 2 613
Past due more than 90 days - - 105 105 - - 226 226
Gross 24,523 728 128 25,379 19,562 1,039 426 21,027
Less: allowance for
impairment (224) (40) (95) (359) (89) (47) (137) (273)
Net 24,299 688 33 25,020 19,473 992 289 20,754
c) Stage 3 Finance lease receivables
31 December 2019
Group Bank
Allowance for Fellrvellss Gross  Allowance for Far el
Gross value ) ) Net value of . ) Net value of
impairment value impairment
collateral collateral
31 December 2019:
Business customers 12,631 (2,697) 9,934 11,687 11,835 (1,955) 9,880 11,687
Individuals 159 (126) 33 120 128 (95) 33 120
Total finance lease receivables 12,790 (2.823) 9,967 11,807 11,963 (2,050) 9,913 11,807
31 December 2018
Group Bank
Allowance for Fellroellss Gross  Allowance for Fair el
Gross value ) ) Net value of ) ) Net value of
impairment value impairment
collateral collateral
31 December 2018:
Business customers 11,031 (1,587) 9,444 10,710 10,181 (818) 9,363 9,860
Individuals 463 (173) 290 394 426 (137) 289 357
Total finance lease receivables 11,494 (1,760) 9,734 11,104 10,607 (955) 9,652 10,217

d) Information about risk mitigation measures for finance lease receivables

Upon initial recognition of financial lease receivables, the fair value of risk mitigation measures is based on valuation approaches commonly used
for the corresponding types of assets. Market values are used for real estate and movable assets serving as risk mitigation measures. In
subsequent periods, the fair value of risk mitigation measures is updated based on their depreciation rates.

If exposure is secured by several different types of risk mitigation measures, priority in their recognition is based on their liquidity. Transport
vehicles are treated as having highest liquidity followed by residential real estate and then other real estate. Equipment and other assets are

treated as having lowest liquidity.

The lender remains the owner of the leased object. Therefore, in case of customer defaultit is able to gain control on the risk mitigation measures
and realize them in rather short period.
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Following tables present the lower of lease receivable and collateral amount per agreement.

The Group
2019 2018
Individuals Business Total Individuals Business Total

customers customers
Unsecured finance lease receivables 599 3,217 3,816 926 6,338 7,264
Finance lease receivables secured by:

transport vehicles - 23,718 83,185 106,903 18,903 54,516 73,419
real estate - 926 25,983 26,909 1,105 26,902 28,007
equipment and other - 171 23,759 23,930 166 17,878 18,044
Total 25,414 136,144 161,558 21,100 105,634 126,734

The Bank
2019 2018
Individuals Business Total Individuals Business Total

customers customers
Unsecured finance lease receivables 599 3,217 3,816 925 6,338 7,263
Finance lease receivables secured by:

transport vehicles - 23,718 83,185 106,903 18,890 54,515 73,405
real estate - 895 25,983 26,878 1,074 26,902 27,976
equipment and other - 167 22,963 23,130 138 17,029 17,167
Total 25,379 135,348 160,727 21,027 104,784 125,811

The following tables present the LTV distributions of finance lease receivables:

Group finance lease receivables — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 77,912 8,450 8,961 95,323 56,175 10,798 8,616 75,589
50% to 60% 13,752 1,545 424 15,721 10,255 2,072 667 12,994
60% to 70% 15,172 1,513 450 17,135 10,221 1,586 229 12,036
70% to 80% 12,267 1,969 669 14,905 7,600 1,672 207 9,479
80% to 90% 8,802 1,613 727 11,142 6,980 1,018 81 8,079
90% to 100% 2,949 448 437 3,834 3,061 499 296 3,856
higher than 100% 1,363 452 990 2,805 1,034 210 999 2,243
no collateral 551 10 132 693 1,789 270 399 2,458
Total gross loans 132,768 16,000 12,790 161,558 97,115 18,125 11,494 126,734

Bank finance lease receivables — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 77,912 8,450 8,961 95,323 56,175 10,798 8,616 75,589
50% to 60% 13,752 1,545 424 15,721 10,255 2,072 667 12,994
60% to 70% 15,172 1,513 450 17,135 10,220 1,586 228 12,034
70% to 80% 12,267 1,969 669 14,905 7,600 1,672 207 9,479
80% to 90% 8,802 1,613 727 11,142 6,981 1,018 81 8,080
90% to 100% 2,949 448 437 3,834 3,026 499 296 3,821
higher than 100% 1,363 452 194 2,009 1,034 210 144 1,388
no collateral 547 10 101 658 1,788 270 368 2,426
Total gross loans 132,764 16,000 11,963 160,727 97,079 18,125 10,607 125,811

Group finance lease receivables: Individuals — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 15,987 372 37 16,396 12,512 596 227 13,335
50% to 60% 2,191 78 55 2,324 1,792 167 13 1972
60% to 70% 1,693 31 o 1,724 1,525 36 8 1,569
70% to 80% 1,430 88 - 1,518 1,292 78 22 1,392
80% to 90% 1,099 81 6 1,186 921 38 20 979
90% to 100% 858 46 3 907 705 75 16 796
higher than 100% 1,058 25 24 1,107 574 5 57 636
no collateral 211 7 34 252 277 44 100 421
Total gross loans 24,527 728 159 25,414 19,598 1,039 463 21,100
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Bank finance lease receivables: Individuals — LTV distribution

2019 2018

LTV ratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 15,987 372 37 16,396 12,512 596 227 13,335
50% to 60% 2,191 78 55 2,324 1,792 167 13 1972
60% to 70% 1,693 31 - 1,724 1,524 36 8 1,568
70% to 80% 1,430 88 - 1,518 1,292 78 22 1,392
80% to 90% 1,099 81 6 1,186 922 38 20 980
90% to 100% 858 46 3 907 670 75 16 761
higher than 100% 1,058 25 24 1,107 574 5 57 636
no collateral 207 7 3 217 276 44 63 383
Total gross loans 24,523 728 128 25,379 19,562 1,039 426 21,027
Group finance lease receivables: Business customers — LTV distribution

2019 2018

LTVratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 61,925 8,078 8,924 78,927 43,663 10,202 8,389 62,254
50% to 60% 11,561 1,467 369 13,397 8,463 1,905 654 11,022
60% to 70% 13,479 1,482 450 15,411 8,696 1,550 221 10,467
70% to 80% 10,837 1,881 669 13,387 6,308 1,594 185 8,087
80% to 90% 7,703 1,532 721 9,956 6,059 980 61 7,100
90% to 100% 2,091 402 434 2,927 2,356 424 280 3,060
higher than 100% 305 427 966 1,698 460 205 942 1,607
no collateral 340 3 98 441 1,512 226 299 2,037
Total gross loans 108,241 15,272 12,631 136,144 77,517 17,086 11,031 105,634
Bank finance lease receivables: Business customers — L TV distribution

2019 2018

LTVratio: Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

lower than 50% 61,925 8,078 8924 78,927 43,663 10,202 8,389 62,254
50% to 60% 11,561 1,467 369 13,397 8,463 1,905 654 11,022
60% to 70% 13,479 1,482 450 15411 8,696 1,550 220 10,466
70% to 80% 10,837 1,881 669 13,387 6,308 1,594 185 8,087
80% to 90% 7,703 1,532 721 9,956 6,059 980 61 7,100
90% to 100% 2,091 402 434 2927 2,356 424 280 3,060
higher than 100% 305 427 170 902 460 205 87 752
no collateral 340 3 98 441 1512 226 305 2,043
Total gross loans 108,241 15,272 11,835 135,348 77,517 17,086 10,181 104,784

e) Finance lease receivables against which no impairment loss allowance is recognized

Finance lease receivables contain receivables against which no loss impairment loss allowance was recognized because of sufficiency of collateral.
Such receivables are summarized in the following table:

At 31 December 2019: Gross value
Stage 1 Stage 2 Stage 3 Total LTV
Business customers 24,075 4,011 8,447 36,533 26%
Individuals | 3,997 97 16 4,110 23%
Total 28,072 4,108 8,463 40,643 25%
At 31 December 2018: Gross value
‘ Stage 1 Stage 2 Stage 3 Total LTV
Business customers 23,531 6,755 8,925 39,211 25%
Individuals | 3,033 141 187 3,361 17%
Total 26,564 6,896 9,112 42,572 24%
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1.7. Other financial assets

Other financial assets consist of amounts receivable. Their perfomance is monitored based on the past due status.

The Group
2019 2018
Individuals Business Total Individuals Business Total

customers customers

Stage 1 644 7,676 8,320 284 13,237 13,521
Stage 2 - 15 15 - 10 10
Stage 3 7 50 57 12 65 77
Gross 651 7,741 8,392 296 13,312 13,608
Less: allowance for impairment (16) (501) (517) (21) (374) (395)
Net 635 7.240 7.875 275 12,938 13,213

The Bank
2019 2018
Individuals Business Total | Individuals Business Total

customers customers

Stage 1 496 7,166 7,662 93 12,913 13,006
Stage 2 - 15 15 - 10 10
Stage 3 7 50 57 7 57 64
Gross 503 7,231 7,734 100 12,980 13,080
Less: allowance for impairment (7) (498) (505) (9) (363) (372)
Net 496 6,733 7.229 91 12,617 12,708
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1.8. Concentration of risks of financial assets with credit risk exposure
Industry sectors

The following table breaks down the main credit exposures at their carrying amounts, as categorized by the industry sectors of our
counterparties.
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At 31 December 2019:
Cash equivalents 31,411 - - - - - 90,184 - - - - 121,595
Loans and advances to banks 280 = = = = = = = = - - 280
Loans and advances to customers: 32,999 157,436 184,503 221,495 95,366 124,847 97,568 58,748 31,724 356,728 153,164 1,514,578
Loans and advances to financial institutions 3,600 = = = = = = = = = = 3,600
Loans to individuals (Retail): - - - - - - - - - 356,728 - 356,728
Consumerloans - = = = = = = = = = 134,519 = 134,519
Mortgages - - - - - - - - - - 101,727 - 101,727
Multiapartment rennovation loans - = = = = = = = = = 104,617 = 104,617
Other - - - - - - - - - - 15,865 - 15,865
Loans to business customers: 29,399 157,436 184,503 221,495 95,366 124,847 97.568 58,748 31,724 = 153,164 1,154,250
Large corporates - - 275 73,038 - 21,436 - - 233 15,186 - 8,258 118,426
SME - 29,399 157,128 111,465 221,044 73,880 124,847 499 58,515 13,982 o 140,437 931,196
Central and local authorities,
administrative bodies and other - B 33 B 451 50 B 97.069 B 2556 B 4.469 104,628
Finance lease receivables: 759 20,523 12,096 6,252 8,241 5,769 = 29,979 1,324 25,023 47,631 157,597
Individuals - - - - - - - - - - 25,023 - 25,023
Business customers - 759 20,523 12,096 6,252 8,241 5,769 = 29,979 1,324 = 47,631 132,574
Securities in the trading book: 31,857 481 461 34 - - 4,876 462 21 - 2,235 40,427
Debt securities - 10,243 481 297 o = S 4,876 392 o o 1,815 18,104
Equity securities - 21,614 - 164 34 - - - 70 21 - 420 22,323
Derivative financial instruments 910 3 = = = = = = = 24 49 986
Investment securities at fair value: 11,273 - - - - - 1,343 - - - 1,443 14,059
Equity securities - 4,949 = = = = = = = = = 157 5,106
Debt securities - 6,324 - - - - - 1,343 - - - 1,286 8953
Investment securities at amortized cost: 51,310 1,608 42,962 1,009 = = 375,498 3,014 3,990 = 66,458 545,849
Debt securities - 51,310 1,608 42,962 1,009 - - 375,498 3,014 3,990 - 66,458 545,849
Otherfinancial assets 1,652 13 65 14 5 2 53 6 2 635 5,428 7.875
Credit risk exposures relating to off—balance _
sheet items are as follows:
Financial guarantees - 8,327 13,330 5576 657 10,448 250 = 1,236 38 62 4,501 44,425
Letters of credit - - - 10,926 - - - - 2,853 - - - 13,779
Loan commitments and other credt 1137 19,378 51902 25018 27931 8,384 3,434 15,667 3,000 32397 66505 254,753
related liabilities -
Totalat 31 December2019 171915 212,772 308.491 254,479 141,991 139,252 572,956 111,965 40,099 414,869 347.414 2,716,203
At 31 December 2018:
Cash equivalents 28,925 = = = = = 11,999 = = = = 40,924
Loans and advances to banks 2,090 - - - - - - - - - - 2,090
Loans and advances to customers: 9.627 153,485 158,947 179.672 94,767 115,984 91,752 20,916 32,865 243,078 161,074 1,262,167
Loans and advances to financial institutions 693 - - - - - - - - - - 693
Loans to individuals (Retail): = = = = = = = = = 243,078 = 243,078
Consumer loans - - - - - - - - - - 91,524 - 91,524
Mortgages - = = = = = = = = = 50,203 = 50,203
Multiapartment rennovation loans - - - - - - - - - - 81,806 - 81,806
Other - = = = = = = = = = 19,545 = 19,545
Loans to business customers: 8.934 153,485 158,947 179,672 94,767 115984 91,752 20,916 32,865 - 161074 1018396
Large corporates - = 523 57,602 = 11,145 = = 6 15,459 = 241 84,976
SME - 8,934 152,962 101,345 179.624 83,546 115,984 502 20910 14,570 - 157,136 835,513
Central and local authorities,
administrative bodies and other - = = = 48 76 = 91,250 = 2,836 = 3,697 97,907
Finance lease receivables: 725 17,690 12,925 6,194 7,683 6,402 467 20,796 845 20,791 29,570 124,088
Individuals - S S o o S S o S o 20,791 o 20,791
Business customers - 725 17,690 12,925 6,194 7,683 6,402 467 20,796 845 - 29,570 103,297
Securities in the trading book: 30.780 2,563 4,569 275 o o 13533 169 409 o 7.884 60,182
Debt securities - 13,426 2,549 4,531 239 - - 13,533 155 387 - 7.564 42,384
Equity securities - 17,354 14 38 36 = = = 14 22 = 320 17,798
Derivative financial instruments 737 26 4 - 1 - - 7 - 181 241 1,197
Investment securities at fair value: 11,914 = 1,909 11 = = 3,325 = = = 3,948 21,107
Equity securities - 4,277 - - 11 - - - - - - 440 4,728
Debt securities - 7.637 = 1.909 = = = 3,325 = = = 3,508 16,379
Investment securities at amortized cost: 53,194 2,280 42,103 1.009 - - 463,943 3,015 3,981 - 69,130 638,655
Debt securities - 53,194 2,280 42,103 1,009 = = 463,943 3,015 3,981 = 69,130 638,655
Otherfinancial assets - 34 29 29 4 6 - 5 1 275 12,830 13,213
Credit risk exposures relating to off —balance
sheet items are as follows:
Financial guarantees - 1,061 10,178 4,206 808 8,201 190 - 1,015 24 - 13,972 39,655
Letters of credit - = 72 486 = 183 = = = = = 19 760
Loan commitments and other credit
related liabilities - - 19,320 29,966 30,907 21,604 8,178 4,260 8,444 986 88,635 53,107 265,407
Totalat 31 December2018 139,053 205,648 255,144 218,905 132,443 130,760 589,279 54,367 39,111 352,960 351,775 2,469,445
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At 31 December 2019:
Cash equivalents 28,192 - - - - - 90,184 - - - - 118,496
Loans and advances to banks 280 = = = = = = = = - - 280
Loans and advances to customers: 133,026 157,436 184,503 225,650 100,075 124,847 97,568 58,748 31,724 244,257 152,218 1,510,052
Loans and advances to financial institutions 100,085 = = = = = = - - - - 100,085
Loans to individuals (Retail): - - - - - - - - - 244,257 - 244,257
Consumer loans - = = = = = = = = = 22,048 = 22,048
Mortgages - - - - - - - - - - 101,727 - 101,727
Multiapartment rennovation loans - = = = = = = = = = 104,617 = 104,617
Other - - - - - - - - - - 15,865 - 15,865
Loans to business customers: 32,941 157,436 184,503 225,650 100,075 124,847 97,568 58,748 31,724 = 152,218 1,165,710
Large corporates - - 275 73,038 - 21,436 - - 233 15,186 - 8,258 118,426
SME - 32,941 157,128 111,465 225,199 78,589 124,847 499 58,515 13,982 = 139,491 942,656
Centralandlocalauthorities, - 33 - 451 50 - 97.069 - 2.556 - 4469 104628
administrative bodies and other -
Finance lease receivables: 759 20,523 12,042 6,252 8,241 5,769 = 29,979 1,324 25,020 47,631 157,540
Individuals - - - - - - - - - - 25,020 - 25,020
Business customers - 759 20,523 12,042 6,252 8.241 5,769 = 29,979 1,324 = 47,631 132,520
Securities in the trading book: 10,169 - 461 34 - - 2,535 462 21 - 1,672 15,354
Debt securities - 10,070 = 297 = = = 2,535 392 = = 1,252 14,546
Equity securities - 99 - 164 34 - - - 70 21 - 420 808
Derivative financial instruments 910 3 = = = = = = = 24 49 986
Investment securities at fair value: 6,824 - - - - - 1,343 - - - 1,324 9,491
Equity securities - 895 = = = = = = = = = 38 933
Debt securities - 5,929 - - - - - 1,343 - - - 1,286 8,558
Investment securities at amortized cost: 49,982 1,003 42,522 1,009 = = 370,824 3,014 3,990 = 63,135 535,479
debt securities - 49,982 1,003 42,522 1,009 - - 370,824 3,014 3,990 - 63,135 535,479
Other financial assets 1,652 13 65 14 5i 2 53 6 2 496 4,921 7.229
Credit risk exposures relating to off—balance
sheet items are as follows:
Financial guarantees - 8,391 13,330 5576 657 10,448 250 = 1,236 38 62 4,501 44,489
Letters of credit - - - 10,926 - - - - 2,853 - - - 13,779
Loan commitments and other credit 31,050 19378 51,902 25018 27,981 8,384 3,434 15,667 3,000 32,397 64,213 282424
related liabilities -
Total at 31 December 2019: 271,235 211,686 307,997 258,634 146,750 139,252 565,941 111,965 40,099 302,256 339,664 2,695,599
At 31 December 2018:
Cash equivalents 28,736 = = = = = 11,999 = = = = 40,735
Loans and advances to banks 2,090 - - - - - - - - - - 2,090
Loans and advances to customers: 63,414 153,485 158,947 188,030 100,730 115,984 91,752 20,916 32,865 178,632 159,986 1,264,741
Loans and advances to financial institutions 50,255 - - - - - - - - - - 50,255
Loans to individuals (Retail): = = = = = o o o o 178,632 o 178,632
Consumer loans - - - - - - - - - - 27,078 - 27,078
Mortgages - = = = = = = = = = 50,203 = 50,203
Multiapartment rennovation loans - - - - - - - - - - 81,806 - 81,806
Other - = = = = = = = = = 19,545 = 19,545
Loans to business customers: 13,159 153,485 158,947 188,030 100,730 115,984 91,752 20,916 32,865 - 159,986 1,035,854
Large corporates - = 523 57,602 = 11,145 = = 6 15,459 = 241 84,976
SME - 13,159 152,962 101,345 187,982 89,509 115,984 502 20,910 14,570 - 156,048 852,971
Central and local authorities,
administrative bodies and other - = = = 48 76 = 91,250 = 2,836 = 3,697 97,907
Finance lease receivables: 725 17,689 12,870 6,194 7,683 6,390 467 20,782 845 20,754 29,570 123,969
Individuals - = o o o o - - o o 20,754 o 20,754
Business customers - 725 17,689 12,870 6,194 7.683 6,390 467 20,782 845 - 29,570 103,215
Securities in the trading book: 10,732 1,753 3,768 36 o o 5,637 14 409 o 5,547 27,896
Debt securities - 10,612 1,739 3,730 - - - 5,637 - 387 - 5,227 27,332
Equity securities - 120 14 38 36 = = = 14 22 = 320 564
Derivative financial instruments 737 26 4 - 1 - - 7 - 181 241 1,197
Investment securities at fair value: 7.730 = 1,909 11 = = 3,325 = = = 3,532 16,507
Equity securities - 488 - - 11 - - - - - - 24 523
Debt securities - 7,242 = 1,909 = = = 3,325 = = = 3,508 15,984
Investment securities at amortized cost: 53,194 2,280 42,103 1.009 - - 463,943 3,015 3,981 - 69,130 638,655
debt securities - 53,194 2,280 42,103 1,009 = = 463,943 3,015 3,981 = 69,130 638,655
Other financial assets - 34 29 29 4 6 - 5 1 91 12,509 12,708
Credit risk exposures relating to off —balance
sheet items are as follows:
Financial guarantees - 1,126 10,178 4,206 808 8,201 190 - 1015 24 - 13,972 39,720
Letters of credit - = 72 486 = 183 = = = = = 19 760
Loan commitments and other credit
related liabilities - 15,471 19,320 29,981 34,838 22,413 8,178 4,260 8,444 986 88,635 53,092 285,618
Total at 31 December 2018: 183.955 204,837 254,303 230,955 139.215 130,748 581,383 54,198 39,111 288,293 347,598 2,454,596

In 2018, the concentration risk management system was upgraded —a system of internal concentration key risk indicators, which are monitored
on aregular basis, was introduced. As at 31 December 2019 the Group and the Bank were compliant with the internal limits.
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FINANCIAL RISK MANAGEMENT (continued)

Concentration exposure

As at 31 December 2019, the largest single exposure comprising loans to several related borrowers treated as a single borrower not secured by
the Lithuanian Government guarantees, amounted to EUR 40.0 million, i.e. 14.83% of the Bank's calculated capital (2018: EUR 39.2 million or
18.23% of the Bank's calculated capital).

2. Market risk

The Group takes on exposure to market risk, which means the risk for the Group to incur losses due to the adverse fluctuations in the market
parameters such as currency exchange rates (foreign currency risk), interest rates (interest rate risk) or securities prices (securities risk).
Securities and interest rate risks are the most significant market risks for the Group while other market risks are of lower significance.

2.1. Foreign exchange risk

The management of the currency exchange risk is regulated by the "Currency Exchange Risk Management Procedures” which specify the
principles allowing the Group to reduce the incurred foreign currency fluctuation risk to minimum. The Group is not engaged in any speculative
transactions through which it could expect to earn profit from the open currency positions after changes in currency rate. Open foreign currency
positions are observed daily and, if needed, closed using currency derivative contracts. The Market and Treasury Department of the Bank bears
responsibility for the Group's compliance with the Currency Exchange Risk Management Procedures, Risk Management and Reporting
Department performs the ex post control of currency risk management and compliance with the limits for open positions. The limits are imposed
by the Risk Management Committee and subject to annual or more frequent review.

The Group and the Bank monitors the foreign currency risk by calculating open currency position. Open currency position (OCP) is equal to assets
in the balance sheet and off-balance sheet less balance sheet and off-balance sheet liabilities in a single currency. There are two types of OCP,
i.e. long and short. Long position means that Group's assets exceed liabilities in given currency, whereas short position means that liabilities
exceed assets. The Group also calculates Overall net open position (ONOP), which is the higher of the total short or total long positions. As at 31
December 2019 the Group's ONOP to capital ratio was 0.22% (2018: 0.17%), the Bank's ONOP to capital ratio was 0.22% (2018: 0.11%).
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FINANCIAL RISK MANAGEMENT (continued)

Open positions

The Group's open positions of prevailing currencies were as follows:

Other Total
uUsD currencies currencies EUR Total
At 31 December 2019:
Assets
Cash and cash equivalents 11,925 14,670 26,595 158,322 184,917
Due from other banks 135 - 135 145 280
Secuirities in the trading book 3,991 145 4,136 36,291 40,427
Derivative financial instruments - - - 986 986
Loans granted to customers, finance lease receivables 11,524 1,051 12,575 1,659,600 1,672,175
Investment securities at fair value 2,916 - 2,916 11,143 14,059
Investment securities at amortized cost 2,630 = 2,630 543,219 545,849
Intangible assets - - - 4,288 4,288
Property, plant and equipment and investment property = = = 19,786 19,786
Other assets 91 1 92 25,327 25,419
Total assets 33,212 15,867 49,079 2,459,107 2,508,186
Liabilities and shareholders’ equity
Due to other banks and financial institutions 1,042 609 1,651 72,744 74,395
Derivative financial instruments - - - 945 945
Due to customers 100,181 15,852 116,033 1,917,616 2,033,649
Special and lending funds - - - 7,060 7,060
Debt securities inissue = = = 20,044 20,044
Liabilities related to insurance activities 2,140 145 2,285 31,212 33,497
Other liabilities 688 6 694 27,098 27,792
Shareholders' equity - - - 310,804 310,804
Total liabilities and shareholders’ equity 104,051 16,612 120,663 2,387,523 2,508,186
Net balance sheet position (70.839) (745) (71,584) 71,584 -
Open currency exchange transactions 71,165 912 72,077 (71,664) 413
Net open position 326 167 493 (80) 413
At 31 December 2018:
Assets
Cash and cash equivalents 22,186 12,874 35,060 54,244 89,304
Due from other banks 410 = 410 1,680 2,090
Secuirities in the trading book 6,314 159 6,473 53,709 60,182
Derivative financial instruments = = = 1,197 1,197
Loans granted to customers, finance lease receivables 11,779 103 11,882 1,374,373 1,386,255
Investment securities at fair value 4,433 = 4,433 16,674 21,107
Investment securities at amortized cost 5,260 - 5,260 633,395 638,655
Intangible assets = = = 3,359 3,359
Property, plant and equipment and investment property - - - 18,390 18,390
Other assets 31 14 45 41,145 41,190
Total assets 50,413 13,150 63,563 2,198,166 2,261,729
Liabilities and shareholders’ equity
Due to other banks and financial institutions 313 - 313 68,839 69,152
Derivative financial instruments = = = 1,048 1,048
Due to customers 103,587 13,554 117,141 1,728,647 1,845,788
Specialand lending funds = = = 3,192 3,192
Debt securities inissue - - - 20,003 20,003
Liabilities related to insurance activities 2,896 159 3,055 24,912 27,967
Other liabilities 6 - 6 19,835 19,841
Shareholders' equity (37) = (37) 274,775 274,738
Total liabilities and shareholders’ equity 106,765 13,713 120,478 2,141,251 2,261,729
Net balance sheet position (56,352) (563) (56,915) 56,915 =
Open currency exchange transactions 56,567 614 57,181 (56,623) 558
Net open position 215 51 266 292 558
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FINANCIAL RISK MANAGEMENT (continued)

The Bank's open positions of prevailing currencies were as follows:

Other Total
USD currencies currencies EUR Total
At 31 December 2019:
Assets
Cash and cash equivalents 11,917 14,671 26,588 154,994 181,582
Due from other banks 135 - 135 145 280
Securities in the trading book 1,865 = 1,865 13,489 15,354
Derivative financial instruments - - - 986 986
Loans granted to customers, finance lease receivables 11,524 1,051 12,575 1,655,017 1,667,592
Investment securities at fair value 2,916 - 2,916 6,575 9,491
Investment securities at amortized cost 2,630 = 2,630 532,849 535,479
Investments in subsidiaries - - - 31,491 31,491
Intangible assets = = = 2,921 2,921
Property, plant and equipment and investment property - - - 11,537 11,537
Other assets 91 1 92 13,013 13,105
Total assets 31,078 15,723 46,801 2,423,017 2,469,818
Liabilities and shareholders’ equity
Due to other banks and financial institutions 1,042 609 1,651 75,023 76,674
Derivative financial instruments = = = 945 945
Due to customers 100,181 15,852 116,033 1,920,641 2,036,674
Debt securities inissue = = = 20,044 20,044
Specialand lending funds - - - 7,060 7,060
Other liabilities 688 6 694 16,376 17,070
Shareholders’ equity - - - 311,351 311,351
Total liabilities and shareholders’ equity 101,911 16,467 118,378 2,351,440 2,469,818
Net balance sheet position (70.833) (744) (71,577) 71,577 -
Open currency exchange transactions 71,165 912 72,077 (71,664) 413
Net open position 332 168 500 (87) 413
At 31 December 2018:
Assets
Cash and cash equivalents 22,173 12,874 35,047 52,685 87,732
Due from other banks 410 = 410 1,680 2,090
Secuirities in the trading book 3,292 - 3,292 24,604 27,896
Derivative financial instruments - - - 1,197 1,197
Loans granted to customers, finance lease receivables 11,779 103 11,882 1,376,828 1,388,710
Investment securities at fair value 4,433 = 4,433 12,074 16,507
Investment securities at amortized cost 5,260 - 5,260 633,395 638,655
Investments in subsidiaries = = = 24,659 24,659
Intangible assets - - - 1,975 1975
Property, plant and equipment and investment property = = = 10,295 10,295
Other assets 30 14 44 21,978 22,022
Total assets 47,377 12,991 60,368 2,161,370 2,221,738
Liabilities and shareholders’ equity
Due to other banks and financial institutions 313 = 313 71,007 71,320
Derivative financial instruments - - - 1,048 1,048
Due to customers 103,587 13,554 117,141 1,729,649 1,846,790
Debt securities in issue - - - 20,003 20,003
Special and lending funds = = = 3,192 3,192
Other liabilities 6 - 6 10,269 10,275
Shareholders'equity (37) - (37) 269,147 269,110
Total liabilities and shareholders’ equity 103,869 13,554 117,423 2,104,315 2,221,738
Net balance sheet position (56,492) (563) (57,055) 57,055 =
Open currency exchange transactions 56,567 614 57,181 (56,623) 558
Net open position 75 51 126 432 558
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FINANCIAL RISK MANAGEMENT (continued)

The Bank has also granted loans in foreign currency. Although they are usually financed in the same currency, depending on the main currency of
the debtor's cash flows, the strengthening of foreign currency against the local currency may adversely affect the debtors' ability to repay the
loans, which increases the probability of future losses from loans.

Sensitivity of foreign exchange risk

Foreign exchange (FX) risk is limited by amounts of open FX positions. For calculation of sensitivity to FX risk all exposures shall be converted into
possible loss, i.e. open FX position is multiplied by possible FX rate change. The FXrisk parameters for the Group (Bank) have been established in
view of the maximum fluctuations of currency exchange rate in 2019 and forecast that exchange rate fluctuations will have the same trends in
2020.

Currency Annual reasonable shift, 2020 Annual reasonable shift, 2019

GBP ‘ 6% 3%

usD 6% 6%

Other currencies \ 4% 4%
CIS countries

currencies 8% 6.5%

The following table presents Group (Bank) sensitivities of profit and loss and equity to reasonably possible changes in exchange rates applied at
the balance sheet date, with all other variables held constant:

31 December 2019 31 December 2018

Impact on profit or loss Group Bank Group Bank
and equity

UsD 20 20 13 5

GBP 1 1 2 2

Other currencies 12 12 7 7
CIS countries

currencies 1 1 4 4

Total 34 34 26 18

The impact of presumable FX rate change on the Group's / Bank's profit for the year is at acceptable level. In 2019 for the Group and for the Bank
it equals to EUR 34 thousand (2018: Group EUR 26 thousand, Bank EUR 18 thousand).

2.2.Interest rate risk in the banking book

Aninterest rate risk is a risk to incur losses because of the mismatch of re-evaluation possibility between the Bank's and the Group's assets and
liabilities.

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in market interest rates.
Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of changes in market interest rates. The Bank
and the Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on both its fair value and cash flow
risks.

The risk management is regulated by the Procedures for Interest Rate Risk Management, which includes a system of internal risk limits and
indicators, which establish methods of risk measurement and set up measures for risk management. These procedures are approved by the
Board of the Bank and define that:
e the Bank observes the principle to avoid the speculation with future interest rates;
e theriskis evaluated using a system of internal key risk indicators;
e Risk Management and Reporting Department provides the information on regular basis to Risk Management Committee about
compliance with internal risk limits.
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Sensitivity of interest rate risk

The table below summarises Group's interest rates sensitive assets and liabilities in the banking book based on repricing dates adjusted
by Groups's expected behavioral movement from demand deposits to term deposits.
Noninterest

bearing or
Uptol Fromlto From3to From6to Morethan maturity
Group month  3months  6months 12 months 1year undefined Total
31 December 2019
Total interest rate sensitive assets 260,716 431,128 709,708 82,281 740,028 242912 2,466,773
Total interest rate sensitive liabilities 116,248 124,889 174,667 301,273 630,431 848,929 2,196,437
Net interest sensitivity gap at 31 December 2019 144,468 306,239 535,041 (218,992) 109,597 (606,017) 270,336
31 December 2018
Total interest rate sensitive assets 217,083 390,487 610,362 131,200 683,865 167,354 2,200,351
Total interest rate sensitive liabilities 103,089 124,994 170,739 210,460 812,421 464,239 1,985,942
Net interest sensitivity gap at 31 December 2018 113,994 265,493 439,623  (179,260)  (128,556) (296,885) 214,409

Assessing the sensitivity of the Group's profit and other components of equity towards the change of interest rates, it has been assumed that
interestis to change by 1 percentage point.

The table below summarises the effect on the Group's profit and other components of equity of interest rate risk in the banking book as at 31
December 2019 and 31 December 2018.

31 December 2019 31 December 2018

Increase (decrease) in Increase (decrease) in Increase (decrease) in Increase (decrease) in

profit other components of profit other components of

equity equity

Interest rate increase by 1 p.p. 6,735 (170) 5611 (751)
Interest rate decrease by 1 p.p. | (6,735) 184 (5,611) 804

The shift of yield curve according to above mentioned parameters creates significant impact on Group's equity and makes EUR 6,565 thousand
in 2019 (2018: EUR 4,860 thousand) higher impact and EUR 6,551 thousand in 2019 (2018: EUR 4,807 thousand) lower impact on equity.

The table below summarises the Bank's interest rates sensitive assets and liabilities in the banking book based on repricing dates adjusted by

Groups's expected behavioral movement from demand deposits to term deposits.
Noninterest

bearing or
Uptol Fromlto From3to From6to Morethan maturity
Bank month  3months  6months 12 months 1year undefined Total
31 December 2019
Total interest rate sensitive assets 256,221 515,126 697,761 69,752 675,326 239,292 2,453,478
Total interest rate sensitive liabilities 115916 124,802 174,491 300,901 598,809 842,603 2,157,522
Net interest sensitivity gap at 31 December 2018 140,305 390,324 523,270  (231,149) 76,517 (603,311) 295,956
31 December 2018
Total interest rate sensitive assets 217,162 432,456 606,004 126,764 657,407 152,853 2,192,646
Total interest rate sensitive liabilities 102,711 125,490 170,586 310,023 785,966 456,803 1,951,579
Net interest sensitivity gap at 31 December 2018 114,451 306,966 435,418  (183,259)  (128,559) (303,950) 241,067

Assessing the sensitivity of the Bank's profit and other components of equity towards the change of interest rates, it has been assumed that
interestis to change by 2 percentage points.

The table below summarises the effect on the Bank's profit and other components of equity of interest rate risk in the banking book as at 31
December 2019 and 31 December 2018.

31 December 2019 31 December 2018

Increase (decrease) in Increase (decrease) in Increase (decrease) in Increase (decrease) in

profit other components of profit other components of

equity equity

Interest rate increase by 1 p.p. 7,292 (168) 5,924 (749)
Interest rate decrease by 1 p.p. (7,292) 182 (5,924) 802

The shift of yield curve according to above mentioned parameters creates significant impact on Bank's equity and makes EUR 7,124 thousand in
2019 (2018: EUR 5,175 thousand) higher impact and EUR 7,110 thousand in 2019 (2018: EUR 5,122 thousand) lower impact on equity.
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FINANCIAL RISK MANAGEMENT (continued)

2.3. Securities risk
Securities risk is the risk to incur losses from the investment in securities.

The management of the securities risk is regulated by the Investment in Securities Limits Procedure. In order to properly manage the debt
securities portfolio risk, the Bank uses an internal limit system that combines maturity/rating limits, geographical region limits imposed on total
debt securities portfolio, VaR ratio limits imposed on debt securities at amortized cost portfolio, and VaR and capital requirements amount limits
imposed on other debt securities portfolios. For the equity portfolio risk management, a limit system that combines decision taking limits, issuer
limits, portfolio limits is used. The compliance with limits must be checked before taking the investment decisions, monthly reports on the
compliance with the limits set are submitted to the Bank's Risk Management Committee.

Securities concentrations

Sector concentration of the securities portfolio is disclosed in Financial Risk Management disclosure, section 1.8. Maturities concentration of
securities portfolio is disclosed in Financial Risk Management disclosure, section 3.2. Credit quality of the securities portolio is disclosed in
Notes 12 and Note 15. Geographical concentration of the debt securities portfolio is presented in tables below, which contain Top 20 countries
in which the Group and the Bank have exposures:

Top 20 countries in which the Group has debt security exposures:

2019 2018

. . Corporat
Name of the country Sovereign  Corporate Total | Name ofthe country Sovereign o Total
1. | Lithuania 245,137 2,714 247,851 | Lithuania 315,970 2,687 318,657
2. | USA - 46,648 46,648 | USA - 45,576 45,576
3. | Netherlands = 30,563 30,563 | Netherlands = 34,937 34,937
4. | Poland 27,803 206 28,009 | Poland 33,222 - 33,222
5. | France = 21,850 21,850 | France 1,879 23,572 25,451
6. | Ireland 16,859 4,532 21,391 | ltaly 16,802 6,447 23,249
7. | ltaly 14,026 5,654 19,680 | Romania 21,568 0 21,568
8. | Latvia 17,618 645 18,263 | Ireland 17,333 4,178 21,511
9. | Mexico 8,565 8,382 16,947 | Mexico 10,249 8,619 18,868
10. | Spain 10,469 3,517 13,986 | Spain 10,476 3,889 14,365
11. | Romania 10,827 - 10,827 | Latvia 13,791 - 13,791
12. | Great Britain - 10,749 10,749 | Slovenia 12,573 - 12,573
13. | Slovenia 9,629 207 9,836 | Sweden = 12,547 12,547
14. | Bulgaria 9,092 476 9,568 | Great Britain - 12,035 12,035
15. | Estonia = 9,097 9,097 | Czech Republic 1,046 10,373 11,419
16. | CzechRepublic 1,049 7,982 9,031 | Bulgaria 9,384 501 9,885
17. | Sweden = 6,931 6,931 | Slovakia 8,899 = 8,899
18. | Slovakia 6,776 - 6,776 | Germany - 7,801 7,801
19. | Germany = 4,968 4,968 | Finland 999 5,207 6,206
20. | Finland - 3,262 3,262 | Estonia - 5521 5521
Other countries 4,174 22,499 26,673 | Other countries 6,610 32,727 39,337
Total 382,024 190,882 572,906 | Total 480,801 216,617 697,418

Top 20 countries in which the Bank has debt security exposures:

2019 2018

: ) Corporat
Name of the country Sovereign  Corporate Total | Name ofthe country Sovereign o Total
1. | Lithuania 241,162 2,164 243,326 | Lithuania 315,314 1,995 317,309
2. | USA - 46,023 46,023 | USA - 45,365 45,365
3. | Netherlands = 30,369 30,369 | Netherlands = 34,229 34,229
4. | Poland 27,707 - 27,707 | Poland 32,259 - 32,259
5. | France - 21,210 21,210 | France 1,879 23,142 25,021
6. | Ireland 16,859 4,331 21,190 | Italy 15,257 6,447 21,704
7. | ltaly 13,771 5,145 18,916 | Ireland 17,333 4,035 21,368
8. | Latvia 17,618 645 18,263 | Romania 21,143 - 21,143
9. | Mexico 8,408 8,382 16,790 | Mexico 9,389 8,465 17,854
10. | Spain 9,928 3,517 13,445 | Spain 10,248 3,889 14,137
11. | Great Britain = 10,125 10,125 | Latvia 13,437 = 13,437
12. | Romania 9,734 - 9,734 | Slovenia 12,498 - 12,498
13. | Bulgaria 9,092 476 9,568 | Sweden = 12,396 12,396
14. | Slovenia 9,554 - 9,554 | Great Britain - 11,482 11,482
15. | Estonia = 8,663 8,663 | Czech Republic 1,046 9,971 11,017
16. | CzechRepublic 1,049 7,557 8,606 | Bulgaria 9,074 338 9,412
17. | Slovakia 6,776 = 6,776 | Slovakia 8,899 = 8,899
18. | Sweden - 6,530 6,530 | Germany - 7,584 7,584
19. | Germany = 4,446 4,446 | Finland 999 5,207 6,206
20. | Finland - 3,050 3,050 | Estonia - 5,080 5,080
Other countries 3,045 21,247 24,292 | Other countries 4,130 29,441 33,571
374,703 183,880 558,583 | Total 472,905 209,066 681,971
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Sensitivity of securities risk

The sensitivity of debt securities portfolio (at fair value through profit or loss —i.e. trading book is included in profit and at fair value through other
comprehensive income is included in other components of equity) to parallel shift of the interest rate curve by 1 percentage point is presentedin
the table below:

31 December 2019 31 December 2018
Increase (decrease)in  Increase (decrease)in  Increase (decrease)in  Increase (decrease) in
profit  other components of profit  other components of
equity equity
Group:
Interest rate increase by 1 p.p. (406) (170) (1,517) (751)
Interest rate decrease by 1 p.p. 578 184 1,588 804
Bank:
Interest rate increase by 1 p.p. (370) (168) (1,056) (749)
Interest rate decrease by 1 p.p. 541 182 1,100 802

3. Liquidity risk

Liquidity risk means the risk that the Bank is unable to meetits financial obligations in time or that it will not manage to receive financial resources
during a short time by borrowing or selling the assets.

3.1. Liquidity risk management process

The liquidity risk management depends on the Bank's ability to cover the cash shortage by borrowing from the market; and the liquidity of the
market itself. The Bank seeks not to depend on the ability to borrow in the market in case of liquidity problems and constructs its liquidity strategy
based on hypothetical scenario it does not have access to market funding. Due to that fact the Bank possesses a significant debt securities
portfolio, which is highly liquid and can be used either as collateral for borrowing by repos, or sold.

Liquidity risk management is regulated by the Procedures for Liquidity Risk Management approved by the Bank's Board. Liquidity risk is evaluated
by analysing the dynamics of various liquidity ratios. A list of these ratios as well as recommended limits to their change are defined in the above-
mentioned procedures. Decisions regarding liquidity management issues are made by the Bank's Risk Management Committee with reference
totheinformation submitted by the Bank's Risk Management and Reporting Department or by the Bank's Board with reference to the information
submitted by the Risk Management Committee. Current liquidity (up to 7 days) risk management is based on short-term cash flow analysis and
projections. The Market and Treasury Department is responsible for this.

The Group controls short-term and long-term liquidity risk through established ratios and limits.

Starting from 2015, the Bank is subject to regulatory Liquidity coverage ratio (LCR). The Bank complied with this ratio with a substantial cushion
(requirement for the LCR is set at 100%). As of 31 December 2019, Bank's LCR ratio (aggregate for all currencies) stood at 202% (31 December
2018:277%).

Internal liquidity limit system was updated in 2019. It includes normative, prospective, quality and concentration ratios.
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3.2. Structure of assets and liabilities by maturity

The structure of the Group's assets and liabilities by maturity is presented in the table below. Maturity bands used in the table represent maturities
of assets and liabilities under most likely scenario, which is contractual maturities scenario adjusted for expectations. For liabilities and assets with
no payment breaches, contractual terms are used as the representation of most likely scenario unless information indicating otherwise is
available. Past due part of the assets with payment breaches over 30 days and total amount of assets past due over 90 days are included in
"Maturity undefined" band.
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At 31 December 2019:
Assets
Cash and cash equivalents 184,917 = = = = = = = 184,917
Due from other banks - 66 - 78 1 - 99 36 280
Securities in the trading book = 17 198 383 1,805 9,094 6,607 22,323 40,427
Derivative financial instruments - 584 133 26 243 - - - 986
Loans to customers, finance lease
receivables = 50,782 94,141 126,139 202,712 545,140 630,306 22,955 1,672,175
Investment securities at fair value - 1,259 175 395 906 4,754 1,464 5,106 14,059
Investment securities at amortized cost = 944 9,061 35,954 18,261 139,373 342,256 = 545,849
Intangible assets - - - - - - - 4,288 4,288
Property, plant and equipment and
investment property - - - - - - - 19,786 19,786
Other assets 396 7,174 635 569 906 2,882 4,997 7,860 25,419

Total assets 185,313 60,826 104,343 163,544 224,834 701,243 985,729 82,354 2,508,186

Due to other banks and financial

institutions 46,564 6,896 927 316 1,541 4,941 13,210 = 74,395

Due to customers | 1,106,578 109,913 123,870 173,815 299,552 173,879 46,042 - 2,033,649

Specialand lending funds 7,060 = = = = = = = 7,060

Debt securities in issue - - - - - - 20,044 - 20,044

Liabilities related to insurance activities 74 340 87 176 373 2,667 29,780 = 33,497
Other liabilities 5112 10,749 5,792 2,425 1,787 1,881 991 - 28,737

Shareholders’ equity = = = = = = = 310,804 310,804

Total liabilities and shareholders’equity | 1,165,388 127,898 130,676 176,732 303,253 183,368 110,067 310,804 2,508,186
Net liquidity gap | (980,075) (67,072) (26,333) (13,188) (78,419) 517,875 875,662 (228,450) -

At 31 December 2018:

Assets
Cash and cash equivalents 89,304 = = = = = = = 89,304
Due from other banks - 229 181 - - 151 637 892 2,090
Securities in the trading book = 83 667 1,529 2,337 10,728 27,040 17,798 60,182
Derivative financial instruments - 181 279 19 347 371 - - 1,197
Loans to customers, finance lease
receivables = 35,105 56,615 89,475 147,956 485,824 544,516 26,764 1,386,255
Investment securities at fair value - 16 60 1,558 2,056 5,521 10,957 939 21,107
Investment securities at amortized cost - 10,711 25,438 5,259 86,496 123,738 387,013 - 638,655
Intangible assets - - - - - - - 3,359 3,359
Property, plant and equipment and
investment property = = = = = = = 18,390 18,390
Other assets 6,283 6,214 7,300 727 7,211 3,201 4,225 6,029 41,190

Total assets 95,587 52,539 90,540 98,567 246,403 629,534 974,388 74,171 2,261,729

Due to other banks and financial

institutions 40,794 6,181 2,688 408 1,502 4,054 13,525 - 69,152

Due to customers 945,064 99,291 122,144 168,506 308,623 175711 26,449 - 1,845,788

Special and lending funds 3,192 = = = = = = = 3,192

Debt securities in issue - - - - - 20,003 - - 20,003

Liabilities related to insurance activities = 378 104 193 437 1,258 25,597 = 27,967

Other liabilities 3,910 7,287 943 758 934 1,212 5,845 - 20,889
Shareholders'equity = = = = = = - 274738 274,738

Total liabilities and shareholders’ equity 992,960 113,137 125,879 169,865 311,496 202,238 71,416 274,738 2,261,729

Net liquidity gap | (897,373) (60,598) (35,339) (71,298) (65,093) 427,296 902,972  (200,567) -
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At 31 December 2019:
Assets
Cash and cash equivalents 181,582 = = = = = = = 181,582
Due from other banks - 66 - 78 1 - 99 36 280
Securities in the trading book = 10 28 373 1,077 7,900 5,158 808 15,354
Derivative financial instruments - 584 133 26 243 - - - 986
Loans granted to customers, finance
lease receivables = 46,149 178,063 114,618 189,341 521,637 599,309 18,475 1,667,592
Investment securities at fair value - 1,259 175 - 906 4,754 1,464 933 9,491
Investment securities at amortized cost = 936 9,052 35,904 18,237 139,169 332,181 = 535,479
Investments in subsidiaries - - - - - - - 31,491 31,491
Intangible assets = = = = = = = 2921 2,921
Property, plant and equipment and
investment property - - - - - - - 11,537 11,537
Other assets 396 6,403 125 213 149 74 34 5711 13,105

Total assets 181,978 55,407 187,576 151,212 209,954 673,534 938,245 71912 2,469,818

Due to other banks and financial

institutions 47,882 6,896 927 356 1,562 5,341 13,710 - 76,674

Due to customers | 1,109,603 109,913 123,870 173,815 299,552 173,879 46,042 - 2,036,674

Debt securities in issue - - - - - - 20,044 - 20,044
Specialand lending funds 7,060 = = = = = = = 7,060
Other liabilities 3,953 3,702 5516 2,186 663 1,381 614 - 18,015
Shareholders’ equity = = = = = = = 311,351 311,351

Total liabilities and shareholders’equity | 1,168,498 120,511 130,313 176,357 301,777 180,601 80,410 311,351 2,469,818
Net liquidity gap | (986,520) (65,104) 57,263 (25,145) (91,823) 492,933 857,835 (239,439) -

At 31 December 2018 (restated):

Assets
Cash and cash equivalents 87,732 = = = = = = = 87,732
Due from other banks - 229 181 - - 151 637 892 2,090
Securities in the trading book = 62 617 1,028 1,663 6,115 17,847 564 27,896
Derivative financial instruments - 181 279 19 347 371 - - 1,197
Loans granted to customers, finance
lease receivables = 35,093 98,479 85,089 142,991 471,692 532,818 22,548 1,388,710
Investment securities at fair value - 16 60 12 1,790 5126 8,980 523 16,507
Investment securities at amortized
cost = 10,711 25,438 5,259 86,496 123,738 387,013 = 638,655
Investments in subsidiaries - - - - - - - 29,450 29,450
Intangible assets = = = = = = = 1,975 1,975
Property, plant and equipment and
investment property - - - - - - - 10,295 10,295
Other assets 6,283 5,683 4,450 226 576 159 47 4,598 22,022

Total assets 94,015 51,975 129,504 91,633 233,863 607,352 947,342 70,845 2,226,529

Due to other banks and financial

institutions 41,884 6,181 3,345 408 1,502 4,075 13,925 - 71,320

Due to customers 946,066 99,291 122,144 168,506 308,623 175,711 26,449 - 1,846,790

Debt securities in issue - - - - - 20,003 - - 20,003
Special and lending funds 3,192 = = = = = = = 3,192
Other liabilities 2,752 1,601 139 172 553 476 5,635 - 11,328

Shareholders'equity = = = = = = 273,896 273,896

Total liabilities and shareholders' equity 993,894 107,073 125,628 169,086 310,678 200,265 46,009 273,896 2,226,529

Net liquidity gap | (899,879) (55,098) 3,876 (77.453) (76,815) 407,087 901,333  (203,051) -

67 /191



. P
$1AULIY =' BANKAS

3.3. Non - derivative cash flows

NOTES TO THE FINANCIAL STATEMENTS

31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

FINANCIAL RISK MANAGEMENT (continued)

Undiscounted cash flows in the table below describe contractual liability side outflows which are stated including nominal contract amounts

together with interest till the end of the contract.

Group
Maturity
31 December 2019 undefined  Upto 1 month 1-3 months 3-12 months 1-5years Over 5 years Total
Liabilities
Due to banks - 53,460 932 1,902 9,064 9,321 74,679
Due to customers = 1,216,556 124,019 475,124 223,178 4,637 2,043,514
Debt securities inissue - - - 1,230 4,920 26,150 32,300
Special and lending funds = 7,060 = = = = 7,060
Liabilities related to insurance
activities - 414 87 549 4,757 27,690 33,497
Total liabilities (contractual
maturity dates) = 1,277,490 125,038 478,805 241,919 67,798 2,191,050
Group
Maturity
31 December 2018 undefined  Upto 1 month 1-3 months 3-12 months 1-5years Over 5 years Total
Liabilities
Due to banks - 46,974 6,650 1,906 7,621 6,032 69,183
Due to customers = 1,044,372 122,266 478,794 203,742 4,392 1,853,566
Debt securities in issue - - - 120 20,120 - 20,240
Subordinated loan = = = = = = =
Special and lending funds - 3,192 - - - - 3,192
Liabilities related to insurance
activities = 459 104 630 3,820 22,954 27,967
Total liabilities (contractual
maturity dates) - 1,094,997 129,020 481,450 235,303 33,378 1,974,148
Bank
Maturity
31 December 2019 undefined  Upto 1 month 1-3 months 3-12 months 1-5years Over 5 years Total
Liabilities
Due to banks - 54,779 932 1,963 9,964 9,321 76,959
Due to customers = 1,219,581 124,019 475,124 223,178 4,637 2,046,539
Debt securities in issue - - - 1,230 4,920 26,150 32,300
Specialand lending funds = 7,060 = = = = 7,060
Total liabilities (contractual
maturity dates) - 1,281,420 124,951 478,317 238,062 40,108 2,162,858
Bank
Maturity
31 December 2018 undefined  Upto 1 month 1-3 months 3-12 months 1-5years Over 5 years Total
Liabilities
Due to banks - 48,064 7,284 1,972 8,188 6,075 71,583
Due to customers = 1,045,374 122,266 478,794 203,742 4,392 1,854,568
Debt securities in issue - - - 120 20,120 - 20,240
Subordinated loan = = = = = = =
Special and lending funds - 3,192 - - - - 3,192
Total liabilities (contractual
maturity dates) = 1,096,630 129,550 480,886 232,050 10,467 1,949,583
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FINANCIAL RISK MANAGEMENT (continued)

3.4. Remaining contractual maturity off - balance sheet items

Analysis of off-balance sheet items by the remaining maturity is as follows:

Group
Uptoone From1lto3 From3to6 From6to 12 From1 Over5 Total
At 31 December 2019 month months months months to 5years years
Loan commitments | 252,537 - - - - - 252,537
Guarantees \ 44,425 - - - - - 44,425
Lease commitments \ 1 2 4 4 5 = 16
Other commitments 5,069 348 - 2,220 8,358 - 15,995
Total 302,032 350 4 2,224 8.363 = 312,973
Group
Uptoone From1lto3 From3to6 From6to 12 From1 Over5 Total
At 31 December 2018 month months months months to 5years years
Loan commitments | 260,860 - - - - - 260,860
Guarantees \ 39,655 - - - - - 39,655
Lease commitments 118 223 321 619 1,706 68 3,055
Other commitments 4,832 474 - - - 1 5,307
Total 305,465 697 321 619 1,706 69 308,877
Bank
Uptoone From1to3 From3to6 From6to 12 From1 Over 5 Total
At 31 December 2019 month months months months to 5 years years
Loan commitments 280,208 = = = = = 280,208
Guarantees 44,489 - - - - - 44,489
Lease commitments 1 2 4 4 5 = 16
Other commitments 5,069 348 - 2,220 8,358 - 15,995
Total 329,767 350 4 2,224 8,363 = 340,708
Bank
Uptoone From1to3 From3to6 From6to 12 From1 Over 5 Total
At 31 December 2018 month months months months to 5 years years
Loan commitments 281,071 = = = = = 281,071
Guarantees 39,720 - - - - - 39,720
Lease commitments 100 186 265 504 1,516 68 2,639
Other commitments 4,832 474 - - - 1 5,307
Total 325,723 660 265 504 1,516 69 328,737
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FINANCIAL RISK MANAGEMENT (continued)

4, Fair value of financial assets and liabilities
4.1. Financial assets and liabilities not measured at fair value

The table below summarizes the carrying amounts and fair values of those financial assets and liabilities not presented on the Bank's and Group's
balance sheets at their fair value. The valuation methods for the assets and liabilities are summarized below.

a) Loans and advances to banks
The carrying amount of floating rate placements and overnight deposits is a reasonable approximation of fair value.

The fair value of fixed interest bearing deposits is estimated using valuation technique attributable to Level 3 in the fair value hierarchy, based on
discounted cash flows using prevailing money-market interest rates for debts with similar credit risk and remaining maturity.

b) Loans and advances to customers and finance lease receivables

Loans and advances and finance lease receivables are net of charges for impairment. The fair value of loans and advances to customers and
finance lease receivables is estimated using valuation technique attributable to Level 3 in the fair value hierarchy. The estimated fair value of loans,
advances and finance lease receivables represents the discounted amount of estimated future cash flows expected to be received. Expected
cash flows are discounted at current market rates (average interest rates on outstanding loans published by the Bank of Lithuania) to determine
fair value.

c) Investment securities

The fair value for held-to-collect assets is based on market prices or broker/dealer price quotations —i.e. it is estimated using valuation technique
attributable to Level 1 in the fair value hierarchy.

d) Deposits from banks, due to customers, debt securities in issue and special lending funds

The estimated fair value of deposits with no stated maturity, which includes non-interest bearing deposits, is the amount repayable on demand.
The fair value of fixed interest-bearing deposits, debt securities in issue and special and lending funds not quoted in an active market is estimated
using valuation technique attributable to Level 3 in the fair value hierarchy based on discounted cash flows using interest rates for new debts with
similar remaining maturity. Interest rates for new deposits of Siauliy bankas are used for calculation purposes as discount rates.

e) Other financial assets and other financial liabilities

The fair value of lease liabilities is estimated using valuation technique attributable to Level 3 in the fair value hierarchy based on discounted cash

flows using interest rates for new leases with similar remaining maturity. The estimated fair value of other financial assets and liabilities is similar
to the carrying value due to short maturities of these assets and liabilities.
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Group
As of 31 December 2019 As of 31 December 2018
Carrying Fair value Carrying Fair value
amount amount

Assets
Due from other banks 280 280 2,090 2,090
Loans 1,514,578 1,543,187 1,262,167 1,289,708
Loans to individuals: 356,728 575,908 243,078 257,888
Consumer loans - 134,519 144,697 91,524 100,349
Mortgages - 101,727 102,940 50,203 52,323
Multiapartment rennovation loans - 104,617 108,287 81,806 86,253
Other - 15,865 19,984 19,545 18,963
Loans to business customers 1,154,250 1,163,687 1,018,396 1,031,129
Central and other authorities - 104,628 101,387 97,907 95,356
Large corporates - 118,426 118,708 84,976 84,800
SME - 931,196 943,592 835,513 850,973
Loans and advances to financial institutions 3,600 3,592 693 691
Finance lease receivables 157,597 156,643 124,088 122,539
Investment securities at amortized cost 545,849 566,830 638,655 653,889
Government bonds - 375,502 290,595 463,943 477,950
Corporate bonds - 170,347 176,235 174,712 175,939
Other financial assets 7,875 7.875 13,213 13,213

Liabilities
Due to other banks and financial institutions 74,395 74,394 69,152 69,171
Due to customers 2,033,649 2,039,774 1,845,788 1,850,187
Due toindividuals 1,350,888 1,356,908 1,206,992 1,211,303
Due to private companies 459,134 459,194 452,713 452,787
Due to other enterprises 223,627 223,672 186,083 186,097
Debt securities in issue 20,044 20,044 20,003 19,850
Special and lending funds 7,060 7,060 3,192 3,192
Other financial liabilities 18,128 18,152 13,501 13,501

Bank
As of 31 December 2019 As of 31 December 2018
Carrying Fair value Carrying Fair value
amount amount

Assets
Due from other banks 280 280 2,090 2,090
Loans 1,510,052 1,529,751 1,264,741 1,285,576
Loans to individuals: 244,257 254,574 178,632 186,667
Consumer loans - 22,048 23,363 27,078 29,128
Mortgages - 101,727 102,940 50,203 52,323
Multiapartment rennovation loans - 104,617 108,287 81,806 86,253
Other - 15,865 19,984 19,545 18,963
Loans to business customers 1,165,710 1,175,121 1,035,854 1,048,620
Central and other authorities - 104,628 101,386 97,907 95,356
Large corporates - 118,426 118,708 84,976 84,800
SME - 942,656 955,027 852,971 868,464
Loans and advances to financial institutions 100,085 100,056 50,255 50,289
Finance lease receivables 157,540 156,585 123,969 122,419
Investment securities at amortized cost 535,479 555,977 638,655 653,889
Government bonds - 370,825 385,664 463,943 477,950
Corporate bonds - 164,654 170,313 174,712 175,939
Other financial assets 7.229 7.229 12,708 12,708

Liabilities
Due to other banks and financial institutions 76,674 76,714 71,320 71,339
Due to customers 2,036,674 2,042,799 1,846,790 1,851,189
Due to individuals 1,350,888 1,356,908 1,206,992 1,211,303
Due to private companies 461,349 461,409 453,091 453,165
Other 224,437 224,482 186,707 186,721
Debt securities inissue 20,044 20,044 20,003 19,850
Special and lending funds 7,060 7,060 3,192 3,192
Other financial liabilities 13,817 13,841 9,366 9,366
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FINANCIAL RISK MANAGEMENT (continued)

4.2. Financial assets and liabilities measured at fair value
a) Fair value hierarchy

The table below analyses financial instruments carried at fair value, by a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from independent sources; unobservable
inputs reflect the Group's market assumptions. These two types of inputs have created the following fair value hierarchy:

e level1-quoted prices (unadjusted) in active markets for identical assets or liabilities. Thislevelincludes listed equity securities and debt
instruments on exchanges (for example, NASDAQ Stock Exchange, London Stock Exchange, Frankfurt Stock Exchange) or public price
quotations (for example, for Lithuanian government bonds, average price quotations from the most active banks that participate in the
primary placement auctions of the Lithuanian Government securities are used).

e level 2 —inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (that is, as
prices) or indirectly (thatis, derived from prices). The Group uses fair value calculated based on Level 2 inputs for accounting of currency
derivatives and derivatives related to prices of equity instruments.

e Level 3—inputs for the asset or liability that are not based on observable market data (unobservable inputs). This level includes Group's
investments into unlisted equity securities, derivatives related to interest rate floor in variable rate loan contracts and liabilities
designated at fair value through profit or loss. Details on fair value measurement of these instruments are described in subsection
"Details on the main models used in valuation of Level lllinstruments” (Financial Risk Management disclosure, section 4.2.b), below.

b) Measurement of financial assets and liabilities according to the fair value hierarchy

2019 2018
Group Bank Group Bank
LEVELI
Financial assets in the trading book
Listed equity securities 805 805 560 560
Units ofinvestment funds 21,515 = 17,234 =
Government bonds 4,876 2,535 13,533 5637
Corporate bonds 11,712 10,495 26,626 19,470
Investment securities at fair value
Government bonds 1,343 1,343 3,325 3,325
Corporate bonds 7,215 7,215 12,659 12,659
Investment fund units 311 311 92 92
Total Levell financial assets 47,777 22,704 74,029 41,743
LEVELII
Financial assets in the trading book
Derivative financial instruments 986 986 1,197 1,197
Total Level ll financial assets 986 986 1,197 1,197
Financial liabilities at fair value through profit or loss
Derivative financial instruments (945) (945) (1,048) (1,048)
Total Level ll financial liabilities (945) (945) (1,048) (1,048)
LEVELII
Financial assets in the trading book
Corporate bonds 1,516 1,516 2,225 2,225
Unlisted equity securities 3 3 4 4
Investment securities at fair value
Corporate bonds 395 = 395 =
Unlisted equity securities 741 622 848 432
Investment fund units 4,054 = 3,788 =
Total Level lll financial assets 6,709 2,141 7.260 2,661

Note: Level | and Level Ill asset amounts for 31 December 2018 were changed due to correction of error in previous financial statements.
Previously reported as Level | assets investment fund units amounting to EUR 3,788 were priced according to Level lll method.

There were no transfers between fair value hierarchy levels during 2019 and 2018.
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FINANCIAL RISK MANAGEMENT (continued)

The following table presents the changes in Level lllinstruments during 2019 and 2018:

The Group
Financial liabilities
Financial assets in the trading book Investment securities at fair value at fair value
Unlisted Investment fund Subordinated
Corporate bonds equities Corporate bonds Unlisted equities units loan
2019 2018 | 2019 2018 2019 2018 2018 2019 2018 | 2019 2018
Value as of 1 January 2,225 609 4 4 395 402 848 1,213 3,788 3,723 - 34,203
Additions / Recognition 8,528 7,023 355 47 = = = = = 250 = =
Disposals (9,211) (5.433) | (356) (47) - - (335) (383) (39) (248) - -
Conversion to shares = = = = = = = = = = = (20,000)
Derecognition - - - - - - - - - - - (4,732)
Changes due to /nt@r@Sf (26) 26 . . . 7) B B B ) ) (428)
accrued/paid
Revaluations through profit B B B B B B 208 18 305 63 B (9.043)
orloss
Value as of 31 December 1,516 2,225 3 4 395 395 741 848 4,054 3,788 = =
The Bank
Financial liabilities
Financial assets in the trading book Investment securities at fair value at fair value
Unlisted Investment fund Subordinated
Corporate bonds equities Corporate bonds Unlisted equities units loan
2019 2018 | 2019 2018 2019 2018 2018 2019 2018 | 2019 2018
Value as of 1 January 2,225 609 4 4 - - 432 414 - - - 34,203
Additions / Recognition 8,528 7,023 355 47 = = = = = = = =
Disposals (9,211) (5,433) | (356) (47) - - (11) - - - - -
Conversion to shares = = = = = = = = = = - (20,000)
Derecognition - - - - - - - - - - - (4,732)
Changes due to mteresf (26) o6 B B B B B B B B B (428)
accrued/paid
Revaluations through profit B ) ) ) ) ) 201 18 ) ) ) (9.043)
orloss
Value as of 31 December 1,516 2,225 3 4 - - 622 432 - - - -
2019 2018
Group Bank Group Bank
Total result from revaluation of Level lll instruments included in the income statement 533 201 9,124
from fi lit f lue throuah -loss (subordinated I ) 9043
228 201 18
i 305 63

Details on the main models used in valuation of Level lll instruments:

Unlisted debt securities. Most commonly used fair value measures in the Group are assessment of discounted cash flows from the security carried
out by employees of the Group. The principles for the assessment of fair value of unlisted equity securities are stipulated in the Instruction for
Accounting of Securities.

Unlisted equity securities. Most commonly used fair value measures in the Group are: valuations from external independent certified appraisers or

assessment of discounted cash flows from the security carried out by employees of the Group. The principles for the assessment of fair value of
unlisted equity securities are stipulated in the Instruction for Accounting of Securities.
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FINANCIAL RISK MANAGEMENT (continued)

4.3. Offsetting financial assets and financial liabilities

As of 31 December 2019 and 31 December 2018, only currency derivative instruments were subject to master netting arrangements and similar
arrangements. As of 31 December 2019, derivative financial instruments classified as assets in amount of EUR 434 thousand and derivative
financial instruments classified as liabilities in amount of EUR 343 thousand were subject to those agreements. As of 31 December 2018,
derivative financial instruments classified as assets in amount of EUR 440 thousand and derivative financial instruments classified as liabilities in
amount of EUR 229 thousand were subject to those agreements.

The Group receives collateral in the form of marketable securities in respect of reverse repurchase agreements, which are included in loans to
customers. Gross amount of reverse repurchase agreements: 31 December 2019: EUR 24,873 thousand; 31 December 2018: EUR 17,044
thousand. Securities received as a collateral for reverse repurchase agreements can be pledged or sold during the term of transaction but have
to be returned on maturity of the transaction. The Group did not pledge or sell any collateral received for reverse repurchase agreements during
2019 and 2018.

4.4, Classes of financial instruments

Atable below provides reconciliation of items of financial assets andliabilities as presented in Statement of Financial Position to classes of financial
instruments:

31 December 2019 31 December 2018
Group Bank Group Bank
FINANCIAL ASSETS
Financial assets mandatorily measured at fair value through profit or loss: 46,519 17,273 66,107 29,616
Trading securities 16,935 15,354 41,183 27,896
trading debt securities: government bonds - 3,202 2,535 11,768 5,637
trading debt securities: corporate bonds - 12,925 12,011 28,851 21,695
trading equities - 808 808 564 564
Other trading book securities 23,492 - 18,999 -
other trading book debt securities: government bonds - 1,977 - 1,765 -
other trading book equities - 21,515 - 17,234 -
Investment securities at fair value 5,106 933 4,728 523
non-trading equities - 5,106 933 4,728 523
Derivative financial instruments 986 986 1,197 1,197
Financial assets measured at fair value through other comprehensive income: 8,953 8,558 16,379 15,984
Debt securities at fair value through other comprehensive income 8,953 8,558 16,379 15,984
government bonds - 1,343 1,343 3,325 3,325
corporate bonds - 7,610 7,215 13,054 12,659
Financial assets measured at amortized cost: 2,253,499 2,234,622 2,005,429 2,005,926
Cash and cash equivalents 184917 181,582 89,304 87,732
Due from other banks 280 280 2,090 2,090
Loans to customers 1,514,578 1,510,052 1,262,167 1,264,741
loans to financial institutions - 3,600 100,085 693 50,255
loans to individuals (retail): consumer loans - 134,519 22,048 91,524 27,078
loans to individuals (retail): mortgages - 101,727 101,727 50,203 50,203
loans to individuals (retail): multiapartment rennovation loans - 104,617 104,617 81,806 81,806
loans to individuals (retail): other - 15,865 15,865 19,545 19,545
loans to business customers: SME - 931,196 942,656 835,513 852,971
loans to business customers: large corporates - 118,426 118,426 84,976 84,976
loans to business customers: central and local authorities and other - 104,628 104,628 97,907 97,907
Investment securities at amortized cost 545,849 535,479 638,655 638,655
government bonds - 375,502 370,825 463,943 463,943
corporate bonds - 170,347 164,654 174,712 174,712
Other financial assets 7,875 7,229 13,213 12,708
Finance lease receivables: 157,597 157,540 124,088 123,969
Finance lease receivables 157,597 157,540 124,088 123,969
individuals - 25,023 25,020 20,792 20,754
business customers - 132,574 132,520 103,296 103,215
TOTAL FINANCIAL ASSETS 2,466,568 2,417,993 2,212,003 2,175,495
FINANCIAL LIABILITIES
Financial liabilities mandatorily measured at fair value through profit or loss: 945 945 1,048 1,048
Derivative financial instruments 945 945 1,048 1,048
Financial liabilities measured at amortised cost: 2,153,276 2,154,269 1,951,636 1,950,671
Due to banks and financial institutions 74,395 76,674 69,152 71,320
Due to customers 2,033,649 2,036,674 1,845,788 1,846,790
due toindividuals 1,350,888 1,350,888 1,206,992 1,206,992
due to private companies - 459,134 461,349 452,713 453,091
other - 223,627 224,437 186,083 186,707
Special and lending funds 7,060 7,060 3,192 3,192
Debt securities in issue 20,044 20,044 20,003 20,003
Other financial liabilities 18,128 13,817 13,501 9,366
TOTAL FINANCIAL LIABILITIES 2,154,221 2,155,214 1,952,684 1,951,719

74 /191



NOTES TO THE FINANCIAL STATEMENTS
31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

. P
$1AULIY =' BANKAS

FINANCIAL RISK MANAGEMENT (continued)

5. Theriskinherent in insurance activities
The Bank's subsidiary Bonum Publicum (the company) is engaged in life insurance business.
Insurance risk

The insurance risk occurs from the uncertainty in estimation of the probability and timing of the insurance events used for the calculation of the
insurance premium. This risk is random and therefore unpredictable.

For the portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the principal risk that the company
faces under its insurance contracts is that the actual claims and benefit payments exceed the carrying amount of the insurance liabilities. This
could occur because the frequency or severity of claims and benefits are greater than estimated. Insurance events are random and the actual
number and amount of claims and benefits will vary from year to year from the estimate established using statistical technigues.

The company issues the contracts with mortality, morbidity, survival, casualty risks.

The company manages acceptable insurance risk by valuating the health of the insured person, habits of living, and the history of the health of his
family. The company uses a system of several levels of risk to ensure that the payable premium would conform to the state of health of the insured
person.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative variability about the expected outcome wiill
be. In addition, a more diversified portfolio is less likely to be affected by a change in any subset of the portfolio. The company has developed its
insurance underwriting strategy to diversify the type of insurance risks accepted and within each of these categories to achieve a sufficiently large
population of risks to reduce the variability of the expected outcome.

At present, these risks do not vary significantly in relation to the location of the risk insured by the company. However, undue concentration by
amounts could have animpact on the severity of benefit payments on a portfolio basis.

Concentration of risk is measured by the insurance amount of the accepted risks:

2019 2018

Maturity 3.39% 3.94%

Death 32.82% 30.40%

Critical illness 10.43% 10.80%

Death in case of accident 13.41% 13.44%
Trauma 39.95% 41.43%

The company manages these risks through its underwriting strategy and reinsurance arrangements.

The underwriting strategy is intended to ensure that the risks underwritten are well diversified in terms of type of risk and the level of insured
benefits.

The company follows the principles of conservatism and prudence to settle the price for insurance risk therefore the increase in loss rate of any
insurance risk would not impact the result of the Group significantly.

Mortality, survival, casualty and morbidity risks

Mortality, morbidity, survival, casualty risks occur because the frequency or severity of claims and benefits are greater than estimated, that will
cause that future premiums will not be sufficient to cover the future claims in case of death, illnesses or trauma. For contracts where death is the
insured risk, the most significant factors that could increase the overall frequency of claims are epidemics (such as AIDS or SARS) or wide spread
changesin lifestyle, such as eating, smoking and exercise habits, resulting in earlier or more claims than expected.

The survival insurance risk appears due to the longer life time than planned. For contracts where survival is the insured risk, the most significant
factor is continued improvement in medical science and social conditions that would increase longevity.

The most significant factor that could increase the casualty insurance risk is the departure from occupational safety, use of obsolete equipment,
increasing rate of accidents.

As the company started its operations recently and it does not have enough statistics on mortality, morbidity and casualty, for valuation of the

mortality and casualty insurance risks the company uses statistics on mortality and casualty of the population of Lithuania. For valuation of the
morbidity insurance risk the company uses morbidity tables of the reinsurance company that has a broad experience of similar activities.
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Profit or loss and insurance liabilities are mainly sensitive to changes in mortality, disability/morbidity, lapse rates, expense rates, discount rates
which are estimated for calculating adequate value of insurance liabilities during the liability adequacy test.

Changes in variables represent reasonably possible changes in variables mentioned which could have occurred and would have led to significant
changes in insurance liabilities as at the end of the reporting period. These reasonably possible changes represent neither expected changes in
variables nor worst-case scenarios.

The analysis was prepared for a change in variables with all other assumptions remaining constant and ignores changes in the values of the related
assets.

Sensitivity was calculated for the worse direction in movement; therefore, sensitivity to changes was calculated for a 10% increase in mortality,
longevity, disability and morbidity, lapse rates and expense rates. Hence changes in discount rates are stated in 100 basis points for both

directions.

The Company's sensitivity to the changes in key variables that have a materialimpact, 31 December 2019

Variable Change in variable Change in profit/loss Change in insurance liability
Mortality 10% (569) 569
Longevity 10% (13) 13
Disability/Morbidity 10% (351) 351
Lapse rate 10% (138) (138)
Expense rate 10% (868) 868
Discount rate 100 bp 1,363 (1,363)
(100 bp) (1,626) 1,626

The Company's sensitivity to the changes in key variables that have a materialimpact, 31 December 2018

Variable Change in variable Change in profit/loss Change in insurance liability
Mortality 10% (408) 408
Longevity 10% (10) 10
Disability/Morbidity 10% (260) 260

Lapse rate 10% (391) 391

Expense rate 10% (685) 685

Discount rate 100 bp 1,190 (1,190)

(100 bp) (1,524) 1,524

Loss rate according to insurance groups:
2019 (%) 2018 (%)
Life insurance

Unit-linked insurance 14.2 14.0
Term life insurance 8.8 5.1
Endowment insurance 14.3 135
Scholarship insurance 123.8 101.6
Pension insurance 51.4 17.2
Overallloss rate 16.4 14.6

Loss rates byinsurance groups were calculated by dividing total claims costs (including change in outstanding claims reserve) per insurance group

by gross earned premiums.

Claims lag risk

Claims lag risk occurs when the event is incurred but not yet reported to the Company. If the part of incurred but not reported claims would
increase or decrease by 10% during the reporting year, the profit and the equity of the Company would decrease or increase by EUR 6 thousand
(2018 —EUR 7 thousand).
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Cancellation risk

Cancellation risk is a risk, when the insurance contract is terminated on the initiative of the policyholder earlier than the contract expires. The
surrender value, paid to the policyholder, in case of the contract cancellation, consisted of share from the total mathematical technical provision
(2019:6.6%, 2018: 13.9%), except unearned premium technical provision for the end of the reporting year. Due to the fact that technical provision
for every contract is not less than the surrender amount in case of the contract cancellation, therefore, increased number of cancellations shall
not affect the results of the Company in the long run. Immediate profits in the current year are netted by decrease in the future income of the
Company.

The company manages such risk through the prevention of the cancellation, by notifying the policyholder of possible cancellation due payment
delay of a periodical insurance premium, by proposing to change the terms of the contract according to the present situation.

Technical provisions inadequacy risk

Technical provisions inadequacy risk is a risk that calculated insurance technical provisions will be insufficient to reflect (cover) company's
underwriting insurance liabilities. In order to reduce the technical provisions inadequacy risk the company periodically tests technical provisions
adequacy and ensures compliance with set limits.

6. Operational risk

Operational risk is the risk to incur losses due to inadequate internal control processes or incorrect process implementation, errors and(or) illegal
actions of employees, malfunctioning of information systems or external incidents. Unlike other risks (credit, market, liquidity), which are not being
taken on purposefully, with anticipation of benefits, operational risk occurs naturally in the course of Bank's business.

The principles for management operational risk in the Bank: proper identification and assessment of operational risk; preventing larger operational
risk and losses by implementation of efficient internal control; proper organisation and supervision of internal control environment by continuous
revision of applicable control methods; concentration of resources and time towards identification and management of main sources of
operational riskin all the areas of Bank's activity.

The Bank has prepared and continuously improves the operational risk management principles and tools applicable to the Bank and its
subsidiaries, which are defined in the documents regulating the operational risk management of the Bank and subsidiaries of the Bank.

A system for registration of the operational risk events: the operation of the system is described in the Operational Risk Event Administration and
Operational Risk Event Registration Manual, whereas, the events are registered in the Administrative Information System (AIS).

Monitoring system of operational risk indicators and their limits: reputation risk is managed by the Bank through an operational risk indicator system.
Part of the events recorded in the system of operational risk indicators, both which have the features of Reputation risk and which may cause
significant losses to the Bank, are included in the Register of operational risk Events, where they are monitored, analysed and evaluated
accordingly.

Banking product design and development process: the process within the Bank includes all new products and services and / or those that are being
replaced. The purpose of this process is to avoid unexpected banking risks and to help ensure the quality of new and / or improved products and
services.

Business continuity management: the Bank is actively working to prevent Critical situations and / or enhance its ability to manage such Critical
situations. The Bank distinguishes the following types of Critical situations: Emergencies; IT incidents; events related to violations of the Bank;
liquidity problems. The Bank's Business Continuity Plan (BCP) consists of the documents regulating the Management of Critical Situations
(Emergencies, Temporary Disruptions, IT Incidents, Disruptions in the Main Business Processes, Events Related to Banking Faults, Reputation
Risks, Liquidity Issues), the Crisis Communication Plan and other pertinent important information.

In 2019, the Bank continued to improve the operational risk management system and internal control arrangements of the Bank and its
subsidiaries. For this purpose, the following internal legislation has been updated: Operational Risk Management Procedure, Procedure for
Investigation of Extremely Significant Operational Risk Events, Guidelines on Operational Risk Event Registration. Moreover, new internal
legislation documents have been drafted: Procedures for the Administration of Operational Risk Events and Guidelines for the Operational Risk
Management of the Subsidiaries of the Bank.

In 2020, attention will be paid to the Bank's business continuity management, improvement of internal control organization and formalization of
data and information quality assurance processes.
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7. 1T risk

Information technology (IT) risk is a probability of loss caused by IT related incidents, when information systems fail or are misused, also when
systems are insufficiently developed and lag behind market standards or do not comply with regulatory requirements. Timely development of
electronic services remains as very important Bank's goal, therefore importance of IT risk management is increasing. Main goal of Bank's IT risk
management —avoid or minimize losses caused by IT related factors.

Bank's IT risk is regulated by IT risk management procedure. System of key IT risk indicators (KRIs) helps in measurement and management of IT
risk level, this system is constantly updated. Significant efforts remain devoted towards proper access management, personal data security, IT
continuity and disaster recovery

In 2019 Bank continuedimplementing IT risk decreasingmeasures. In 2019 Q2 external IT company prepared Bank's IT governance improvement
report. After analysis of this report, IT department implemented some IT governance improvements —organizational structure of IT department
was renewed, cooperation with main banking system is being strengthened. Big part of remaining recommendations was included in 2020 IT
strategical plan. Bank's IT security situation was significantly improved by workstation modernization project carried out with partner Telia Lietuva,
project was successfully completed in 2019 Q3.

8. Compliance risk

Compliance risk is the risk that the Bank's activities do not comply with the financial institution regulatory requirements set forth in the national
legal acts, the EBA (European Banking Authority), the ESMA (European Security and Markets Authority) and Bank of Lithuania guidelines and
positions. The compliance function areas were established by the Bank taking into consideration the volume of operations, the complexity of the
activities, transactions executed and their risk level. The compliance function performs compliance risk self assessment using risk-based
approach on a regular basis and informs Bank's management about the identified risks and their mitigation measures. During 2019, the
compliance function was active in area of anti-money laundering (AML) and terrorist financing prevention, strengthening the implementation of
requirements of AML and terrorist financing prevention regulation. Compliance function actively encouraged process improvement and
compliance in the financial instruments market field, consulted regarding anti-market abuse related rules and regulations.

9. Model risk

The Bank defines modelrisk as the risk to incur a financial loss or to make incorrect business decisions, publish false reporting disclosures because
of the usage of models. In 2019, the Bank validated some of its most significant models and drew up actions plans for their improvement. It is
planned to further strengthen integration of model risk management in Bank’s daily processes.

10. Stress tests

Besides the regular assessment of the risks and the capital requirement calculation, the Group also performs stress tests which are a part of
Internal Capital Adequacy Assessment Process (ICAAP). During this process it is determined if the Bank's capital is sufficient to cover the possible
losses which may occur because of the financial status deterioration. Stress testing for all of the risks is performed once a year in accordance with
the requirements set by the Bank of Lithuania. Ad hoc stress tests for separate risks are performed in case there is a need to understand the
possible impacts of underlying factors.

11. Capital management

The capital of the Group is calculated and allocated for the risk coverage following the Capital requirements regulation and directive —
CRR/CRD IV. The Group's objectives when managing own funds are as follows:

1)  to comply with the own funds requirements set by the European Parliament and the Council of the European Union as well as the
internal target capital requirements;

2) to safeguard the Bank's and the Group's ability to continue as a going concern so that it can provide returns for shareholders and
benefits for other stakeholders;

3)  tosupport the development of the Group's business with the help of the strong capital base.

Information regarding capital adequacy is submitted to the supervising authority quarterly in accordance with the CRR/CRD IV requirements.

The Group's own funds are divided into two tiers:

1)  Tier 1 capital consists of paid capital instruments, share premium, previous years retained earnings, eligible profit or loss, accumulated
other comprehensive income, provisions for general banking risk and other reserves. This capital is reduced by CET1 deductions of
prudential filters, goodwill, intangible assets and deferred tax assets;

2)  Tier 2 capital consists additional Tier 2 capital, which is comprised of eligible subordinated loans.
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The Bank is subject to following capital requirements set by supervisory authorities:

%

Minimal own funds requirement 4.5

Pillar 2 requirement 1.4

CET1 ratio 59

Tier 1 capital ratio 9.4

Capital conservation buffer 2.5

O-Sll (other systematically important institution) buffer 0.5
Countercyclical capital buffer 1.0

Total capital ratio 13.4

The Bank is also subject to a non-binding recommendatory Pillar 2 guidance (P2G) buffer of 1.0%, thus recommended prudential total capital
requirementis 14.4%.

The risk-weighted assets are measured under a standardised approach using risk weights classified according to the nature of each assets and
counterpart, taking into account collaterals and guarantees eligible for risk mitigation.A similar treatment with some adjustments is adopted for

the off-balance sheet exposures. Capital requirements for operational risk are calculated using the Basic Indicator Approach.

The table below summarizes the main capital ratios of the Bank and Group for the years ended 31 December 2019 and 2018.

2019 2018

Group Bank Group Bank

CET1 = Tier 1 capital 247,369 249,744 219,876 214,977

Tier 2 capital 20,000 20,000 - -

Total own funds 267,369 269,744 219,876 214,977

Total risk weighted exposure amount 1,654,110 1,676,058 1,470,692 1,450,395
CET1 = Tier 1 capital ratio 14.95% 14.90% 14.95% 14.82%

Total capital ratio 16.16% 16.09% 14.95% 14.82%

The profit of the current year is not included in Tier 1 capital until it is verified by independent auditors. If the profit for the year 2019 was included
in Owns funds of the Group and the Bank as of 31 December 2019, it would cause the Total capital ratio to increase to 18.87% and 18.74%
respectively.

According to Solvency Il directive Bank's subsidiary Bonum Publicum GD UAB has to ensure that all the time its own funds must be higher than
Solvency Capital Requirement and Minimum Capital Requirement, which enables the company to cover potential losses and reasonably assure
policyholders that payables will be paid out. Solvency Il ratio is being calculated and reported quarterly to supervisory authority, the Bank of
Lithuania, the minimum requirement is set at 100%. Company's Solvency Il ratio was 192.13% as of 31 December 2019 (239.16% as of 31
December 2018).

Other companies comprising the Group are not subject to supervisory requirements on a company level. General principles stipulated in the
Republic of Lithuania Law on Limited Liability Companies apply —i.e. share capital of the company cannot be less than EUR 2.5 thousand, it the
company's shareholders' equity becomes less than %2 of the share capital in the charter of the company, the company has to remediate the
situation over the prescribed period of time.

During the years ended 31 December 2019 and 31 December 2018, the Group and the Bank complied with prudential requirements to which it
was subject.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Impairment losses on loans and finance lease receivables. The Bank and the Group review their loan and finance lease portfolios to assess
impairment at least on a quarterly basis. In determining the impairment loss amount, the Group makes multiple judgements and estimates,
including forward looking assumptions. When making expected credit loss estimate, the Bank and the Group analyse financial information
received from a client and client's performance in servicing its loans. The methodology and assumptions used (the credit rating of the client; the
recoverability ratio applied; discounted market value of pledged assets) for assessment of client's ability to service debt and estimating both the
amount and timing of future cash flows are reviewed regularly to reduce any difference between loss estimates and actual loss experience.
However due to inherent limitations of the methodology, the calculated impairment loss as at 31 December 2019 may be inadequate to reflect
the losses of the loan portfolio. Please see section 1.3.b of Financial risk management dislosure for the impairment loss sensitivity analysis.

Impairment losses on investments in subsidiaries. The Bank tests investments in its subsidiaries for impairment when impairment indicators are
identified. The Bank establishes recoverable amount of investments in subsidiary companies based on discounted future estimated net cash
flows to be earned by a subsidiary. Future net cash flows to be earned by investment management and real estate development subsidiaries are
based on estimated inflow from sales of financial and other assets held by these subsidiaries less estimated cash outflow related to management
and development costs. Future net cash flows from subsidiary involved in leasing operations are estimated based on future expected interest
income to be earned on lease portfolio less cash outflows related to financing activities and administration costs. Discount rates are based on
current cost of capital used for investments in these subsidiaries. The Group's management applies judgement in estimating cash flows and
discount rates used inimpairment testing.

Impairment of goodwill. Goodwill is tested for impairment annually. In order to determine if the value of goodwill has been impaired, the cash-
generating unit to which goodwill has been allocated is valued using present value techniques, which are further described in Note 17. The Group's
management applies judgement in estimating cash flows and discount rates used in impairment testing, changes in these judgements and
estimates can significantly affect the assessed value of goodwill. Increase of discount rate used in impairment testing by 2% (other factors held
constant) would decrease the net present value of cash generating unit by EUR 892 thousand and would not result in additional impairment of
goodwill (2018: decrease the value by EUR 2,799 thousand and result in additional impairment of goodwill of EUR 1,352 thousand).

Inventories. Net realizable value of apartments held for sale and property for development is based either on current estimated sales price of an
asset or on expected discounted future cash flows from future development and realization of an asset based on the Group's management plans
with respect to a certain asset. Inputs in estimating sales price and future cash flows from development of an asset are based on current market
prices. The Group's management applies judgement in estimating cash flows and discount rates used inimpairment testing.

Liabilities related to insurance activities. The value of liabilities related to insurance activities (technical insurance provisions) is determined by
making assumptions and estimates that have impact on the reported amounts. These estimates and assumptions are regularly reviewed and
based on historic experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Please see section 5. of Financial risk management dislosure for the liabilities related to insurance activities sensitivity analysis.

Taxes. The tax authorities have carried out a full-scope tax audit at the Bank for the years 1998 to 2001 (income tax audit was done for the period
from 1998 to 2000). There were no significant remarks or disputes. The tax authorities may at any time inspect the books and records within 5
years subsequent to the reported tax year, and may impose additional tax assessments and penalties. The Bank's management is not aware of
any circumstances which may give rise to a potential material liability in this respect.

The deferred tax assets recognised at 31 December 2019 have been based on future profitability assumptions of the Bank over a five year
horizon. In the event of changes to these profitability assumptions, the tax assets recognised may be adjusted.
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SEGMENT INFORMATION

A summary of major indicators for the main business segments of the Group included in the Statement of financial position as at
31 December 2019 and in the Statement of comprehensive income for the year then ended is presented in the table below.

Traditional banking Non-core Other
operations andlending  Treasury banking activities activities Eliminations Total
Internal (471) - 412 17 42 -
External 69,868 9,470 849 437 - 80,624
Interest income 69,397 9,470 1,261 454 42 80,624
Internal (17) - - (359) 376 -
External (5,357) (2,740) (101) (14) = (8,212)
Interest expenses (5.374) (2,740) (101) (373) 376 (8,212)
Internal (488) - 412 (342) 418 -
External 64,511 6,730 748 423 = 72,412
Net interest income 64,023 6,730 1,160 81 418 72,412
Internal 107 - - (115) 8 -
External 16,746 = = (32) = 16,714
Net fee and commission income 16,853 - - (147) 8 16,714
Internal (381) - 412 (457) 426 -
External 81,257 6,730 748 391 - 89,126
Net interest, fee and commissions income 80,876 6,730 1,160 (66) 426 89,126
Internal (45) - - (46) 91 -
External (32,108) (3,094) - (11,562) - (46,764)
Operating expenses (32,153) (3,094) - (11,608) 91 (46,764)
Amortisation charges (702) (77) - (56) - (835)
Depreciation charges (2,165) (221) - (374) - (2,760)
Internal - - 1,541 246 (1,787) =
External (7,661) - (76) (655) - (8,392)
Impairment expenses (7.661) - 1,465 (409) (1,787) (8.392)
Internal (118) = 4,805 (83) (4,604) -
External 9,047 3,485 1,871 14,974 - 29,377
Net otherincome 8,929 3,485 6,676 14,891 (4,604) 29,377
Profit (loss) before tax 47,124 6,823 9,301 2,378 (5.874) 59,752
Income tax (7,190) (690) = (350) S (8,230)
Profit (loss) per segment after tax 39,934 6,133 9,301 2,028 (5.874) 51,522
Non-controlling interest = = = = = =
Profit (loss) for the year attributable to the 39.934 6.133 9.301 2028 (5.874) 51522
owners of the Bank
Total segment assets 1,796,872 767,074 22,430 66,456 (144,646) 2,508,186
Total segment liabilities 1,573,157 670,357 19,602 48,704 (114,438) 2,197,382
Net segment assets (shareholders’ equity) 223,715 96,717 2,828 17,752 (30,208) 310,804
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SEGMENT INFORMATION (continued)

A summary of major indicators for the main business segments of the Group included in the Statement of financial position as at
31 December 2018 and in the statement of comprehensive income for the year then ended is presented below:

Traditional banking Non-core Other
operations andlending  Treasury banking activities activities Eliminations Total
Internal 2,248 - 549 - (2,797) -
External 58,438 10,766 1,204 852 - 71,260
Interest income 60,686 10,766 1,753 852 (2,797) 71,260
Internal (2,302) - - (603) 2,905 -
External (5,305) (3,196) 72 (5) = (8,434)
Interest expenses (7.607) (3.196) 72 (608) 2,905 (8,434)
Internal (54) - 549 (603) 108 -
External 53,133 7,570 1,276 847 = 62,826
Net interest income 53,079 7,570 1,825 244 108 62,826
Internal 202 - - (116) (86) -
External 14,222 = = (23) = 14,199
Net fee and commission income 14,424 - - (139) (86) 14,199
Internal 148 - 549 (719) 22 -
External 67,355 7,570 1,276 824 - 77,025
Net interest, fee and commissions income 67,503 7,570 1,825 105 22 77.025
Internal (49) (3) - (16) 68 -
External (27,717) (2,702) = (6,742) = (37,161)
Operating expenses (27,766) (2,705) - (6.758) 68 (37,161)
Amortisation charges (552) (57) - (61) - (670)
Depreciation charges (1,040) (110) - (162) - (1,312)
Internal = = (2,241) 914 1,327 -
External (2,983) - (1,548) (3,212) - (7,743)
Impairment expenses (2,983) - (3,789) (2,298) 1,327 (7,743)
Internal 12 - 4,662 11 (4,685) =
External 6,953 2,447 10,365 8,097 - 27,862
Net other income 6,965 2,447 15,027 8,108 (4,685) 27.862
Profit (loss) before tax 42,127 7,145 13,063 (1,066) (3.268) 58,001
Income tax (4,942) (474) - 53 - (5,363)
Profit (loss) per segment after tax 37,185 6.671 13,063 (1,013) (3.268) 52,638
Non-controlling interest = = = = = =
Profit (loss) for the year attributable to the 37185 6.671 13.063 (1.013) (3.268) 52638
owners of the Bank
Total segment assets 1,471,291 772,909 45,742 67,370 (95,583) 2,261,729
Total segment liabilities 1,288,613 679,326 40,203 50,509 (71,660) 1,986,991
Net segment assets (shareholders’ equity) 182,678 93,583 5,539 16,861 (23,923) 274,738

Distribution of the Group's assets and revenue according to geographical segmentation

All Bank's and Group's non-current assets other than financial instruments are located in Lithuania. No material revenue is earned by the Group
in foreign countries.
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NOTE 1
NET INTEREST INCOME
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2019 2018
Group Bank Group Bank
Interest revenue calculated using the effective interest method (on financial
assets at amortized cost and fair value through other comprehensive income): 73,401 63,842 64,839 57,798
onloans to other banks and financial institutions and placements with credit 808 1396 330 2565
institutions
onloans to customers 63,413 50,422 54,172 44,930
ondebt securities at amortized cost 8,942 8,818 10,049 10,049
on debt securities at fair value through other comprehensive income 238 206 286 254
Other similar income: 7,223 7,074 6,421 5,943
on debt securities at fair value through profit or loss 507 392 814 419
on finance leases 6,664 6,630 5525 5,442
other interestincome 52 52 82 82
Totalinterestincome 80,624 70,916 71,260 63,741
Interest expense:
on financial liabilities designated at fair value through profit or loss = = (860) (860)
on financial liabilities measured at amortised cost (7,795) (7,806) (7,330) (7,339)
on other liabilities (417) (226) (244) (244)
Total interest expense (8,212) (8,032) (8,434) (8,443)
Net interestincome 72,412 62,884 62,826 55,298
2019 2018
Group Bank Group Bank
Fee and commission income:
for administration of loans of third parties 4,359 4,359 3,811 3,811
for settlement services 5,634 5651 5222 5,254
for cash operations 5,595 5,595 4,349 4,349
for account administration 3,843 3,843 3,069 3,069
for guarantees, letters of credit, documentary collection 685 685 516 516
for collection of utility and similar payments 269 273 253 257
for services related to securities 1,694 1,807 1,395 1,486
other fee and commission income 712 1,009 903 367
Total fee and commission income 22,791 23,222 19,518 19,109
Fee and commission expense:
for payment cards (3,315) (3,309) (3,097) (3,093)
for cash operations (1,130) (1,130) (916) (916)
for correspondent bank and payment system fees (611) (456) (422) (303)
for services of financial data vendors (189) (189) (185) (185)
for services related to securities (590) (583) (468) (468)
other fee and commission expenses (242) (242) (231) (231)
Total fee and commission expense (6,077) (5,909) (5.319) (5,196)
Net fee and commission income 16,714 17,313 14,199 13,913

83 /191



NOTES TO THE FINANCIAL STATEMENTS
31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

NOTE 3
NET GAIN FROM TRADING ACTIVITIES
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2019 2018
Group Bank Group Bank
Net gain from operations with securities 7,189 3,486 962 2,448
Net gain from foreign exchange and related derivatives 7,855 7,790 6,931 6,762
Net gain (loss) from other derivatives | (31) (31) 4 4
Total net gain from trading activities | 15,013 11,245 7.897 9,214
NET GAIN FROM OPERATIONS WITH SECURITIES

2019 2018
Group Bank Group Bank

Securities in the trading book:
Realised gain (loss) on equity securities 161 49 79 (16)
Unrealised gain (loss) on equity securities 3,252 17 (1,195) (5)
Realised gain on debt securities 414 378 335 353
Unrealised gain (loss) on debt securities 552 549 (841) (367)
Dividend and other income from equity securities in the trading book 35 35 25 25
Net gain (loss) on securities in the trading book 4,414 1,028 (1,597) (10)

Investment securities:
Realised gain (loss) on investment equities at fair value through profit or loss 163 151 5) (24)
Unrealised gain on investment equities at fair value through profit or loss 516 211 69 6
Realised gain on debt secuirities at fair value through other comprehensive income 166 166 74 74
Realised gain on debt securities at amortized cost 1,923 1,923 2,399 2,399
Dividend and other income from investment equities 7 7 12 3
Net gain on investment securities 2,775 2,458 2,559 2,458
Total 7.189 3,486 962 2,448

Group's net gain on operations with securities in the trading book includes investment result of the insurance company assets under unit-linked
contracts (see Note 5): a net gain of EUR 3,342 thousandin 2019 and a net loss of EUR 1,135 thousand in 2018.

NET GAIN FROM FOREIGN EXCHANGE AND RELATED DERIVATIVES

2019 2018

Group Bank Group Bank

Net gain from foreign exchange 3,703 3,638 2,152 1,983

Net gain (loss) from derivatives related with foreign exchange 4,152 4,152 4,779 4,779
Total 7.855 7.790 6.931 6.762

Group's net gain from foreign exchange includes investment result of the insurance company assets under unit-linked contracts (see Note 5): a
net gain of EUR 65 thousand in 2019 and a net gain of EUR 162 thousandin 2018.

NET GAIN (LOSS) FROM OTHER DERIVATIVES

2019 2018

Group Bank Group Bank

Net gain (loss) from derivatives related to prices of financial instruments (31) (31) 4 4
Total (31) (31) 4 4
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NOTE 4
OTHER OPERATING EXPENSES

2019 2018

Group Bank Group Bank

Rent of buildings and premises (191) (196) (1,458) (1,261)

Utility services for buildings and premises (748) (681) (684) (622)

Other expenses related to buildings and premises (1,389) (1,385) (333) (331)
Transportation expenses (413) (319) (529) (361)

Legal costs (368) (368) (390) (390)

Personnel and training expenses (389) (371) (241) (222)

IT and communication expenses (3,698) (3,329) (2,430) (2,210)

Marketing and charity expenses (3,319) (1,685) (2,968) (1,817)

Service organisation expenses (1,582) (1,440) (1,302) (1,147)

Non-income taxes, fines (1,368) (793) (521) (78)

Costs incurred due to debt recovery (423) (175) (388) (247)

Other expenses (1,270) (588) (902) (431)

Total (15,158) (11,330) (12,146) (9,117)
NOTE 5
REVENUE AND EXPENSES RELATED TO INSURANCE ACTIVITIES

Bank's subsidiary Bonum Publicum GD UAB (insurance company) is engaged inlife insurance business. Revenue and expenses from main activities

of this company are presented in the tables below.

REVENUE RELATED TO INSURANCE ACTIVITIES

2019 2018
Group Bank Group Bank
Revenue related to insurance activities 6,962 - 6,465 -
Total 6,962 - 6,465 -
EXPENSES RELATED TO INSURANCE ACTIVITIES

2019 2018
Group Bank Group Bank
Expenses related to insurance activities: -

change of the technical insurance provisions that covers the result of
investment of assets under unit-linked contracts* (3,447) o 931 =
other changes of the technical insurance provisions (1,481) - (1,493) -
insurance benefits paid (3,271) - (2,903) o
commission expenses incurred and other (565) - (465) -
Total (8,764) - (3,.930) -

* The investment result of the insurance company assets under unit-linked contracts is included in the following income statement lines:

2019 2018

Group Bank Group Bank

Interest and similar income 40 - 42 -

Net gain (loss) from operations with securities 3,342 = (1,135) =
Net gain from foreign exchange 65 - 162 -

Total 3,447 - (931) -
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NOTE 6
OTHER INCOME
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NET GAIN FROM DISPOSAL OF TANGIBLE ASSETS

In 2019 net gain on disposal of tangible assets (mostly real estate, accounted for as Property, plant and equipment, Investment property or
Inventories in the statement of financial position) at the Group amounted to EUR 3,462 thousand (Bank: net gain of EUR 198 thousand).In 2018
net gain on disposal of tangible assets (mostly real estate, accounted for as Property, plant and equipment, Investment property or Inventories in
the statement of financial position) at the Group amounted to EUR 2,449 thousand (Bank: net gain of EUR 273 thousand).

NET GAIN FROM DERECOGNITION OF FINANCIAL ASSETS

Net gain from derecognition of financial assets (for the year ended 31 December 2018: Group EUR 2,442 thousand, Bank EUR 1,184 thousand;
for the year ended 31 December 2018: Group EUR 582 thousand, Bank EUR 582 thousand) is based on the difference of the carrying value of
loans at the moment of sale and the proceeds from sale.

OTHER OPERATING INCOME

2019 2018
Group Bank Group Bank
Income from rent of investment property and other income from investment
property 803 157 626 275
Income from rent of other assets 199 111 252 167
Net gain (loss) from modification of financial assets 124 124 (42) (42)
Otherincome 372 188 539 110
Total 1,498 580 1,375 510

7
IMPAIRMENT LOSSES

2019 2018
Group Bank Group Bank
(restated)
Impairment losses on loans:
Impairment charge for the year, net (see Note 13) 8,000 4,674 4,834 4,090
Recoveries of loans previously written off (1,808) (422) (1,407) (656)
Totalimpairment losses (reversals) on loans 6,192 4,252 3,427 3,434
Impairment losses on finance lease receivables:
Impairment charge for the year, net (see Note 14) 1,341 1,367 (316) (305)
Recovered previously written-off finance lease receivables (375) - (170) -
Total impairment losses (reversals) on finance lease receivables 966 1,367 (486) (305)
Total impairment losses (reversals) on loans and finance lease receivables 7.158 5,619 2,941 3,129
Impairment losses on financial assets other than loans and finance lease
receivables:
Due from other banks: impairment charge, net (see Note 10) 9 9 (9) (9)
Debt securities: impairment charge, net (see Note 15) (62) (70) 68 68
Other financial assets: impairment charge, net (see Note 19) 134 138 73 75
Total impairment losses on financial assets other than loans and ﬁnange lease 81 77 132 134
receivables:
Non-financial assets:
Gooawill: impairment charge - - 1,400 -
Non-financial assets other than goodwill: impairment charge 1,100 616 3,543 1,321
Non-financial assets other than goodwill: reversal of impairment charge (385) (135) (627) (2)
Total impairment losses on non-financial assets: 715 481 4,316 1,319
Provisions (see Note 25):
Provisions for pending legal issues: charge - - 103 103
Provisions for commitments and guarantees given: charge 438 = 251 =
Total provisions: 438 - 354 103
Total impairment losses on other assets 1,234 558 4,802 1,556
Impairment losses on subsidiaries (see Note 16) (restated):
Investments in subsidiaries: impairment charge = = = 1,996
Investments in subsidiaries: reversal of impairment charge - (1,996) - -
Total impairment losses on subsidiaries = (1,996) = 1,996
Total 8,392 4,181 7,743 6,681

Impairment losses on other non-financial assets other than goodwill include impairment of investment properties (Note 26), inventories, assets
classified as held for sale and other non-financial assets (Note 19).
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INCOME TAX
2019 2018
Group Bank Group Bank
Current tax 8,477 7,581 5471 4,747
Deferred taxes 81 (353) (379) (274)
Deferred tax adjustment due to change in tax rate | (29) (29) - -8,
Adjustment of previous year income tax | (299) (299) 271 271
Total 8,230 6,900 5,363 4,744

The tax onthe Bank's and the Group's profit before tax differs from the theoretical amount that would arise using the basic tax rate as follows:

2019 2018
Group Bank Group Bank
(restated)
Profit before income tax from continuing operations 59,752 60,003 58,001 56,755
Tax calculated at a tax rate of 15% 8,963 9,000 8,700 8,513
Income not subject to tax (2,982) (1,593) (3,913) (2,413)
Expenses not deductible for tax purposes 2,894 133 2,468 532
Additional deduction of film, charity expenses (341) (341) (1,032) (1,032)
Adjustments of previous year income tax (311) (299) 271 271
(Utilisation of) tax losses for which no deferred tax asset was recognized - - (4) -
Unrecognized deferred tax assets for recognized tax losses 7 = = =
Tax impact of IFRS9 adoption - - (1,127) (1,127)
Income tax charge 8.230 6.900 5,363 4,744
Deferred tax assets
Group Bank
gS] = B = he]
5 5 % o s 5 S 5 3
5 € tesg & 3 g & 3 § ¢
§5sf £82F ¢ B. 2 S e R S 858
230§ Ss o= S o G i 35 - S o G S 3G § -
855 .383¢8¢ § g8 s x: g S g8 5 3§85 3
¢sg £g58 f KE g 8¢ R < £k g &&8 2
At 1 January 2018 - (403) (278) (1,127) - (59) (1,867) (256) (1,127) - - (1,383)
Tobecredited/(charged) tonet - (189)  (46) - - 22 @57 (44) - - - (44)
profit
Reclassifications (273) (3) 22 - - - (254) - - - (273) (273)
To be credited/ (charged) to
other comprehensive income ) ) ) ) ) ) ) ) ) ) ) )
To be credited directly to equity - 1,127 - - 1,127 - 1,127 - - 1,127
At 31 December 2018 (273) (595) (302) = = (81) (1,251) (300) = = (273) (573)
Impact of change in accc?urjt/ng B B B - 7) - 7) - B (7) B (7)
principles
At 1 January 2019 (273) (595) (302) - (7) (81) (1,258) (300) - (7) (273) (580)
Tobecredited/(charged) ’?fg;i (239) 33 (128) - 16 55 (263)|  (130) - 16 (239)  (353)
To be credited/ ( ;harged) to 131 B B B . B 131 B } _ 131 131
other comprehensive income
Tax rate change effect (14) - (15) - - - (29) (15) - - (14) (29)
At 31 December 2019 (395) (562)  (445) = 9 (26) (1,419) (445) = 9 (395) (831)
Deferred tax liabilities
Group Bank
Revaluation of Revaluation of
financial instruments financial instruments
Right of use and other assets Total and other assets
At 1 January 2018 - 547 547 38
To be credited/(charged) to net profit = (122) (122) (230)
Reclassification - 254 254 273
To be credited/ (charged) to other comprehensive income = (81) (81) (81)
At 31 December 2018 - 598 598 -
Impact of change in accounting principles (2) = (2) =
At 1 January 2019 (2) 598 596
To be credited/(charged) to net profit 1 343 344 =
To be credited/ (charged) to other comprehensive income - (23) (23) -
At 31 December 2019 (1) 918 917 -
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NOTE 8
INCOME TAX (continued)

Taxable losses of the Group and the Bank are carried forward for indefinite term through the use of future taxable profits. Management of the
Bank has estimated that future taxable profits of the Bank and the Group will be sufficient to realize the accumulated tax losses. Therefore
deferredtax asset from the accumulated tax losses was recognized. Projected terms of expected utilization of deferred tax assets are presented
in the table below:
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2019 2018

Group Bank Group Bank

Upto 1 year (874) - 600 520
2-5years 1,376 831 53 53
Total | 502 831 653 573

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax
liabilities. The following amounts, determined after appropriate offsetting, are shown in the balance sheet:

2019 2018

Group Bank Group Bank

Deferred tax assets (1,419) (831) (1,251) (573)
Deferred tax liabilities 917 = 598 =

NOTE 9
EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the net profit for the period by the weighted average number of ordinary shares inissue during
the period. There were no potential ordinary shares at 31 December 2019 and 31 December 2018, therefore the Group had no dilutive potential
ordinary shares and diluted earnings per share are equal to basic earnings per share.

The number of shares inissue for the year ended 31 December 2019 and 31 December 2018 was 600,726 thousand. Weighted average number
of sharesinissue for the year ended 31 December 2019 was 600,707 thousand (2018: 546,401 thousand).

Basic earnings per share

Group
2019 2018
Net profit from continuing operations attributable to equity holders 51,522 52,638
Net profit (loss) from discontinued operations attributable to equity holders - -
Net profit attributable to equity holders 51,522 52,638
Weighted average number of shares in issue during the period (thousand units) 600,707 546,401
Basic earnings per share (EUR) 0.09 0.10
Basic earnings per share (EUR) from continuing operations 0.09 0.10
Basic earnings per share (EUR) from discontinued operations = =

2019 2018
Group Bank Group Bank
Cash and other valuables 63,322 63,206 48,380 46,997
Balances in bank correspondent accounts:
Gross value 31,424 28,205 28,936 28,747
Allowance for impairment (13) (13) (11) (11)
Total balances in bank correspondent accounts, net value 31,411 28,192 28,925 28,736
Placements with Central Bank:
Correspondent account with Central Bank 69,961 69,961 - -
Mandatory reserves inlocal currency, gross value 20,233 20,233 12,000 12,000
Mandatory reserves in local currency, allowance for impairment (10) (10) (1) (1)
Total placements with Central Bank, net value 90,184 90,184 11,999 11,999
Total 184,917 181,582 89,304 87,732
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NOTE 10
CASH AND CASH EQUIVALENTS (continued)

The compulsory reserves held in the Bank of Lithuania are estimated on a monthly basis based on the value of indicated liabilities using the
established compulsory reserve rate. With effect from 1 January 2015, the compulsory reserve rate was set at 1%. The mandatory reserves are
held with the Bank of Lithuania in the form of current deposits. The Bank is free to use the funds held in the current account with the Bank of
Lithuania, the average monthly amount of which may be not less than the estimated compulsory reserves.
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The balances inbank correspondent accounts and placements with Central Bank are classified as Stage 1 financial assets. Breakdown of balances
in bank correspondent accounts by credit rating is presented in the table below:

Rating *
2019 2018
| Group Bank Group Bank
FromAA-to AA+ | 10,887 8,704 13,285 13,161
FromA-to A+ 6,907 6,907 1,340 1,340
From BBB- to BBB+ 7,684 6,778 8,884 8,830
Lower than BBB- 1,553 1,553 1,960 1,960
No external credit rating (Standard internal rating) | 4,393 4,263 3,467 3,456
Total | 31,424 28,205 28,936 28,747

* for local banks that are subsidiaries of foreign banks, credit rating of the parent institution is used in case no credit rating of the local institution
is available.

Reconciliation of allowance for impairment of cash and cash equivalents (including due from banks presented in Note 11) is presentedin the table
below:

Group Bank

Allowance forimpairment of cash equivalents and due from banks as of 1 January 2018: 22 22
Change in allowance for impairments 9) 9)

Allowance for impairment of cash equivalents and due from banks as of 31 December 2018: 13 13
Change in allowance for impairment 9 9

FX and other movements 1 1

Allowance for impairment of cash equivalents and due from banks as of 31 December 2019: 23 23

No cash and cash equivalents were pledged as of 31 December 2019 and 2018.

Liabilities from financing activities

The table below sets out movements in the Group's liabilities from financing activities for each of the periods presented. The items of these
liabilities are those that are reported as financing activities in the statement of cash flows.

2019 2018
Dividends Debt securities Lease Total Dividends  Debt securitiesin Total

payable inissue liabilities payable issue
As at 1 January 16 20,003 3,625 23,644 23 20,003 20,026
Dividends declared 17,421 = = 17,421 2,265 = 2,265
Issuance in cash - 20,000 - 20,000 - - -
Contract additions / terminations = = 528 528 = = =
Payment in cash (17,382) - (1,431) (18,813) (2,272) - (2,272)
Redemption in cash = (20,000) = (20,000) = = =
Accrued interest - 161 58 219 - 120 120
Coupon payments in cash = (120) o (120) = (120) (120)
As at of 31 December 55 20,044 2,780 22,879 16 20,003 20,019

The table below sets out movements in the Bank's liabilities from financing activities for each of the periods presented. The items of these
liabilities are those that are reported as financing activities in the statement of cash flows.

2019 2018
Dividends Debt securities Lease Total Dividends  Debt securitiesin Total

payable inissue liabilities payable issue
As at 1 January 16 20,003 3,131 23,150 23 20,003 20,026
Dividends declared 17,421 = = 17,421 2,265 - 2,265
Issuance in cash - 20,000 - 20,000 - - -
Contract additions / terminations - = 563 563 - - -
Payment in cash (17,382) - (1,214) (18,596) (2,272) - (2,272)
Redemption in cash = (20,000) = (20,000) = = =
Accrued interest - 161 52 213 - 120 120
Coupon payments in cash - (120) - (120) - (120) (120)
As at of 31 December 55 20,044 2,532 22,631 16 20,003 20,019
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NOTE 11
DUE FROM OTHER BANKS

2019 2018

Group Bank Group Bank

Pledged deposits 46 46 893 893

Term deposits 100 100 789 789

Loans 134 134 409 409

Gross value 280 280 2,091 2,091

Allowance for impairment 0 0 (1) (1)
Net value 280 280 2,090 2,090

Breakdown due from other banks by the maturity:

Short-term (up to 1 year) 145 145 409 409
Long-term (over 1 year) 135 135 1,681 1,681
Total 280 280 2,090 2,090

As of 31 December 2019, pledged deposits consisted of funds pledged for derivatives contracts (as of 31 December 2018 - for customers
operations in the joint ATM network and for derivatives contracts). As of 31 December 2019, term deposits amounting to EUR 100 thousand (31
December 2018: EUR 789 thousand) were pledged for the guarantees or letters of credit issued for the Bank's clients.

Allamounts due from banks are classified as Stage 1 financial assets. Breakdown of balances due from banks by credit rating is presented in the
table below:

Rating *
2019 2018
Group Bank Group Bank
From AA-to AA+ 99 99 436 436
From A-to A+ 145 145 762 762
From BBB- to BBB+ 36 36 893 893
Total 280 280 2,091 2,091

* for local banks that are subsidiaries of foreign banks, credit rating of the parent institution is used in case no credit rating of the local institution
is available.

NOTE 12
FINANCIAL ASSETS AND LIABILITIES IN THE TRADING BOOK

Total balances of financial assets and liabilities in the trading book are presented in the table below:

2019 2018
Group Bank Group Bank
Assets:
Derivatives: 986 986 1,197 1,197
currency derivatives 437 437 479 479
derivatives related to prices of financial instruments 549 549 718 718
Securities in the trading book 40,427 15,354 60,182 27,896
Liabilities:
Derivatives: (945) (945) (1,048) (1,048)
currency derivatives (374) (374) (267) (267)
derivatives related to prices of financial instruments (571) (571) (781) (781)

Derivative Financial Instruments — Currency Derivatives

As of 31 December 2019 and 31 December 2018, the Group and the Bank had exposure to currency forwards, which represent commitments to
purchase and/or sell foreign and local currency in the future at a fixed price.

2019 2018
Group Bank Group Bank
Currency forwards:
Assets 437 437 479 479
Liabilities (374) (374) (267) (267)
Notional amount 86,604 86,604 83,674 83,674
Net gain (loss) from currency derivatives in profit or loss 4,152 4,152 4,779 4,779
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NOTE 12
FINANCIAL ASSETS AND LIABILITIES IN THE TRADING BOOK (continued)

Derivative Financial Instruments — Derivatives Related to Prices of Financial Instruments
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The Bank has issued fixed term deposits with additional interest that may be paid for the entire deposit term, if the value of the underlying assets
(a group of equity or other financial instruments) linked with the deposit reaches the barrier. Deposit additional interest condition is a call option
soldto the customer therefore it is treated as a derivative embedded in the host contract (deposit). The Bank uses call options bought from other
counterparties to close the position resulting from embedded options in the deposit contracts. Details on the Bank's options related to prices of
financial instruments are presented below:

2019 2018
Group Bank Group Bank
Options bought
Assets (carrying amount of the options bought) 549 549 718 718
Potential maximal inflow for the options bought 2,018 2,018 2,788 2,788
Revaluation of the options bought through profit or loss (632) (632) 113 113
Options sold
Liabilities (carrying amount of the options sold) (571) (571) (781) (781)
Potential maximal outflow for the options sold 2,132 2,132 3,008 3,008
Revaluation of the options sold through profit or loss 601 601 (109) (109)
Net gain (loss) from derivatives related to prices of financial instruments in profit or
loss (31) (31) 4 4
Securities in the Trading Book
2019 2018
Group Bank Group Bank
Trading debt securities:
Government bonds 3,202 2,535 11,768 5,637
Corporate bonds 12,925 12,011 28,851 21,695
Other trading book debt securities:
Government bonds 1,977 - 1,765 -
Total debt securities 18,104 14,546 42,384 27,332
Trading equity securities 808 808 564 564
Other trading book equity securities 21,515 - 17,234 -
Total equity securities 22,323 808 17,798 564
Total securities in the trading book 40,427 15,354 60,182 27,896
Breakdown of debt securities by time remaining to maturity:
Short-term (up to 1 year) 2,403 1,488 4,615 3,369
Long-term (over 1 year) 15,701 13,058 37,769 23,963
Total 18,104 14,546 42,384 27,332

Securities in the trading book are comprised of trading securities and other securities that cover technical insurance provisions under unit-linked
insurance contracts of life insurance subsidiary. These securities are measured at fair value through profit or loss.

Securities in the trading book have not been pledged as at 31 December 2019 and 2018.
All of the securities in the trading book, except for unlisted securities, are accounted at fair value that is determined using level 1 requirements as

describedin fair value hierarchy in Section 4.2 of Financial Risk Management, i.e. fair value is based on quoted prices in active markets for identical
assets and liabilities. Unlisted securities are accounted at fair value that is determined using level 3 requirements.
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FINANCIAL ASSETS AND LIABILITIES IN THE TRADING BOOK (continued)

Breakdown of securities in the trading book as at 31 December 2019 and 2018:
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2019 2018

Group Bank Group Bank
Trading securities:

Debt securities 16,127 14,546 40,619 27,332

AAA - - - -

fromAA-to AA+ 1,201 1,201 1,794 1,236

from A-to A+ 3,121 2,918 15,097 11,071

from BBB- to BBB+ 7,773 6,765 16,284 9,273

from BB-to BB+ 1,932 1,562 3,948 2,256

lower than BB- 75 75 50 50

no rating 2,025 2,025 3,446 3,446

Equities 808 808 564 564

listed 805 805 560 560

unlisted 3 3 4 4

units of investment funds - - - -

Total trading securities 16,935 15,354 41,183 27,896
Other trading book securities:

Debt securities 1,977 - 1,765 -

AAA = = = =

fromAA-to AA+ - - - -

from A-to A+ 1,202 - 1,437 -

from BBB- to BBB+ 472 - 328 -

from BB- to BB+ = = = =

lower than BB- - - - -

no rating 303 = = =

Equities 21,515 - 17,234 -

listed - - - -

unlisted - - - -

units of investment funds 21,515 = 17,234 =

Total other trading book securities 23,492 - 18,999 -

TOTAL 40,427 15,354 60,182 27,896

2019 2018
Group Bank Group Bank
Gross loans to customers 1,553,087 1,542,117 1,304,933 1,301,592
Allowance for loan impairment (38,509) (32,065) (42,766) (36,851)
NET LOANS TO CUSTOMERS 1,514,578 1,510,052 1,262,167 1,264,741
Breakdown of loans to customers according to maturity
Short-term (up to 1 year) 425,280 479,679 293,342 325,872
Long-term (over 1 year) 1,089,298 1,030,373 968,825 938,869
Total 1,514,578 1,510,052 1,262,167 1,264,741

In line with its strategic objectives to expand lending activities, the Group actively increased its loan portfolio during 2019 and 2018 with most of
the attention devoted to its strategic segments — corporate (mostly SME) and consumer financing. From 2019, the Group became more active
in the retail mortgage segment. New loans were originated organically, no material acquisitions were made. The Group considers its loan portfolio
migration between stages and ECL coverage as typical, corresponding its risk appetite, state of the economy and loan risk parameters (such as
riskiness of customers and collateral coverage).

Reconciliation of the gross loan amount is presented in the following tables.
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NOTE 13

LOANS TO CUSTOMERS (continued)

Group gross loans to customers

2019 2018

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

Gross carryingamount as at 1 January | 1,086,571 140,917 77,445 1,304,933 915,592 162,521 55,799 1,133,912
Transfer between stages:

from Stage 1 to Stage 2 (57,914) 57,914 - - (34,665) 34,665 - -

from Stage 1 to Stage 3 (16,247) = 16,247 = (11,302) = 11,302 -

from Stage 2 to Stage 1 19,080 (19,080) - - 35,140 (35,140) - -

from Stage 2 to Stage 3 = (6,946) 6.946 = = (24,670) 24,670 -

from Stage 3 to Stage 1 2,466 - (2,466) - 157 - (157) -

from Stage 3 to Stage 2 = 571 (571) = = 11 (11) =

New loans originated or loan amounts increased 566,667 24,786 8,335 599,788 390,950 41,434 3,884 436,268
Loans derecognized during the period (other than

write-offs) | (257,480) (66,531) (15,420)  (339,431) | (209,375) (37,881) (14,590) (261,846)

Loans written-off during the period - - (12,257) (12,257) - - (3,434) (3,434)

FX and other movements 38 = 16 54 74 (23) (18) 33

Gross carryingamount as at 31 December | 1,343,181 131,631 78,275 1,553,087 | 1,086,571 140,917 77.445 1,304,933

Bank gross loans to customers

2019 2018

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

Gross carryingamount as at 1 January | 1,085,739 141,666 74,187 1,301,592 919,691 163,664 51,475 1,134,830
Transfer between stages:

from Stage 1 to Stage 2 (55,963) 55,963 - - (33,117) 33,117 - -

from Stage 1 to Stage 3 (14,618) - 14,618 - (10,376) - 10,376 -

from Stage 2 to Stage 1 18,311 (18,311) - - 34,501 (34,501) - -

from Stage 2 to Stage 3 = (6,138) 6,138 = = (24,183) 24,183 -

from Stage 3 to Stage 1 2,410 - (2,410) - 128 - (128) -

from Stage 3 to Stage 2 - 566 (566) = = 5 (5) =

New loans originated or loan amounts increased 523,951 21,751 7,286 552,988 350,938 39,131 2,993 393,062
Loans derecognized during the period (other than

write-offs) | (221,533) (67,153) (14,371)  (303,057) | (176,100) (35,544) (11,682) (223,326)

Loans written-off during the period - - (9,460) (9,460) - - (3,007) (3,007)

FX and other movements 38 = 16 54 74 (23) (18) 33

Gross carryingamount as at 31 December | 1,338,335 128,344 75,438 1,542,117 | 1,085,739 141,666 74,187 1,301,592

Group gross loans to individuals (retail)

2019 2018

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

Gross carryingamount as at 1 January 230,823 10,412 11,181 252,416 181,461 12,635 6,208 200,304
Transfer between stages:

from Stage 1 to Stage 2 (3,414) 3,414 - - (2,054) 2,054 - -

from Stage 1 to Stage 3 (2,189) = 2,189 = (4,284) = 4,284 -

from Stage 2 to Stage 1 1,052 (1,052) - - 1,151 (1,151) - -

from Stage 2 to Stage 3 = (1,791) 1,791 - = (3,506) 3,506 -

from Stage 3 to Stage 1 2,433 - (2,433) - 141 - (141) -

from Stage 3 to Stage 2 - 188 (188) = = 11 (11) -

New loans originated or loan amounts increased 190,566 3,346 1,256 195,168 116,859 3,474 1,194 121,527
Loans derecognized during the period (other than

write-offs) (72,012) (3,411) (1,390) (76,813) (62,451) (3,105) (2,737) (68,293)

Loans written-off during the period - - (3,386) (3.386) - - (1,122) (1,122)

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 347,259 11,106 9,020 367,385 230,823 10,412 11,181 252,416

Bank gross loans to individuals (retail)

2019 2018

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

Gross carryingamount as at 1 January 166,903 6,770 8,354 182,027 127,874 9,579 3,162 140,615
Transfer between stages:

from Stage 1 to Stage 2 (1,463) 1,463 - - (506) 506 - -

from Stage 1 to Stage 3 (744) = 744 = (3,.358) = 3,358 -

from Stage 2 to Stage 1 283 (283) - - 512 (512) - -

from Stage 2 to Stage 3 = (895) 895 = = (3,019) 3,019 -

from Stage 3 to Stage 1 2,377 - (2.377) - 112 - (112) -

from Stage 3 to Stage 2 - 183 (183) = = 5 (5) =

New loans originated or loan amounts increased 100,983 312 186 101,481 66,651 979 302 67,932
Loans derecognized during the period (other than

write-offs) (32,630) (1,128) (1,195) (34,953) (24,382) (768) (675) (25,825)

Loans written-off during the period - - (589) (589) - - (695) (695)

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 235,709 6,422 5,835 247,966 166,903 6,770 8,354 182,027
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Group gross loans to individuals (retail): Consumer loans

2019 2018

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

Gross carryingamount as at 1 January 91,756 3,952 3,211 98,919 70,976 3,225 3,220 77,421
Transfer between stages:

from Stage 1 to Stage 2 (2,261) 2,261 - - (1,772) 1,772 - -

from Stage 1 to Stage 3 (1,696) = 1,696 = (1,081) = 1,081 -

from Stage 2 to Stage 1 926 (926) - - 674 (674) - -

from Stage 2 to Stage 3 = (945) 945 = = (569) 569 -

from Stage 3 to Stage 1 92 - (92) - 48 - (48) -

from Stage 3 to Stage 2 = 20 (20) = - 7 (7) -

New loans originated or loan amounts increased 95,207 3,092 1,139 99,438 68,391 2,627 1,140 72,158
Loans derecognized during the period (other than

write-offs) (50,088) (2,454) (307) (52,849) (45,480) (2,436) (2,229) (50,145)

Loans written-off during the period - - (3,130) (3,130) - - (515) (515)

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 133,936 5,000 3,442 142,378 91,756 3,952 3,211 98,919

Bank gross loans to individuals (retail): Consumer loans

2019 2018

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

Gross carryingamount as at 1 January 27,836 310 384 28,530 17,389 169 174 17,732
Transfer between stages:

from Stage 1 to Stage 2 (310) 310 - - (224) 224 - -

from Stage 1 to Stage 3 (251) = 251 = (155) = 155 -

from Stage 2 to Stage 1 157 (157) - - 35 (35) - -

from Stage 2 to Stage 3 = (49) 49 = = (82) 82 =

from Stage 3 to Stage 1 36 - (36) - 19 - (19) -

from Stage 3 to Stage 2 = 15 (15) = = 1 (1) =

New loans originated or loan amounts increased 5624 58 90 5772 18,183 132 248 18,563
Loans derecognized during the period (other than

write-offs) (10,706) (171) (112) (10,989) (7,411) (99) (167) (7,677)

Loans written-off during the period - - (333) (333) - - (88) (88)

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 22,386 316 278 22,980 27,836 310 384 28,530

Group gross loans to individuals (retail): Mortgages

2019 2018

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

Gross carryingamount as at 1 January 44,990 4,180 1,914 51,084 36,975 4,686 2,076 43,737
Transfer between stages:

from Stage 1 to Stage 2 (1,073) 1,073 - - (75) 75 - -

from Stage 1 to Stage 3 (209) = 209 = (188) = 188 -

from Stage 2 to Stage 1 74 (74) - - 312 (312) - -

from Stage 2 to Stage 3 = (264) 264 = = (278) 278 -

from Stage 3 to Stage 1 55 - (55) - 31 - (31) -

from Stage 3 to Stage 2 = 110 (110) o = = = =

New loans originated or loan amounts increased 58,780 48 8 58,836 12,910 395 45 13,350
Loans derecognized during the period (other than

write-offs) (5,853) (430) (554) (6,837) (4,975) (386) (171) (5,532)

Loans written-off during the period - - (223) (223) - - (471) (471)

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 96,764 4,643 1,453 102,860 44,990 4,180 1914 51,084

Bank gross loans to individuals (retail): Mortgages

2019 2018

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

Gross carryingamount as at 1 January 44,990 4,180 1914 51,084 36,975 4,686 2,076 43,737
Transfer between stages:

from Stage 1 to Stage 2 (1,073) 1,073 - - (75) 75 - -

from Stage 1 to Stage 3 (209) = 209 = (188) = 188 -

from Stage 2 to Stage 1 74 (74) - - 312 (312) - -

from Stage 2 to Stage 3 = (264) 264 - = (278) 278 -

from Stage 3 to Stage 1 55 - (55) - 31 - (31) -

from Stage 3 to Stage 2 = 110 (110) = = = = =

New loans originated or loan amounts increased 58,780 48 8 58,836 12,910 395 45 13,350
Loans derecognized during the period (other than

write-offs) (5,853) (430) (554) (6.837) (4,975) (386) (171) (5,532)

Loans written-off during the period - - (223) (223) - - (471) (471)

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 96,764 4,643 1,453 102,860 44,990 4,180 1914 51,084
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NOTE 13
LOANS TO CUSTOMERS (continued)

Group gross loans to individuals (retail): Multiapartment rennovation loans

2019 2018

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

Gross carrying amount as at 1 January 81,983 - - 81,983 60,704 - - 60,704
Transfer between stages:

from Stage 1 to Stage 2 - - - - - - - -

from Stage 1 to Stage 3 = = = = = = = =

from Stage 2 to Stage 1 - - - - - - - -

from Stage 2 to Stage 3 = = = = = = = =

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 34,977 - - 34,977 30,736 - - 30,736
Loans derecognized during the period (other than

write-offs) (11,720) - - (11,720) (9.457) - - (9,457)

Loans written-off during the period - - - - - - - -

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 105,240 - - 105,240 81,983 - - 81,983

Bank gross loans to individuals (retail): Multiapartment rennovation loans

2019 2018

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

Gross carryingamount as at 1 January 81,983 - - 81,983 60,704 - - 60,704
Transfer between stages:

from Stage 1 to Stage 2 - - - - - - - -

from Stage 1 to Stage 3 = = = = = = = =

from Stage 2 to Stage 1 - - - - - - - -

from Stage 2 to Stage 3 = = = = = = = =

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 34,977 - - 34,977 30,736 - - 30,736
Loans derecognized during the period (other than

write-offs) (11,720) - - (11,720) (9,457) - - (9,457)

Loans written-off during the period - - - - - - - -

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 105,240 - - 105,240 81,983 - - 81,983

Group gross loans to individuals (retail): Other

2019 2018

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

Gross carryingamount as at 1 January 12,094 2,280 6,056 20,430 12,806 4,724 912 18,442
Transfer between stages:

from Stage 1 to Stage 2 (80) 80 - - (207) 207 - -

from Stage 1 to Stage 3 (284) = 284 = (3,015) = 3,015 -

from Stage 2 to Stage 1 52 (52) - - 165 (165) - -

from Stage 2 to Stage 3 = (582) 582 - = (2,659) 2,659 -

from Stage 3 to Stage 1 2,286 - (2,286) - 62 - (62) -

from Stage 3 to Stage 2 - 58 (58) = = 4 (4) =

New loans originated or loan amounts increased 1,602 206 109 1917 4,822 452 9 5283
Loans derecognized during the period (other than

write-offs) (4,351) (527) (529) (5,407) (2,539) (283) (337) (3,159)

Loans written-off during the period - - (33) (33) - - (136) (136)

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 11,319 1,463 4,125 16,907 12,094 2,280 6,056 20,430

Bank gross loans to individuals (retail): Other

2019 2018

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

Gross carryingamount as at 1 January 12,094 2,280 6,056 20,430 12,806 4,724 912 18,442
Transfer between stages:

from Stage 1 to Stage 2 (80) 80 - - (207) 207 - -

from Stage 1 to Stage 3 (284) = 284 = (3,015) = 3,015 -

from Stage 2 to Stage 1 52 (52) - - 165 (165) - -

from Stage 2 to Stage 3 = (582) 582 - = (2,659) 2,659 -

from Stage 3 to Stage 1 2,286 - (2,286) - 62 - (62) -

from Stage 3 to Stage 2 - 58 (58) - - 4 (4) -

New loans originated or loan amounts increased 1,602 206 88 1,896 4,822 452 9 5283
Loans derecognized during the period (other than

write-offs) (4,351) (527) (529) (5,407) (2,539) (283) (337) (3,159)

Loans written-off during the period - - (33) (33) - - (136) (136)

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 11,319 1,463 4,104 16,886 12,094 2,280 6,056 20,430
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2019 2018

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

Gross carrying amount as at 1 January 28 681 - 709 18 - - 18
Transfer between stages:

from Stage 1 to Stage 2 - - - - - - - -

from Stage 1 to Stage 3 = = = = = = = =

from Stage 2 to Stage 1 - - - - - - - -

from Stage 2 to Stage 3 = = = = = = = =

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased - 3,623 - 3,623 27 681 - 708
Loans derecognized during the period (other than

write-offs) (13) (681) - (694) (17) - - (17)

Loans written-off during the period - -

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 15 3,623 - 3,638 28 681 - 709

Bank gross loans to financial institutions

2019 2018

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

Gross carryingamount as at 1 January 49,590 681 - 50,271 39,756 - - 39,756
Transfer between stages:

from Stage 1 to Stage 2 - - - - - - - -

from Stage 1 to Stage 3 = = = = = = = =

from Stage 2 to Stage 1 - - - - - - - -

from Stage 2 to Stage 3 = = = = = = = =

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 46,926 3,623 - 50,549 9,851 681 - 10,532
Loans derecognized during the period (other than

write-offs) (16) (681) - (697) (17) - - (17)

Loans written-off during the period - - - - - - - -

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 96,500 3,623 - 100,123 49,590 681 - 50,271

Group gross loans to business customers

2019 2018

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

Gross carrying amount as at 1 January 855,720 129,824 66,264 1,051,808 734,113 149,886 49,591 933,590
Transfer between stages:

from Stage 1 to Stage 2 (54,500) 54,500 - - (32,611) 32611 - -

from Stage 1 to Stage 3 (14,058) = 14,058 = (7,018) = 7,018 -

from Stage 2 to Stage 1 18,028 (18,028) - - 33,989 (33,989) - -

from Stage 2 to Stage 3 = (5,155) 5,155 = = (21,164) 21,164 -

from Stage 3 to Stage 1 33 - (33) - 16 - (16) -

from Stage 3 to Stage 2 - 383 (383) = = = = =

New loans originated or loan amounts increased 376,101 17,817 7,079 400,997 274,064 37,279 2,690 314,033
Loans derecognized during the period (other than

write-offs) | (185,455) (62,439) (14,030) (261,924) | (146,907) (34,776) (11,853)  (193,536)

Loans written-off during the period - - (8,871) (8,871) - - (2,312) (2,312)

FX and other movements 38 = 16 54 74 (23 (18) 33

Gross carryingamount as at 31 December 995,907 116,902 69,255 1,182,064 855,720 129,824 66,264 1,051,808

Bank gross loans to business customers

2019 2018

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

Gross carryingamount as at 1 January 869,246 134,215 65,833 1,069,294 752,061 154,085 48,313 954,459
Transfer between stages:

from Stage 1 to Stage 2 (54,500) 54,500 - - (32,611) 32,611 - -

from Stage 1 to Stage 3 (13,874) = 13,874 = (7,018) = 7,018 =

from Stage 2 to Stage 1 18,028 (18,028) - - 33,989 (33,989) - -

from Stage 2 to Stage 3 = (5,243) 5,243 = = (21,164) 21,164 -

from Stage 3 to Stage 1 33 - (33) - 16 - (16) -

from Stage 3 to Stage 2 - 383 (383) = = = = =

New loans originated or loan amounts increased 376,042 17,816 7,100 400,958 274,436 37,471 2,691 314,598
Loans derecognized during the period (other than

write-offs) | (188,887) (65,344) (13,176)  (267,407) | (151,701) (34,776) (11,007)  (197,484)

Loans written-off during the period - - (8,871) (8,871) - - (2,312) (2,312)

FX and other movements 38 = 16 54 74 (23 (18) 33

Gross carryingamount as at 31 December | 1,006,126 118,299 69,603 1,194,028 869,246 134,215 65,833 1,069,294
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NOTE 13
LOANS TO CUSTOMERS (continued)

Group gross loans to business customers: Large corporates

2019 2018

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

Gross carrying amount as at 1 January 82,937 2,191 101 85,229 87,643 1,555 - 89,198
Transfer between stages:

from Stage 1 to Stage 2 (898) 898 - - (893) 893 - -

from Stage 1 to Stage 3 (1,503) = 1,503 = = = = =

from Stage 2 to Stage 1 - - - - - - - -

from Stage 2 to Stage 3 = = = = = (155) 155 =

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 56,183 483 1,495 58,161 7,637 299 31 7,967
Loans derecognized during the period (other than

write-offs) (20,859) (1.672) (1,204) (23,735) (11,450) (401) (85) (11,936)

Loans written-off during the period - - - - - - - -

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 115,860 1,900 1,895 119,655 82,937 2,191 101 85,229

Bank gross loans to business customers: Large corporates

2019 2018

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

Gross carryingamount as at 1 January 82,937 2,191 101 85,229 87,643 1,555 - 89,198
Transfer between stages:

from Stage 1 to Stage 2 (898) 898 - - (893) 893 - -

from Stage 1 to Stage 3 (1,503) = 1,503 = = = = =

from Stage 2 to Stage 1 - - - - - - - -

from Stage 2 to Stage 3 = = = = = (155) 155 =

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 56,183 483 1,495 58,161 7,637 299 31 7,967
Loans derecognized during the period (other than

write-offs) (20,859) (1,672) (1,204) (23,735) (11,450) (401) (85) (11,936)

Loans written-off during the period - - - - - - - -

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 115,860 1,900 1,895 119,655 82,937 2,191 101 85,229

Group gross loans to business customers: SME

2019 2018

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

Gross carryingamount as at 1 January 676,048 126,761 64,619 867,428 534,593 145,250 48,193 728,036
Transfer between stages:

from Stage 1 to Stage 2 (53,602) 53,602 - - (31,672) 31,672 - -

from Stage 1 to Stage 3 (12,551) = 12,551 = (6,999) = 6.999 -

from Stage 2 to Stage 1 17,731 (17,731) - - 33,395 (33,395) - -

from Stage 2 to Stage 3 = (5,135) 5135 = = (20,809) 20,809 -

from Stage 3 to Stage 1 33 - (33) - 16 - (16) -

from Stage 3 to Stage 2 = 383 (383) o = = = =

New loans originated or loan amounts increased 298,111 16,707 5571 320,389 246,748 36,727 2,641 286,116
Loans derecognized during the period (other than

write-offs) | (148,847) (60,510) (12,733)  (222,090) | (100,107) (32,661) (11,677)  (144,445)

Loans written-off during the period - - (8.871) (8,871) - - (2,312) (2,312)

FX and other movements 38 = 16 54 74 (23) (18) 3%

Gross carryingamount as at 31 December 776,961 114,077 65,872 956,910 676,048 126,761 64,619 867,428

Bank gross loans to business customers: SME

2019 2018

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

Gross carryingamount as at 1 January 689,574 131,152 64,188 884,914 552,541 149,449 46,915 748,905
Transfer between stages:

from Stage 1 to Stage 2 (53,602) 53,602 - - (31,672) 31672 - -

from Stage 1 to Stage 3 (12,367) - 12,367 - (6,999) - 6,999 =

from Stage 2 to Stage 1 17,731 (17,731) - - 33,395 (33,395) - -

from Stage 2 to Stage 3 = (5,223) 5223 = = (20,809) 20,809 -

from Stage 3 to Stage 1 33 - (33) - 16 - (16) -

from Stage 3 to Stage 2 - 383 (383) = = = = =

New loans originated or loan amounts increased 298,052 16,706 5,592 320,350 247,120 36,919 2,642 286,681
Loans derecognized during the period (other than

write-offs) | (152,279) (63,415) (11,879)  (227,573) | (104,901) (32,661) (10,831)  (148,393)

Loans written-off during the period - - (8,871) (8,871) - - (2,312) (2,312)

FX and other movements 38 - 16 54 74 (23) (18) 33

Gross carryingamount as at 31 December 787,180 115,474 66,220 968,874 689,574 131,152 64,188 884,914
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NOTE 13
LOANS TO CUSTOMERS (continued)

Group gross loans to business customers: Central and local authorities and other
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2019 2018

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

Gross carrying amount as at 1 January 96,735 872 1,544 99,151 111,877 3,081 1,398 116,356
Transfer between stages:

from Stage 1 to Stage 2 - - - - (46) 46 - -

from Stage 1 to Stage 3 (4) = 4 = (19) = 19 =

from Stage 2 to Stage 1 297 (297) - - 594 (594) - -

from Stage 2 to Stage 3 = (20) 20 = = (200) 200 -

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 21,807 627 13 22,447 19,679 253 18 19,950
Loans derecognized during the period (other than

write-offs) (15,749) (257) (93) (16,099) (35,350) (1,714) (91) (37,155)

Loans written-off during the period - - - - - - - -

FX and other movements = = = = = = = =

Gross carryingamount as at 31 December 103,086 925 1,488 105,499 96,735 872 1,544 99,151

Bank gross loans to business customers: Central and local authorities and other

2019 2018

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

Gross carryingamount as at 1 January 96,735 872 1,544 99,151 111,877 3,081 1,398 116,356
Transfer between stages:

from Stage 1 to Stage 2 - - - - (46) 46 - -

from Stage 1 to Stage 3 (4) = 4 - (19) - 19 -

from Stage 2 to Stage 1 297 (297) - - 594 (594) - -

from Stage 2 to Stage 3 = (20) 20 = = (200) 200 -

from Stage 3 to Stage 1 - - - - - - - -

from Stage 3 to Stage 2 = = = = = = = =

New loans originated or loan amounts increased 21,807 627 13 22,447 19,679 253 18 19,950
Loans derecognized during the period (other than

write-offs) (15,749) (257) (93) (16,099) (35,350) (1,714) (91) (37,155)

Loans written-off during the period - - - - - - - -

FXand other movements = = = = = = = =

Gross carryingamount as at 31 December 103,086 925 1,488 105,499 96,735 872 1,544 99,151

Movements in allowance for loan impairment by separate class are provided below:

Group loss allowance against loans to customers

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 5,839 4,462 32,465 42,766 4,807 6,220 30,339 41,366
Movements with impact to profit or loss:
New loans originated 4,777 2,021 2,243 9,041 3,617 1,947 2,507 8,071
Loans derecognized during the period (other than write-offs) (1,666) (1.857) (953) (4,476) (1,180) (1,077) (1,582) (3.839)
Changes due to change in credit risk (net) (1,100) (114) 5,326 4,112 (940) (2,140) 4,912 1,832
Update in the methodology for loss allowance estimation 171 (509) (339) (677) (465) (489) (276) (1,230)
Total movements with impact to profit or loss: 2,182 (459) 6,277 8,000 1,032 (1,759) 5,561 4,834
Movements without impact to profit or loss:
Loans written-off during the period - - (12,257)  (12,257) - - (3,434) (3,434)
FX and other movements o o = = o 1 (1) =
Total movements without impact to profit or loss: - - (12,257) (12,257) - 1 (3,435) (3,434)
Amount as at 31 December 8,021 4,003 26,485 38,509 5.839 4,462 32,465 42,766
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NOTE 13
LOANS TO CUSTOMERS (continued)

Bank loss allowance against loans to customers
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2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 3,399 2,948 30,504 36,851 2,829 4,972 27,964 35,765
Movements with impact to profit or loss:
New loans originated 2,141 874 1,675 4,690 1,727 811 1,845 4,383
Loans derecognized during the period (other than write-offs) (1,054) (1,238) (173) (2,465) (509) (502) (877) (1,888)
Changes due to change in credit risk (net) (1,491) (287) 2,584 806 (957) (2,122) 4,611 1,532
Update in the methodology for loss allowance estimation 1,557 (38) 124 1,643 308 (212) (33) 63
Total movements with impact to profit or loss: 1,153 (689) 4,210 4,674 569 (2,025) 5,546 4,090
Movements without impact to profit or loss:
Loans written-off during the period - - (9,460) (9,460) - - (3,007) (3,007)
FX and other movements = = = = 1 1 1 3
Total movements without impact to profit or loss: - - (9,460) (9,460) 1 1 (3,006) (3,004)
Amount as at 31 December 4,552 2,259 25,254 32,065 3,399 2,948 30,504 36,851
Group loss allowance against loans to customers: Loans to individuals (Retail)
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 3,728 2,060 3,550 9,338 2,871 1914 3,785 8,570
Movements with impact to profit or loss:
New loans originated 3,298 1,227 715 5,240 2,734 1,222 1,250 5,206
Loans derecognized during the period (other than write-offs) (767) (720) (921) (2,408) (767) (599) (722) (2,088)
Changes due to change in credit risk (net) 34 24 3,857 3,915 (685) (128) 601 (212)
Update in the methodology for loss allowance estimation (1,121) (456) (465) (2,042) (425) (349) (242) (1,016)
Total movements with impact to profit or loss: 1,444 75 3,186 4,705 857 146 887 1,890
Movements without impact to profit or loss:
Loans written-off during the period - - (3,386) (3,386) - - (1,122) (1,122)
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - (3,386) (3,386) - - (1,122) (1,122)
Amount as at 31 December 5,172 2,135 3,350 10,657 3,728 2,060 3,550 9,338
Bank loss allowance against loans to customers: Loans to individuals (Retail)
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 1,288 498 1,609 3,395 893 618 1,418 2,929
Movements with impact to profit or loss:
New loans originated 662 80 147 889 844 87 588 1,519
Loans derecognized during the period (other than write-offs) (155) (101) (141) (397) (94) (24) (16) (134)
Changes due to change in credit risk (net) (338) (101) 571 132 (703) (111) 313 (501)
Update in the methodology for loss allowance estimation 266 15 (2) 279 348 (72) 1 277
Total movements with impact to profit or loss: 435 (107) 575 903 395 (120) 886 1,161
Movements without impact to profit or loss:
Loans written-off during the period - - (589) (589) - - (695) (695)
FXand other movements = = = = = = = =
Total movements without impact to profit or loss: - - (589) (589) - - (695) (695)
Amount as at 31 December 1,723 391 1,595 3,709 1,288 498 1,609 3,395
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NOTE 13
LOANS TO CUSTOMERS (continued)

Group loss allowance against loans to customers: Loans to individuals (Retail) — Consumer loans
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2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 3,451 1,712 2,232 7.395 2,657 1,390 2,489 6.536
Movements with impact to profit or loss:
New loans originated 2,962 1,161 579 4,702 2,692 1,208 796 4,696
Loans derecognized during the period (other than write-offs) (683) (675) (788) (2,146) (748) (584) (715) (2,047)
Changes due to change in credit risk (net) 16 157 3,534 3,707 (759) (20) 420 (359)
Update in the methodology for loss allowance estimation (1,682) (497) (490) (2,669) (391) (282) (243) (916)
Total movements with impact to profit or loss: 613 146 2,835 3,594 794 322 258 1,374
Movements without impact to profit or loss:
Loans written-off during the period - - (3,130) (3,130) - - (515) (515)
FX and other movements = = = - - - - -
Total movements without impact to profit or loss: - - (3,130) (3,130) - - (515) (515)
Amount as at 31 December 4,064 1,858 1,937 7.859 3,451 1,712 2,232 7.395
Bank loss allowance against loans to customers: Loans to individuals (Retail) — Consumer loans
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 1,011 150 291 1,452 679 94 163 936
Movements with impact to profit or loss:
New loans originated 326 14 11 351 802 73 134 1,009
Loans derecognized during the period (other than write-offs) (71) (56) (8) (135) (75) (9) (9) (93)
Changes due to change in credit risk (net) (356) 32 269 (55) (777) (3) 91 (689)
Update in the methodology for loss allowance estimation (295) (26) (27) (348) 382 (5) - 377
Total movements with impact to profit or loss: (396) (36) 245 (187) 332 56 216 604
Movements without impact to profit or loss:
Loans written-off during the period - - (333) (333) - - (88) (88)
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - (333) (333) - - (88) (88)
Amount as at 31 December 615 114 203 932 1,011 150 291 1,452
Group loss allowance against loans to customers: Loans to individuals (Retail) - Mortgages
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 58 271 552 881 54 360 911 1,325
Movements with impact to profit or loss:
New loans originated 23 44 88 155 31 7 2 40
Loans derecognized during the period (other than write-offs) (39) (15) (102) (156) (9) (14) (6) (29)
Changes due to change in credit risk (net) 228 (100) 117 245 = (68) 116 48
Update in the methodology for loss allowance estimation 199 22 10 231 (18) (14) - (32)
Total movements with impact to profit or loss: 411 (49) 113 475 4 (89) 112 27
Movements without impact to profit or loss:
Loans written-off during the period - - (223) (223) - - (471) (471)
FXand other movements = = = = = = = =
Total movements without impact to profit or loss: - - (223) (223) - - (471) (471)
Amount as at 31 December 469 222 442 1,133 58 271 552 881
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NOTE 13
LOANS TO CUSTOMERS (continued)

Bank loss allowance against loans to customers: Loans to individuals (Retail) — Mortgages
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2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 58 271 552 881 54 360 911 1,325
Movements with impact to profit or loss:
New loans originated 23 44 88 155 31 7 2 40
Loans derecognized during the period (other than write-offs) (39) (15) (102) (156) (9) (14) (6) (29)
Changes due to change in credit risk (net) 228 (100) 117 245 = (68) 116 48
Update in the methodology for loss allowance estimation 199 22 10 231 (18) (14) - (32)
Total movements with impact to profit or loss: 411 (49) 113 475 4 (89) 112 27
Movements without impact to profit or loss:
Loans written-off during the period - - (223) (223) - - (471) (471)
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - (223) (223) - - (471) (471)
Amount as at 31 December 469 222 442 1,133 58 271 552 881

Group loss allowance against loans to customers: Loans to individuals (Retail) — Multiapartment rennovation loans

2019 2018

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

Loss allowance as at 1 January 177 - - 177 138 - - 138
Movements with impact to profit or loss:

New loans originated = = = = = = = -

Loans derecognized during the period (other than write-offs) - - - - - - -

Changes due to change in credit risk (net) 91 = = 91 47 = = 47

Update in the methodology for loss allowance estimation 355 - - 355 (8) - - (8)

Total movements with impact to profit or loss: 446 = = 446 39 = = 39
Movements without impact to profit or loss:

Loans written-off during the period - - - - - - - -

FX and other movements = = = = = = = =

Total movements without impact to profit or loss: - - - - - - - -

Amount as at 31 December 623 - - 623 177 - - 177

Bank loss allowance against loans to customers: Loans to individuals (Retail) — Multiapartment rennovation loans

2019 2018

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

Loss allowance as at 1 January 177 - - 177 138 - - 138
Movements with impact to profit or loss:

New loans originated = = = = = = = -

Loans derecognized during the period (other than write-offs) - - - - - - -

Changes due to change in credit risk (net) 91 o = 91 47 o o 47

Update in the methodology for loss allowance estimation 355 - - 355 (8) - - (8)

Total movements with impact to profit or loss: 446 = = 446 39 = = 39
Movements without impact to profit or loss:

Loans written-off during the period - - - - - - - -

FXand other movements = = = = = = = =

Total movements without impact to profit or loss: - - - - - - - -

Amount as at 31 December 623 - - 623 177 - - 177
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NOTE 13
LOANS TO CUSTOMERS (continued)

Group loss allowance against loans to customers: Loans to individuals (Retail) — Other
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2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 42 77 766 885 22 164 385 571
Movements with impact to profit or loss:
New loans originated 313 22 48 383 11 7 452 470
Loans derecognized during the period (other than write-offs) (45) (30) (31) (106) (10) (1) (1) (12)
Changes due to change in credit risk (net) (301) (33) 206 (128) 27 (40) 65 52
Update in the methodology for loss allowance estimation 7 19 15 41 (8) (53) 1 (60)
Total movements with impact to profit or loss: (26) (22) 238 190 20 (87) 517 450
Movements without impact to profit or loss:
Loans written-off during the period - - (33) (33) - - (136) (136)
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - (33) (33) - - (136) (136)
Amount as at 31 December 16 55 971 1,042 42 77 766 885
Bank loss allowance against loans to customers: Loans to individuals (Retail) — Other
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 42 77 766 885 22 164 344 530
Movements with impact to profit or loss:
New loans originated 313 22 48 383 11 7 452 470
Loans derecognized during the period (other than write-offs) (45) (30) (31) (106) (10) (1) (1) (12)
Changes due to change in credit risk (net) (301) (33) 185 (149) 27 (40) 106 93
Update in the methodology for loss allowance estimation 7 19 15 41 (8) (53) 1 (60)
Total movements with impact to profit or loss: (26) (22) 217 169 20 (87) 558 491
Movements without impact to profit or loss:
Loans written-off during the period - - (33) (33) - - (136) (136)
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - (33) (33) - - (136) (136)
Amount as at 31 December 16 55 950 1,021 42 77 766 885
Group loss allowance against loans to customers: Loans to financial institutions
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January - 16 - 16 - - - -
Movements with impact to profit or loss:
New loans originated = 172 = 172 = 16 = 16
Loans derecognized during the period (other than write-offs) - (150) - (150) - - - -
Changes due to change in credit risk (net) o 12 = 12 o (1) o (1)
Update in the methodology for loss allowance estimation - (12) - (12) - 1 - 1
Total movements with impact to profit or loss: = 22 = 22 = 16 = 16
Movements without impact to profit or loss:
Loans written-off during the period - - - - - - - -
FXand other movements = = = = = = = =
Total movements without impact to profit or loss: - - - - - - - -
Amount as at 31 December - 38 - 38 - 16 - 16
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NOTE 13
LOANS TO CUSTOMERS (continued)
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Bank loss allowance against loans to customers: Loans to financial institutions

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January - 16 - 16 - - - -
Movements with impact to profit or loss:
New loans originated = 172 = 172 = 16 = 16
Loans derecognized during the period (other than write-offs) - (150) - (150) - - - -
Changes due to change in credit risk (net) = 12 = 12 = (1) = (1)
Update in the methodology for loss allowance estimation - (12) - (12) - 1 - 1
Total movements with impact to profit or loss: = 22 = 22 = 16 = 16
Movements without impact to profit or loss:
Loans written-off during the period - - - - - - - -
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - - - - - - -
Amount as at 31 December - 38 - 38 - 16 - 16

Group loss allowance against loans to customers: Loans to business customers

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 2,111 2,386 28,915 33,412 1,936 4,306 26,554 32,796
Movements with impact to profit or loss:
New loans originated 1,479 622 1,528 3,629 883 709 1,257 2,849
Loans derecognized during the period (other than write-offs) (899) (987) (32) (1,918) (413) (478) (860) (1,751)
Changes due to change in credit risk (net) (1,134) (150) 1,469 185 (255) (2,011) 4,311 2,045
Update in the methodology for loss allowance estimation 1,292 (41) 126 1,377 (40) (141) (34) (215)
Total movements with impact to profit or loss: 738 (556) 3,091 3,273 175 (1,921) 4,674 2,928
Movements without impact to profit or loss:
Loans written-off during the period - - (8,871) (8,871) - - (2,312) (2,312)
FXand other movements = = = = = 1 (1) =
Total movements without impact to profit or loss: - - (8,871) (8,871) - 1 (2,313) (2,312)
Amount as at 31 December 2.849 1,830 23,135 27,814 2,111 2,386 28,915 33,412

Bank loss allowance against loans to customers: Loans to business customers

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 2,111 2,434 28,895 33,440 1,936 4,354 26,546 32,836
Movements with impact to profit or loss:
New loans originated 1,479 622 1,528 3,629 883 708 1,257 2,848
Loans derecognized during the period (other than write-offs) (899) (987) (32) (1,918) (415) (478) (861) (1,754)
Changes due to change in credit risk (net) (1,153) (198) 2,013 662 (254) (2,010) 4,298 2,034
Update in the methodology for loss allowance estimation 1,291 (41) 126 1,376 (40) (141) (34) (215)
Total movements with impact to profit or loss: 718 (604) 3,635 3,749 174 (1,921) 4,660 2913
Movements without impact to profit or loss:
Loans written-off during the period - - (8.871) (8.871) - - (2,312) (2,312)
FX and other movements - - - - 1 1 1 3
Total movements without impact to profit or loss: - - (8,871) (8,871) 1 1 (2,311) (2,309)
Amount as at 31 December 2,829 1,830 23,659 28,318 2,111 2,434 28,895 33,440
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NOTE 13

LOANS TO CUSTOMERS (continued)

Group loss allowance against loans to customers: Loans to business customers —Large corporates

Loss allowance as at 1 January

Movements with impact to profit or loss:

New loans originated

Loans derecognized during the period (other than write-offs)
Changes due to change in credit risk (net)

Update in the methodology for loss allowance estimation
Total movements with impact to profit or loss:

Movements without impact to profit or loss:
Loans written-off during the period

FX and other movements

Total movements without impact to profit or loss:

Amount as at 31 December

Stage 1

192

385
(118)
(167)
773
873

1,065

Stage 2

61

10
(85)
34
27
(14)

47

Stage 3

17
(5)
100

117

117

2019 2018
Total Stage 1 Stage 2 Stage 3 Total
253 309 12 - 321
412 93 = = 93
(208) (92) (8) - (100)
(33) (74) 59 - (15)
805 (44) (2) - (46)
976 (117) 49 = (68)
1,229 192 61 - 253

Bank loss allowance against loans to customers: Loans to business customers —Large corporates

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 192 61 - 253 309 12 - 321
Movements with impact to profit or loss:
New loans originated 385 10 17 412 93 = = 93
Loans derecognized during the period (other than write-offs) (118) (85) (5) (208) (92) (8) - (100)
Changes due to change in credit risk (net) (167) 34 100 (33) (74) 59 = (15)
Update in the methodology for loss allowance estimation 773 27 5 805 (44) (2) - (46)
Total movements with impact to profit or loss: 873 (14) 117 976 (117) 49 - (68)
Movements without impact to profit or loss:
Loans written-off during the period - - - - - - - -
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - - - - - - -
Amount as at 31 December 1,065 47 117 1,229 192 61 - 253
Group loss allowance against loans to customers: Loans to business customers — SME
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 1,491 2,226 28,198 31,915 1,267 4,045 25,999 31,311
Movements with impact to profit or loss:
New loans originated 1,065 608 1,504 3,177 653 702 1,257 2,612
Loans derecognized during the period (other than write-offs) (751) (899) (27) (1.677) (286) (469) (860) (1,615)
Changes due to change in credit risk (net) (645) (108) 1,456 703 (144) (1,919) 4,149 2,086
Update in the methodology for loss allowance estimation 400 (50) 117 467 1 (134) (34) (167)
Total movements with impact to profit or loss: 69 (449) 3,050 2,670 224 (1,820) 4,512 2916
Movements without impact to profit or loss:
Loans written-off during the period - - (8.871) (8,871) - - (2,312) (2,312)
FX and other movements o o = = o 1 (1) =
Total movements without impact to profit or loss: - - (8,871) (8,871) - 1 (2,313) (2,312)
Amount as at 31 December 1,560 1777 22,377 25,714 1,491 2,226 28,198 31,915

104 /191



NOTES TO THE FINANCIAL STATEMENTS
31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

NOTE 13
LOANS TO CUSTOMERS (continued)

Bank loss allowance against loans to customers: Loans to business customers —SME

. P
$1AULIY =' BANKAS

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 1,491 2,274 28,178 31,943 1,267 4,093 25,991 31,351
Movements with impact to profit or loss:
New loans originated 1,065 608 1,504 3,177 653 701 1,257 2,611
Loans derecognized during the period (other than write-offs) (751) (899) (27) (1.677) (288) (469) (861) (1,618)
Changes due to change in credit risk (net) (664) (156) 2,000 1,180 (143) (1,918) 4,136 2,075
Update in the methodology for loss allowance estimation 399 (50) 117 466 1 (134) (34) (167)
Total movements with impact to profit or loss: 49 (497) 3,594 3,146 223 (1,820) 4,498 2,901
Movements without impact to profit or loss:
Loans written-off during the period - - (8,871) (8,871) - - (2,312) (2,312)
FX and other movements = = = = 1 1 1 3
Total movements without impact to profit or loss: - - (8.871) (8.871) 1 1 (2,311) (2,309)
Amount as at 31 December 1,540 1,777 22,901 26,218 1,491 2,274 28,178 31,943

Group loss allowance against loans to customers: Loans to business customers — Central and local authorities and other

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 428 99 717 1,244 360 249 555 1,164
Movements with impact to profit or loss:
New loans originated 29 4 7 40 137 7 = 144
Loans derecognized during the period (other than write-offs) (30) (3) - (33) (35) (1) - (36)
Changes due to change in credit risk (net) (322) (76) (87) (485) (37) (151) 162 (26)
Update in the methodology for loss allowance estimation 119 (18) 4 105 3 (5) - (2)
Total movements with impact to profit or loss: (204) (93) (76) (373) 68 (150) 162 80
Movements without impact to profit or loss:
Loans written-off during the period - - - - - - - -
FX and other movements = = = = = = = =
Total movements without impact to profit or loss: - - - - - - - -
Amount as at 31 December 224 6 641 871 428 99 717 1,244

Bank loss allowance against loans to customers: Loans to business customers — Central and local authorities and other

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 428 99 717 1,244 360 249 555 1,164
Movements with impact to profit or loss:
New loans originated 29 4 7 40 137 7 = 144
Loans derecognized during the period (other than write-offs) (30) (3) - (33) (35) (1) - (36)
Changes due to change in credit risk (net) (322) (76) (87) (485) (37) (151) 162 (26)
Update in the methodology for loss allowance estimation 119 (18) 4 105 3 (5) - (2)
Total movements with impact to profit or loss: (204) (93) (76) (373) 68 (150) 162 80
Movements without impact to profit or loss:
Loans written-off during the period - - - - - - - -
FXand other movements = = = = = = = =
Total movements without impact to profit or loss: - - - - - - - -
Amount as at 31 December 224 6 641 871 428 99 717 1,244

105 /191



NOTES TO THE FINANCIAL STATEMENTS
31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

NOTE 14
FINANCE LEASE RECEIVABLES

. P
$1AULIY =' BANKAS

As part of its lending services, the Bank offers its customers various types of finance lease contracts. Main finance lease model of the Bank is to
finance goods or services sold by vendors to the customers. The Bank acts as a lender, although legally it is the owner of the assets leased.

No other material income except for the finance income (included in net interest income - see Note 1) is earned by the Bank from the finance
lease. The Bank does not provide any buy-back guarantees or residual value guarantees at its own risk. In some cases when such guarantees are
offered to customers that use Bank's finance lease products, the vendor of the assets leased provides such guarantees. In such cases the Bank
additionally assesses the vendor's capacities to meet such obligations.

Risk profile of finance lease contracts is described in detail in part 1.6. of the Financial Risk Management disclosure.

The Group
Over5

Upto 1year 1-2 years 2-3years 3-4 years 4-5years years Total

Gross investments in leasing:
Balance at 31 December 2018 41,317 33,292 26,192 24,252 9,726 2,272 137,051
Change during 2019 14,155 8,997 15,594 (3.116) 874 144 36,648
Balance at 31 December 2019 55,472 42,289 41,786 21,136 10,600 2,416 173,699

Unearned finance income on finance leases:
Balance at 31 December 2018 (4,334) (3,023) (1,791) (894) (200) (75) (10,317)
Change during 2019 (1,045) (571) (282) 93 (39) 20 (1,824)
Balance at 31 December 2019 (5,379) (3,594) (2,073) (801) (239) (55) (12,141)

Net investments in leasing before provisions:
At 31 December 2018 36,983 30,269 24,401 23,358 9,526 2,197 126,734
At 31 December 2019 50,093 38,695 39,713 20,335 10,361 2,361 161,558

Changes in provisions:
Balance at 31 December 2018 (1,233) (358) (289) (274) (111) (381) (2,646)
Provisions reversed / (additional provisions (438) (251) (337) (44) (51) (220) (1.341)

charged)

Provisions for finance lease debts written off - - - - - 26 26
Balance at 31 December 2019 (1,671) (609) (626) (318) (162) (575) (3,961)

Net investments in leasing after provisions:
At 31 December 2018 35,750 29911 24,112 23,084 9,415 1,816 124,088
At 31 December 2019 48,422 38,086 39,087 20,017 10,199 1,786 157,597
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NOTE 14
FINANCE LEASE RECEIVABLES (continued)

. P
$1AULIY =' BANKAS

The Bank

Upto 1 year 1-2 years 2-3 years 3-4years 4-5years  Over5years Total

Gross investments in leasing:
Balance at 31 December 2018 40,397 33,287 26,192 24,252 9,726 2,272 136,126
Change during 2019 14,244 9,002 15,594 (3,116) 874 144 36,742
Balance at 31 December 2019 54,641 42,289 41,786 21,136 10,600 2,416 172,868

Unearned finance income on finance leases:
Balance at 31 December 2018 (4,332) (3,023) (1,791) (894) (200) (75) (10,315)
Change during 2019 (1,047) (571) (282) 93 (39) 20 (1,826)
Balance at 31 December 2019 (5,379) (3,594) (2,073) (801) (239) (55) (12,141)

Net investments in leasing before provisions:
At 31 December 2018 36,065 30,264 24,401 23,358 9,526 2,197 125,811
At 31 December 2019 49,262 38,695 39,713 20,335 10,361 2,361 160,727

Changes in provisions:
Balance at 31 December 2018 (429) (358) (289) (274) (111) (381) (1,842)
Provisions reversed / (additional provisions (464) (251) (337) (44) (51) (220) (1.367)

charged)

Provisions for finance lease debts written off - - - - - 22 22
Balance at 31 December 2019 (893) (609) (626) (318) (162) (579) (3,187)

Net investments in leasing after provisions:
At 31 December 2018 35,636 29,906 24,112 23,084 9,415 1,816 123,969
At 31 December 2019 48,369 38,086 39,087 20,017 10,199 1,782 157,540

Movements in provision for impairment of finance lease receivables by class are as follows:

Group loss allowance against finance lease receivables

2019 2018

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

Loss allowance as at 1 January 349 537 1,760 2,646 250 895 1,819 2,964
Movements with impact to profit or loss:

New loans originated 452 124 607 1,183 256 190 200 646

Loans derecognized during the period (other than write-offs) (67) (145) (296) (508) (70) (302) (820) (1,192)

Changes due to change in credit risk (net) (197) (75) 785 513 (31) (150) 577 396

Update in the methodology for loss allowance estimation 156 4 (7) 153 (55) (96) (15) (166)

Total movements with impact to profit or loss: 344 (92) 1,089 1,341 100 (358) (58) (316)
Movements without impact to profit or loss:

Loans written-off during the period = = (26) (26) = = (1) (1)

FX and other movements - - - - (1) - - (1)

Total movements without impact to profit or loss: - - (26) (26) (1) = (1)
Loss allowance as at 31 December 693 445 2,823 3,961 349 537 1,760 2,646
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FINANCE LEASE RECEIVABLES (continued)
Bank loss allowance against finance lease receivables
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 349 538 955 1,842 250 894 1,004 2,148
Movements with impact to profit or loss:
New loans originated 452 124 607 1,183 256 190 199 645
Loans derecognized during the period (other than write-offs) (67) (145) (270) (482) (69) (301) (818) (1,188)
Changes due to change in credit risk (net) (198) (76) 786 512 (32) (149) 579 398
Update in the methodology for loss allowance estimation 156 4 (6) 154 (55) (96) (9) (160)
Total movements with impact to profit or loss: 343 (93) 1,117 1,367 100 (356) (49) (305)
Movements without impact to profit or loss:
Loans written-off during the period - = (22) (22) = = - -
FX and other movements - - - - (1) - - (1)
Total movements without impact to profit or loss: - - (22) (22) (1) - - (1)
Loss allowance as at 31 December 692 445 2,050 3,187 349 538 955 1,842
Group loss allowance against finance lease receivables - individuals
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 89 47 173 309 89 36 122 247
Movements with impact to profit or loss:
New loans originated 126 15 41 182 54 33 55 142
Loans derecognized during the period (other than write-offs) (15) (10) (56) (81) (14) (4) (31) (49)
Changes due to change in credit risk (net) (77) (24) (6) (107) (9) 26 30 47
Update in the methodology for loss allowance estimation 102 12 = 114 (31) (44) (3) (78)
Total movements with impact to profit or loss: 136 (7) (21 108 - 11 51 62
Movements without impact to profit or loss:
Loans written-off during the period = = (26) (26) = = = =
FX and other movements - - - - - - - -
Total movements without impact to profit or loss: - - (26) (26) = - - -
Loss allowance as at 31 December 225 40 126 391 89 47 173 309
Bank loss allowance against finance lease receivables - individuals
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 89 47 137 273 88 37 83 208
Movements with impact to profit or loss:
New loans originated 126 15 41 182 54 34 54 142
Loans derecognized during the period (other than write-offs) (15) (10) (56) (81) (13) (4) (29) (46)
Changes due to change in credit risk (net) (78) (24) (6) (108) 9) 24 32 47
Update in the methodology for loss allowance estimation 102 12 1 115 (31) (44) (3) (78)
Total movements with impact to profit or loss: 135 (7) (20) 108 1 10 54 65
Movements without impact to profit or loss:
Loans written-off during the period = = (22) (22) = = = =
FX and other movements - - - - - - - -
Total movements without impact to profit or loss: = = (22) (22) - - - -
Loss allowance as at 31 December 224 40 95 359 89 47 137 273
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NOTE 14

FINANCE LEASE RECEIVABLES (continued)

Group loss allowance against finance lease receivables — business customers

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 260 490 1,587 2,337 161 859 1,697 2,717

Movements with impact to profit or loss:
New loans originated 326 109 566 1,001 202 157 145 504
Loans derecognized during the period (other than write-offs) (52) (135) (240) (427) (56) (298) (789) (1,143)
Changes due to change in credit risk (net) (120) (51) 791 620 (22) (176) 547 349
Update in the methodology for loss allowance estimation 54 (8) (7) 39 (24) (52) (12) (88)
Total movements with impact to profit or loss: 208 (85) 1,110 1,233 100 (369) (109) (378)

Movements without impact to profit or loss:
Loans written-off during the period - - - - = = (1) (1)
FX and other movements - - - - (1) - - (1)

Total movements without impact to profit or loss: - - - - (1) - (1)
Loss allowance as at 31 December 468 405 2,697 3,570 260 490 1,587 2,337
Bank loss allowance against finance lease receivables —business customers

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loss allowance as at 1 January 260 491 818 1,569 162 857 921 1,940

Movements with impact to profit or loss:
New loans originated 326 109 566 1,001 202 156 145 503
Loans derecognized during the period (other than write-offs) (52) (135) (214) (401) (56) (297) (789) (1,142)
Changes due to change in credit risk (net) (120) (52) 792 620 (23) (173) 547 351
Update in the methodology for loss allowance estimation 54 (8) (7) 39 (24) (52) (6) (82)
Total movements with impact to profit or loss: 208 (86) 1,137 1,259 99 (366) (103) (370)

Movements without impact to profit or loss:
Loans written-off during the period = = = = = = = =
FX and other movements - - - - (1) - - (1)
Total movements without impact to profit or loss: - - = ° (1) ° ° (1)
Loss allowance as at 31 December 468 405 1,955 2,828 260 491 818 1,569

109 /191



NOTES TO THE FINANCIAL STATEMENTS
31 December 2019

(Allamounts are in EUR thousand, unless otherwise stated)

NOTE 15
INVESTMENT SECURITIES
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Investment securities are comprised of:

- non-trading equities. The Group chose to measure these securities at fair value through profit or loss;
- debt securities at fair value through other comprehensive income;

- debt securities at amortized cost (held to collect cash flows).

2019 2018
Group Bank Group Bank
INVESTMENT SECURITIES AT FAIR VALUE:
Non-trading securities at fair value:
Debt securities at fair value through other comprehensive income: 8,953 8,558 16,379 15,984
Government bonds 1,343 1,343 3,325 3,325
Corporate bonds 7,610 7,215 13,054 12,659
Non-trading equity securities at fair value through profit or loss 5,106 933 4,728 523
Total non-trading securities at fair value 14,059 9,491 21,107 16,507
TOTAL INVESTMENT SECURITIES AT FAIR VALUE 14,059 9,491 21,107 16,507
INVESTMENT SECURITIES AT AMORTIZED COST:
Securities at amortized cost:
Debt securities:
Government bonds 375,502 370,825 463,943 463,943
Corporate bonds 170,347 164,654 174,712 174,712
Total securities at amortized cost 545,849 535,479 638,655 638,655
TOTAL INVESTMENT SECURITIESAT AMORTIZED COST 545,849 535,479 638,655 638,655
Breakdown of debt securities by time remaining to maturity:
Debt securities at fair value through other comprehensive income:
Short-term (up to 1 year) 2,735 2,340 1,878 1,878
Long-term (over 1 year) 6,218 6,218 14,501 14,106
Total debt securities at fair value through other comprehensive income 8,953 8,558 16,379 15,984
Debt securities at amortized cost:
Short-term (up to 1 year) 64,220 64,129 127,904 127,904
Long-term (over 1 year) 481,629 471,350 510,751 510,751
Total debt securities at amortized cost 545,849 535,479 638,655 638,655

As at 31 December 2019, government bonds at amortized cost with a carrying value of EUR 5,595 thousand (31 December 2018 — government
bonds at amortized cost with a carrying value of EUR 5,660 thousand) were pledged as collateral for currency forwards (Note 12). As at 31
December 2018, government bonds at amortized cost with a carrying value of EUR 40,515 thousand were pledged to the Bank of Lithuania as a
collateral for Eurosystem market operations (of which, EUR 17,082 thousand were pledged against the outstanding loan of EUR 16,166 thousand
andremaining EUR 23,433 thousand was unused collateral —they were pledged for having the opportunity to borrow the funds immediately when
needed).
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NOTE 15
INVESTMENT SECURITIES (continued)

Staging and impairment of the Group's/Bank’s investment debt securities:
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Group investment debt securities at fair value through other comprehensive income

2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Government bonds, gross 1,343 = = 1,343 3,327 = = 3,327
Less: allowance for impairment 0 - - 0 (2) - - (2)
Government bonds, net 1,343 = = 1,343 3,325 = = 3,325
Corporate bonds, gross 7,443 181 = 7,624 12,914 160 = 13,074
Less: allowance for impairment (9) (5) - (14) (13) (7) - (20)
Corporate bonds, net 7,434 176 = 7,610 12,901 153 = 13,054
Total, gross 8,786 181 = 8,967 16,241 160 = 16,401
Less: allowance for impairment (9) (5) - (14) (15) (7) - (22)
Total, net 8,777 176 - 8,953 16,226 153 - 16,379
Bank investment debt securities at fair value through other comprehensive income
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Government bonds, gross 1,343 = = 1,343 3,327 = = 3,327
Less: allowance for impairment 0 - - 0 (2) - - (2)
Government bonds, net 1,343 = = 1,343 3,325 = = 3,325
Corporate bonds, gross 7,043 181 = 7,224 12,514 160 = 12,674
Less: allowance for impairment (4) (5) - (9) (8) (7) - (15)
Corporate bonds, net 7,039 176 = 7,215 12,506 153 = 12,659
Total, gross 8,386 181 = 8,567 15,841 160 = 16,001
Less: allowance for impairment (4) (5) - (9) (10) (7) - (17)
Total, net 8,382 176 = 8,558 15,831 153 = 15,984
Group investment debt securities at amortized cost
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Government bonds, gross 375,655 = = 375,655 463,085 1,054 = 464,139
Less: allowance for impairment (153) - - (153) (188) (8) - (196)
Government bonds, net 375,502 = = 375,502 462,897 1,046 = 463,943
Corporate bonds, gross 169,477 1,006 1,014 171,497 173,853 1,005 1,013 175871
Less: allowance for impairment (111) (25) (1,014) (1,150) (114) (32) (1,013) (1,159)
Corporate bonds, net 169,366 981 = 170,347 173,739 973 = 174,712
Total, gross 545,132 1,006 1,014 547,152 636,938 2,059 1,013 640,010
Less: allowance for impairment (264) (25) (1,014) (1,303) (302) (40) (1,013) (1,355)
Total, net 544,868 981 = 545,849 636,636 2,019 = 638,655
Bank investment debt securities at amortized cost
2019 2018
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Government bonds, gross 370,975 = = 370,975 463,085 1,054 = 464,139
Less: allowance for impairment (150) - - (150) (188) (8) - (196)
Government bonds, net 370,825 = = 370,825 462,897 1,046 = 463,943
Corporate bonds, gross 163,779 1,006 = 164,785 173,853 1,005 = 174,858
Less: allowance for impairment (106) (25) - (131) (114) (32) - (146)
Corporate bonds, net 163,673 981 = 164,654 173,739 973 = 174,712
Total, gross 534,754 1,006 - 535,760 636,938 2,059 - 638,997
Less: allowance for impairment (256) (25) - (281) (302) (40) - (342)
Total, net 534,498 981 - 535,479 636,636 2,019 - 638,655

Reconciliation of allowance for impairment of investment debt securities is presented in the table below:
2019 2018
Group Bank Group Bank
Allowance for impairment of investment debt securities as of 1 January: 1,377 359 1,318 291
Change in allowance for impairment (62) (70) 74 74
Update in the methodology for loss allowance estimation - - (6) (6)
Change in FX rates 2 1 (9) =
Allowance for impairment of investment debt securities as of 31 December: 1,317 290 1,377 359
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NOTE 15
INVESTMENT SECURITIES (continued)

Breakdown of the Group's/Bank’s investment securities as at 31 December 2019 and 2018:
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2019 2018
Group Bank Group Bank
Investment securities at fair value:
Debt securities 8,953 8,558 16,379 15,984
AAA - - - -
from AA-to AA+ - - = =
from A-to A+ 4,529 4,529 5,563 5,563
from BBB- to BBB+ 3,854 3,854 10,268 10,268
from BB-to BB+ - - - -
lower than BB- 175 175 153 153
no rating 395 - 395 -
Equities 5,106 933 4,728 524
listed - - - -
unlisted 741 622 848 432
units of investment funds 4,365 311 3,880 92
Total investment securities at fair value 14,059 9,491 21,107 16,508
Investment securities at amortized cost:
Debt securities 545,849 535,479 638,655 638,655
AAA = = = =
from AA-to AA+ 8,320 8,113 9,990 9,990
from A-to A+ 378,386 372,941 453,265 453,265
from BBB- to BBB+ 156,743 152,433 172,370 172,370
from BB- to BB+ 2,400 1,992 3,030 3,030
lower than BB- - - - -
no rating - - - -
Total investment securities at amortized cost 545,849 535,479 638,655 638,655
No material reclassifications between securities portfolios were performed during 2019 and 2018.
Movements in the financial instruments revaluation reserve:
The Group The Bank
Financial Financial Financial Financial
instruments instruments instruments instruments
revaluation  Deferred income revaluation revaluation  Deferredincome revaluation
reserve, before tax asset reserve, after reserve, before tax asset reserve, after
taxes (liabilities) taxes taxes (liabilities) taxes
1 January 2018 (372) 4 (368) (372) 4 (368)
Revaluation (486) - (486) (486) - (486)
Sale or redemption of securities (74) - (74) (74) - (74)
Conversion of subordinated loan 352 = 352 352 = 352
Deferred income tax - 84 84 - 84 84
31 December 2018 (580) 88 (492) (580) 88 (492)
Revaluation 766 - 766 766 - 766
Sale or redemption of securities (166) - (166) (166) - (166)
Recognition of own credit risk
attributable to unit-linked insurance 13 - 13 - - -
liabilities
Deferred income tax - (130) (130) - (130) (130)
31 December 2019 33 (42) (9) 20 (42) (22)
Bank's cash flows and other movements of investment securities at amortized cost:
2019 2018
Group Bank Group Bank
Asat 1 January 638,655 638,655 576,260 576,260
Acquisitions 48,293 37,876 133,985 133,985
Redemptions (119,491) (119,491) (53,503) (53,503)
Disposals (15,939) (15,939) (14,282) (14,282)
Accrued interest 9,132 9,008 10,233 10,233
Received coupon payment (14,902) (14,739) (13,900) (13,900)
Foreign currency exchange rate impact 61 61 233 233
Impairment 54 62 (343) (343)
Reclassifications (14) (14) (28) (28)
As at 31 December 545,849 535,479 638,655 638,655
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NOTE 16
INVESTMENTS IN SUBSIDIARIES
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The Group consists of the Bank and its subsidiaries listed below in this note. All of the entities comprising the Group operate in Lithuania.

Carrying amount
Sharein

equity 31 December 2019 31 December 2018 (restated) 1 January 2018 (restated)
Bank Net Net Net
Gross Impair- carrying Gross Impair- carrying Gross Impair- carrying
amount ment amount amount ment amount amount ment amount

Investments in consolidated

directly controlled subsidiaries:
Bonum Publicum GD UAB 100.00% 10,741 - 10,741 10,529 (1,996) 8,533 10,829 - 10,829
Minera UAB 100.00% 2,925 = 2,925 2,829 = 2,829 3,217 = 3,217
Pavasaris UAB 100.00% 2 - 2 0 - 0 149 - 149
SB Lizingas UAB 100.00% 10,749 = 10,749 11,630 = 11,630 11,776 = 11,776
3 SBTFUAB 100.00% 1,703 - 1,703 1,634 - 1,634 683 - 683
Slaully Ba&;‘;y’”f’gjiﬂg 100.00% 933 - 933 442 - 442 1,038 - 1,038
§/au//'q Banko Lizingas UAB 100.00% 1,074 - 1,074 1,074 - 1,074 1,074 - 1,074
Slaully Banko Turto 100.00% 3,364 - 3,364 3,308 - 3,308 3,969 - 3,969

Fondas UAB

Total 31,491 - 31,491 31,466 (1,996) 29,450 32,735 - 32,735

As of 31 December 2018, as the net value of investment in Pavasaris UAB was negative, the Bank recognized a constructive obligation to cover
the losses of the subsidiary amounting to EUR 5 thousand. It was included in statement of financial position line "Other non-financial liabilities".

Reconciliation of Bank's investment in subsidiary amounts is presented in the table below:

2019 2018

Net book value at 1 January 29,450 32,735

Share of the profit or loss of investments in subsidaries accounted for using the equity method 4,713 3,327
Increase in the investment amount 135 -

Dividends paid by the subsidiaries to the Bank (4,800) (4,619)

Impairment 1,996 (1,996)

Other changes (changes due constructive obligation to cover losses and rounding) (3) 3

Net book value at 31 December 31,491 29,450

In addition, the Group had indirectly controlled subsidiaries with 100% share in equity: at 31 December 2019, Apzeldinimas UAB (indirectly
controlled by Siauliy Banko Turto Fondas UAB), Sandworks UAB (indirectly controlled by Siauliy Banko Investicijy Valdymas UAB): at 31 December
2018, Apzeldinimas UAB (indirectly controlled by Siauliy Banko Turto Fondas UAB), Sandworks UAB (indirectly controlled by Siauliy Banko
Investicijy Valdymas UAB) and ZSA 5 UAB (indirectly controlled by Siauliy Banko Investicijy Valdymas UAB). ZSA5 UAB had no material assets and
liabilities and was liquidated in 2019.

In 2018, the Bank recognized an impairment of EUR 1,996 thousand to investment in Bonum Publicum GD UAB through income statement line
"Allowance for impairment losses on investments in subsidiaries”. In 2019, the whole impairment amount of EUR 1,996 thousand was reversed
through income statement. At 31 December 2019 and 2018 Bank's subsidiary Siauliy Banko Turto Fondas UAB had recognized an impairment
for the whole amount of investment in ApZeldinimas UAB (impairment amount EUR 300 thousand). Bank's subsidiary Bonum Publicum GD UAB
was tested for impairment using embedded value approach as of 31 December 2019 and discounted cash flows approach as of 31 December
2018. Embedded value equals to the value of in-force business plus the value of the free capital. Value of in-force business is calculated using
management estimations of the cash flows from the insurance portfolio and the income from capital-in-lock discounted to net present value
using the discount rate of 6.50% that reflects current market assessment of the time value of money and the related risks. Discounted cash flows
reflect the management estimation of amounts of distributable net profit that were discounted using the discount rate of 6.6%. At 31 December
2019 and 2018 due to major uncertainties regarding future cash flows Bank's subsidiary Siauliy Banko Turto Fondas UAB had recognized an
impairment for the whole amount of investment in ApZeldinimas UAB. No impairment triggers were identified regarding other subsidiaries.
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NOTE 17
INTANGIBLE ASSETS
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Software and licences

Group Bank

As at 1 January 2018:
Cost 5,424 5,068
Accumulated amortisation (3,641) (3,384)
Net book value 1,783 1,684

Year ended 31 December 2018:
Net book value at 1 January 1,783 1,684
Acquisitions 894 866
Write-offs - -
Amortisation charge (670) (575)
Net book value at 31 December 2,007 1,975

As at 31 December 2018:
Cost 6,238 5,854
Accumulated amortisation (4,231) (3,879)
Net book value 2,007 1,975

Year ended 31 December 2019:
Net book value at 1 January 2,007 1,975
Acquisitions 1,766 1,713
Write-offs (2) -
Amortisation charge (835) (767)
Net book value at 31 December 2,936 2,921

As at 31 December 2019:
Cost 7,990 7,557
Accumulated amortisation (5,054) (4,636)
Net book value 2,936 2,921
Economic life (in years) 3-9 3-9

Gooawill
2019 2018
Gooawill arising from acquisition of:

Bonum Publicum 1,352 1,352
Net book value 1,352 1,352

Goodwillimpairment test

For the purpose of impairment testing, goodwillis allocated to one cash generating unit - subsidiary of the Bank Bonum Publicum. The recoverable
amount of cash generating unit is determined by applying the embedded value calculations. Embedded value equals to the value of in-force
business plus the value of the free capital. Value of in-force business is calculated using management estimations of the cash flows from the
insurance portfolio and the income from capital-in-lock discounted to net present value using the discount rate of 6.50% that reflects current
market assessment of the time value of money and the risks related to cash generating unit.

No impairment loss for goodwill was identified in 2019 as a result of the test. In 2018, an impairment loss of goodwill in amount of EUR 1,400
thousand was identified. The company's business expansion outlook and future cash flows were reassessed, and the assessment resulted in
reduced net present value of projected future cash flows of the company, which was the main cause for the goodwillimpairment recognition. The
impairment was included in the income statement line "Allowance for impairment losses on other assets" and written-off.
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NOTE 18

PROPERTY, PLANT AND EQUIPMENT

Group Buildings, Constructionin
premises and land Vehicles  Office equipment progress Total
As at 1 January 2018:
Cost 10,160 2,742 6,574 90 19,566
Accumulated depreciation (2,824) (886) (5,154) = (8,864)
Net book value 7.336 1,856 1,420 90 10,702
Year ended 31 December 2018:
Net book value at 1 January 7,336 1,856 1,420 90 10,702
Acquisitions - 1,038 322 49 1,409
Reclassifications (1,901) = = = (1,901)
Disposals and write-offs (50) (343) (6) - (399)
Depreciation charge (191) (399) (591) = (1,181)
Net book value at 31 December 5,194 2,152 1,145 139 8,630
As at 31 December 2018:
Cost 7,561 2,974 6,172 139 16,846
Accumulated depreciation (2,367) (822) (5,027) - (8,216)
Net book value 5,194 2,152 1,145 139 8,630
Year ended 31 December 2019:
Net book value at 1 January 5,194 2,152 1,145 139 8,630
Acquisitions 1 1,132 1,346 331 2,810
Reclassifications 99 - 3 (188) (86)
Disposals and write-offs (1) (625) (50) (4) (680)
Depreciation charge (142) (429) (637) - (1,208)
Net book value at 31 December 5,151 2,230 1,807 278 9,466
As at 31 December 2019:
Cost 7,635 2,904 5,844 278 16,661
Accumulated depreciation (2,484) (674) (4,037) - (7,195)
Net book value 5,151 2,230 1,807 278 9,466
Economic life (in years) 15-50 5=12 3-20 = =

Right-of-use assets and lease liabilities

Until the 2018 financial year, leases of property, plant and equipment were classified as operating leases. From 1 January 2019, leases are
recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is available for use by the Group. The Group
leases various offices, equipment and vehicles. Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. Rental contracts are typically made for fixed periods of 4 months to 8 years, but may have extension options. The terminations of
agreementy by lesee mostly from 3 to 6 months notice. The lease agreements do notimpose any covenants other than the security interests in
the leased assets that are held by the lessor. Leased assets may not be used as security for borrowing purposes.

Group: right-of-use assets Buildings, premises

and land Vehicles Office equipment Total
As at 1 January 2019:
Cost 8,590 210 18 8,818
Accumulated depreciation (5,162) (92) - (5,254)
Net book value 3,428 118 18 3,564
Year ended 31 December 2019:
Net book value at 1 January 3,428 118 18 3,564
Contract additions 852 51 - 903
Contract terminations (321) (48) (6) (375)
Charge to other bank's income (10) - - (10)
Depreciation charge (1,281) (44) (7) (1,332)
Net book value at 31 December 2,668 77 5 2,750
As at 31 December 2019:
Cost 8,243 184 12 8,439
Accumulated depreciation (5,575) (107) (7) (5.689)
Net book value 2,668 77 5 2,750
Economic life (in years) 2-20 2-7 3 -
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NOTE 18

PROPERTY, PLANT AND EQUIPMENT (continued)

Amounts of lease liabilities recognized in Group's statement of financial position:

Lease liabilities before prepayments
Short-term (up to 1 year)
Long-term (over 1 year)

Prepayments received

Lease liabilities, carrying value

31 December 2019

2,780
1,103
1,677
(110)
2,670

1 January 2019

3.625
1,331
2,294
(133)
3.492

The Group recognizedinitsincome statetement for the year ended 31 December 2019 lease expense for the low value leases amounting to EUR

26 thousand.
Bank Buildings and Constructionin
premises Vehicles  Office equipment progress Total
As at 1 January 2018:
Cost 9,681 1931 6,242 90 17,944
Accumulated depreciation (2,500) (487) (4,889) = (7,876)
Net book value 7,181 1,444 1,353 90 10,068
Year ended 31 December 2018:
Net book value at 1 January 7,181 1,444 1,353 90 10,068
Acquisitions - 849 294 44 1,187
Disposals and write-offs = (293) (5) = (298)
Depreciation charge (185) (292) (561) - (1,038)
Reclassification to assests held for sale (1,901) - - - (1,901)
Net book value at 31 December 5,095 1,708 1,081 134 8,018
As at 31 December 2018:
Cost 7,144 2,214 5,842 134 15,334
Accumulated depreciation (2,049) (506) (4,761) - (7,316)
Net book value 5,095 1,708 1,081 134 8,018
Year ended 31 December 2019:
Net book value at 1 January 5,095 1,708 1,081 134 8,018
Acquisitions 1 900 1,311 323 2,535
Disposals and write-offs (1) (491) (42) (4) (538)
Depreciation charge (139) (322) (607) = (1,068)
Reclassifications 99 - - (383) (284)
Net book value at 31 December 5,055 1,795 1,743 70 8,663
As at 31 December 2019:
Cost 7,218 2,282 5,498 70 15,068
Accumulated depreciation (2,163) (487) (3,755) = (6,405)
Net book value 5,055 1,795 1,743 70 8,663
Economic life (in years) 15-50 5-112 3-20 o =
Bank: right-of-use assets Buildings, premises
and land Vehicles Office equipment Total
As at 1 January 2019:
Cost 8,125 210 - 8,335
Accumulated depreciation (5,162) (92) o (5,254)
Net book value 2,963 118 - 3,081
Year ended 31 December 2019:
Net book value at 1 January 2,963 118 = 3,081
Contract additions 882 51 - 933
Contract terminations (322) (48) = (370)
Charge to other bank's income (10) - - (10)
Depreciation charge (1,083) (44) = (1,127)
Net book value at 31 December 2,430 77 - 2,507
As at 31 December 2019:
Cost 7,907 184 - 8,091
Accumulated depreciation (5,477) (107) - (5,584)
Net book value 2,430 77 = 2,507
Economic life (in years) 2-20 2-7 - -
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NOTE 18

PROPERTY, PLANT AND EQUIPMENT (continued)

Amounts of lease liabilities recognized in Bank's statement of financial position:

Lease liabilities before prepayments
Short-term (up to 1 year)
Long-term (over 1 year)

Prepayments received

Lease liabilities, carrying value

31 December 2019 1 January 2019
2,532 3,131

938 1,063

1,594 2,068

(80) (97)

2,454 3,034

The Bank recognized in its income statetement for the year ended 31 December 2019 lease expense for the low value leases amounting to EUR

4 thousand.

The total balance of the assets in the tables above includes assets leased under lease agreements as follows:

Group Bank
Vehicles Equipment Total Vehicles Equipment Total
Asat 1 January 2018:
Cost 44 502 546 - 502 502
Accumulated depreciation (16) (501) (517) - (501) (501)
Net book value 28 1 29 = 1 1
Year ended 31 December 2018:
Net book value at 1 January 28 1 29 - 1 1
Additions (+), disposals and write-offs (-) 45 - 45 - - -
Depreciation charge (21) (1) (22) - (1) (1)
Net book value at 31 December 52 = 52 = = =
As at 31 December 2018:
Cost 89 481 570 - 481 481
Accumulated depreciation (37) (481) (518) - (481) (481)
Net book value 52 - 52 - - -
Year ended 31 December 2019:
Net book value at 1 January 52 = 52 = = =
Additions (+), disposals and write-offs (-) 33) - (33) - - -
Depreciation charge 19) = (19 = o =
Net book value at 31 December - - - - - -
As at 31 December 2019:
Cost = = = = = =
Accumulated depreciation - - - - - -
Net book value = = = = = =
Economic life (in years) 6-12 6-15 - - 6-15 -

As at 31 December 2019 and 31 December 2018, there were no property, plant and equipment pledged to third parties.

Future minimum lease payments to be received under non-cancellable lease agreements for the Bank and the Group were as follows (this

includes investment property disclosed in Note 26):

2019 2018

upto1year 1-5years over 5 years upto1year 1-5years over 5 years

Group 508 479 90 130 139 43
Bank 33 7 = 47 57 43
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2019 2018
Group Bank Group Bank
Financial assets:
Amounts receivable 7,875 7,229 13,213 12,708
Breakdown of financial assets according to maturity
Short-term (up to 1 year) 7,035 6,373 13,041 12,542
Long-term (over 1 year) 840 856 172 166
Non-financial assets:
Breakdown of non-financial assets according to maturity
Short-term (up to 1 year) 12,464 1,918 22,518 6,097
Long-term (over 1 year) 3,617 3,127 2,731 1,209
Inventories 8,780 - 16,312 -
Deferred charges 913 849 895 848
Assets under reinsurance and insurance contracts 1,189 - 597 -
Prepayments 944 79 4,607 3,777
Foreclosed assets 919 835 193 142
Assets held for sale 1,004 1,004 1,794 1,794
Other 2,332 2,278 851 745
TOTAL OTHER ASSETS 23,956 12,274 38,462 20,014

Balances of other financial assets include impairment. Reconciliation of allowance for impairment of other financial assetsis presented in the table
below:

Group Bank

Allowance forimpairment of other financial assets as of 1 January 2018: 330 303
Change in allowance for impairment 73 75

Other financial assets written-off during the period (5) (3)

Reclassifications and other movements (3) (3)

Allowance forimpairment of other financial assets as of 31 December 2018: 395 372
Change in allowance for impairment 134 138

Other financial assets written-off during the period (13) (5)

Reclassifications and other movements 1 -

Allowance forimpairment of other financial assets as of 31 December 2019: 517 505

Inventories relate to real estate projects under development and real estate held for sale by the Bank's subsidiaries Siauliy Banko Turto Fondas
UAB, SBTF UAB, Minera UAB and Pavasaris UAB. All inventories are accounted at lower of cost and net realisable value. Inventories are not
pledged.

Real estate properties that are planned to be sold within one year are included in assets classified as held for sale. As of 31 December 2019, such
real estate assets consisted of nine properties with a fair value of EUR 1,004 thousand (as of 31 December 2018: ten properties with a fair value
of EUR 1,794 thousand). Animpairment expense of EUR 424 thousand related to the repricing these properties down to the realisable value was
recognized in 2019 (2018: EUR 1,282 thousand). No income or expenses related to these properties were recorded in profit or loss of
discontinued operations.

A net impairment expense of EUR 291 thousand related to repricing inventories and other non-financial assets down to realisable value was
includedinyear 2019 income statement for the Group (the Bank —net expense of EUR 57 thousand). In 2018, the Group included a netimpairment
expense on inventories and other non-financial assets of EUR 701 thousand in its income statement (the Bank — net expense of EUR 37
thousand).
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2019 2018
Group Bank Group Bank
Correspondent accounts and deposits of other banks and financial institutions:
Correspondent accounts and demand deposits 45,168 46,486 22,556 23,646
Time deposits 983 1,944 2,633 3,711
Total correspondent accounts and deposits of other banks and financial
institutions 46,151 48,430 25,189 27,357
Due to central bank - - 16,166 16,166
Loans received from:
Other banks = = 255 255
Other organisations 8,507 8,507 9,987 9,987
International organisations 19,737 19,737 17,555 17,555
Totalloans received 28,244 28,244 27,797 27,797
Total 74,395 76,674 69,152 71,320
Breakdown of due to other banks and financial institutions according to maturity
Short-term (upto 1 year) 56,244 57,623 51,573 53,320
Long-term (over 1 year) 18,151 19,051 17,579 18,000
Total 74,395 76,674 69,152 71,320

As at 31 December 2018, due to central bank consisted of short-term borrowings from Bank of Lithuania in a form of Eurosystem market
operations. Government bonds with a carrying value of EUR 40,515 thousand were placed as a collateral for borrowings (of which, EUR 17,082
thousand were pledged against the outstanding loan and remaining EUR 23,433 thousand was unused collateral —they were pledged for having
the opportunity to borrow the funds immediately when needed).

NOTE 21
DUE TO CUSTOMERS
2019 2018
Group Bank Group Bank
Demand deposits:
National government institutions 25,906 25,906 24,043 24,043
Local government institutions 73,856 73,856 63,274 63,274
Governmental and municipal companies 24,058 24,058 28,558 28,558
Corporate entities 402,900 405,115 388,159 388,537
Non-profit organisations 19,456 19,456 15,284 15,284
Individuals 491,616 491,616 383,548 383,548
Unallocated amounts due to customers 69,380 70,190 44,838 45,462
Total demand deposits 1,107,172 1,110,197 947,704 948,706
Time deposits:
National government institutions 1,432 1,432 1,334 1,334
Local government institutions 796 796 907 907
Governmental and municipality companies 6,501 6,501 5,498 5,498
Corporate entities 56,234 56,234 64,554 64,554
Non-profit organisations 2,242 2,242 2,347 2,347
Individuals 859,272 859,272 823,444 823,444
Total time deposits 926,477 926,477 898,084 898,084
Total 2,033,649 2,036,674 1,845,788 1,846,790
Breakdown of due to customers according to maturity
Short-term (up to 1 year) 1,813,728 1,816,753 1,643,628 1,644,630
Long-term (over 1 year) 219,921 219,921 202,160 202,160
Total 2,033,649 2,036,674 1,845,788 1,846,790
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NOTE 22

SPECIAL AND LENDING FUNDS

2019 2018

Group Bank Group Bank

Special funds 7,060 7,060 3,192 3,192
Lending funds = = = =
Total 7.060 7,060 3,192 3,192

Breakdown of special and lending funds according to maturity
Short-term (up to 1 year) 7,060 7,060 3,192 3,192

Long-term (over 1 year) - - - -

7.060 7.060 3,192 3,192

The special funds consist of the funds from the mandatory social and health insurance funds. The special funds have to be returned to the
institutions which have placed them upon the first requirement of the latter.

NOTE 23
DEBT SECURITIES IN ISSUE

At 31 December 2019, the Bank had EUR 20,044 thousand subordinated debt securities issued, which consisted of a 10 year bond issue of EUR
20,000 thousand. The bonds were issued on 23 December 2019, annual interest rateis 6.15%. The Bank has a right to call the bonds after 5 years.
The issue terms includes listing of the issued bonds on a regulated market - within 12 months from the date of distribution they are intended to
be admitted to the Nasdaq Baltic Debt Securities List.

At 31 December 2018, the Bank had EUR 20,003 thousand debt securities issued, which consisted of a 3 year bond issue of EUR 20,000 thousand
(ISIN code LTO000432015). The bonds were issued on 21 December 2017, annual interest rate is 0.60%. The Bank had a right to call the bonds
after 2 years. From 6 December 2018 this issue was listed on Nasdaq Baltic Bond List. On 21 December 2019, the Bank exercised its call option
and redeemed outstanding bonds paying the investors the nominal value of the bonds and accrued interest.

Cash flows and other movements of issued debt securities:

2019 2018

Group Bank Group Bank

As at 1 January 20,003 20,003 20,003 20,003
Issuance 20,000 20,000 = =
Redemptions (20,000) (20,000) - -
Accrued interest 161 161 120 120
Coupon payments (120) (120) (120) (120)
Asat 31 December | 20,044 20,044 20,003 20,003

N 24
LIABILITIES RELATED TO INSURANCE ACTIVITIES

Technical insurance provisions:

Bank's subsidiary Bonum Publicum GD UAB is engaged in life insurance business. For the years ended 31 December 2019 and 2018 the technical
insurance provisions and their changes were as follows:

Unearned Claims Loss cover
premiums outstanding (mathematical) Unit-linked Total
Gross:

At 1 January 2018 16 216 7,040 19,960 27,232
Change for the period (1) 5 1,156 (425) 735
At 31 December 2018 15 221 8,196 19,535 27,967
Change for the period = (77) 1,095 4,512 5,530
At 31 December 2019 15 144 9,291 24,047 33,497

Reinsurance share:

At 1 January 2018 (19) (20) (10) = (49)
Change for the period - 10 4 - 14
At 31 December 2018 (19) (10) (6) = (35)
Change for the period (6) 10 1 - 5
At 31 December 2019 (25) = (5) = (30)

Net value
At 31 December 2018 (4) 211 8,190 19,535 27,932
At 31 December 2019 (10) 144 9,286 24,047 33,467

Liabilities under unit-linked insurance contracts are fully covered with assets: other securities in the trading book and cash (31 December 2019:
securities EUR 23,492 thousand, cash EUR 555 thousand, 31 December 2018: securities EUR 18,999 thousand, cash EUR 536 thousand).ei
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2019 2018
Group Bank Group Bank
Financial liabilities:
Trade payables 4,910 2,022 3,410 824
Accrued charges 10,548 9,341 10,091 8,542
Lease liabilities (see Note 18) 2,670 2,454 = =
Total financial liabilities 18,128 13,817 13,501 9,366
Breakdown of other financial liabilities according to maturity
Short-term (up to 1 year) 16,392 12,215 12,852 9,366
Long-term (over 1 year) 1,736 1,602 649 -
Non-financial liabilities:
Advance amounts received from the buyers of assets 4,267 = 3918 =
Deferredincome 808 350 706 308
Provisions 660 = 284 =
Other liabilities 1,433 1,431 601 606
Total non-financial liabilities 7.168 1,781 5,509 914
Breakdown of other non-financial liabilities according to maturity
Short-term (up to 1 year) 6,980 1,660 4,816 762
Long-term (over 1 year) 188 121 693 152
Total non-financial liabilities 7,168 1,781 5,509 914

Provions are recognized as the Group's subsidiaries involved in the real estate activities grant service commitments for the properties they
develop and sell or for pending legal issues against the Group companies. The movement of provisions is presented in the table below:

2019 2018

{ Group Bank Group Bank

Provisions at 1 January 284 - 60 60

Additions, including increases in existing provisions { 438 = 354 103
Amounts used (62) - (163) (163)

Other movements (reclassifications) = = 33 =

Provisions at 31 December 660 - 284 -
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Investment property
Group Bank
Year ended 31 December 2018:
Carryingamount at 1 January 12,230 3,771
Acquisitions 30 -
Reclassifications to assets held for sale (608) (608
Impairment (933) -
Depreciation charge (131) (59)
Disposals and write-offs (828) (827)
Carryingamount at 31 December 2018 9,760 2.277
As at 31 December 2018:
Cost 10,670 2,510
Accumulated depreciation (910) (233)
Net carrying amount 9,760 2.277
Estimated fair value at 31 December 2018 10,288 2,568
Yearended 31 December 2019:
Carryingamount at 1 January 9,760 2,277
Acquisitions -
Reclassifications 62 (1
Impairment (63) =
Depreciation charge (220) (34)
Disposals and write-offs (1,969) (1,875)
Carryingamount at 31 December 2019 7.570 367
Asat 31 December 2019:
Cost 8,716 543
Accumulated depreciation (1,146) (176)
Net carrying amount 7.570 367
Estimated fair value at 31 December 2019 8,582 425
Economic life (in years) 20-50 20-50

Income from rent of investment property is included in the income statement line "Other operating income" (see Note 6 "Other income").
Maintenance expenses related to investment property (Group: EUR 152 thousandin 2019, EUR 172 thousand in 2018; Bank: EUR 59 thousand in
2018, EUR 90 thousand in 2018) are included in the income statement line "Other operating expenses”. Future minimum lease payments to be
received under non-cancellable lease agreements disclosure in Note 18 includes the payments from the the investment property leases.

The Group tests the investment property for impairment mainly using valuations from external independent certified appraisers or valuations
performed by Group's employees (as of 31 December 2019, 95% of the carrying value of the investment property was tested for impairment
using valuations from external independent certified appraisers; as of 31 December 2018 — 67%). Income or comparative price methods, i.e.
valuation techniques attributable to Level 3 (income method or comparative price method) are mostly used valuation technigues to test the
investment property for impairment both by external and internal valuators.

NOTE 27
CAPITAL

As of 31 December 2019 and 31 December 2018 the Banks's share capital amounted to EUR 174,210,616.27, it comprised 600,726,263 ordinary
registered shares with par value of EUR 0.29 each.

The extraordinary meeting of shareholders of Siauliy bankas that took place on 24 September 2018 passed a resolution to increase Bank's share
capital by EUR 16,572 thousand by additional contributions issuing 57 142 857 ordinary registered shares with nominal value of EUR 0.29 and
setting theissue price of EUR 0.35 perissued share (i.e. share premium amounts to EUR 3,428 thousand). The European Bank for Reconstruction
and Development (hereinafter - EBRD) was provided with the right to acquire all the shares of the new issue. These shares were paid by offsetting
mutual commitment between the Bank and EBRD under the subordinated convertible loan agreement signed 23 February 2013 (more
information on subordinated loanis presented in Note 30). The amended Charter of the Bank with an increased authorised capital was registered
in the Register of Legal Entities on 13 December 2018.
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NOTE 27
CAPITAL (continued)

The ordinary meeting of shareholders of Siauliy bankas that took place on 29 March 2018 passed a resolution to increase Bank's share capital by
EUR 26,273 thousand (20%) using Bank's own resources (retained earnings). The amended Charter of the Bank with an increased authorised
capital was registered in the Register of Legal Entities on 1 June 2018, the bonus shares were distributed among Bank's shareholders using the
proportion of their stakes at the end of the day of accounting of rights of the Meeting (13 April 2018).
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At 31 December 2019 and 31 December 2018, the European Bank for Reconstruction and Development possessed 26.02% of the authorised
capital and votes of the Bank.

As at 31 December 2019, the Bank had 5,391 shareholders (as at 31 December 2018: 4,992).

Share premium

The share premium represents the difference between the issue price and nominal value of the shares issued by the Bank. Share premium can
be used toincrease the Bank's authorised share capital. In 2018, the share premium of EUR 3,428 thousand was recognized in the subordinated
loan conversion process (described above in this note).

Reserve capital
The reserve capital is formed from the Bank's profit and its purpose is to ensure the financial stability of the Bank. The shareholders may decide
to use the reserve capital to cover losses incurred.

Statutory reserve

According to the Law of the Republic of Lithuania on Banks, allocations to the statutory reserve shall be compulsory and shall not be less than
1/20 of the profit available for appropriation. The statutory reserve may, by a decision of extraordinary general or annual meeting of the
shareholders, be used only to cover losses of the activities.

Reserve for acquisition of own shares

On 28 March 2019 the ordinary general meeting of shareholders made a decision to form a reserve for acquisition of own shares from retained
earnings. The reserve can be used for two purposes —to preserve the market price of Bank's shares and to acquire the shares that will be granted
to Group's employess as part of variable remuneration.

During the year ended 31 December 2019 the Bank acquired 1,176 thousand own shares for EUR 618 thousand. The acquired shares were
grantedto the employees of the Bank and its subsidiaries as a deferred part of variable remunerationfor 2015, 2016 and 2017. As of 31 December
2019, the Bank did not possess its own shares.

No own share acquisitions were performed during 2018.

Other equity
Other equity consists of amount that corresponds to the obligation to present Bank's shares to Group's employees as part of variable
remuneration.

The Group's remuneration policy prescribes two main elements of remuneration — fixed remuneration and variable remuneration, and various
additional benefits. Employees whose professional activities and/or decisions might have a significant impact on the risk accepted by the Group,
receive deferred variable remuneration. Until 2018, Group's incentive scheme included deferred payments in shares and cash of not less than
40% of variable remuneration being paid in equalinstalments during three year period. From 2019 under the Group's incentive scheme employees
whose professional activities and/or decisions may have a significant impact on the risk assumed be the Group receive 50% of the annual long
term incentive program in cash and 50% in form of Bank's shares options executable after 3 years. The number of share options is based on the
currency value of the achieved results divided by the weighted average price at wich the Bank's shares are traded on Nasdaq Vilnius during the
period of five months prior the approval of renumeration. Each option is convertible into one ordinary share.

The Group has assessed fair value of shares option by the Black-Scholes model which is attributable to Level 3 in fair value hierarchy. The model
inputs include grant date (28 March 2019), expiry day (15 April 2022), share price EUR 0.456 on grant day 28 March 2019, expected price volatility
of the bank's shares 24%, risk free interest rate -0,2%.

The value of the option is included in other equity line in the statement of financial position.

As of 31 December 2019, other equity consists of:

Group Bank

options 1,097 970

shares distributable to the employees 439 375
Total 1,536 1,345

At 31 December 2018, Group's and Bank's liabilities to employees in cash and shares were included in other financial liabilities.
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NOTE 28
CONTINGENT LIABILITIES AND COMMITMENTS
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Contingent tax liabilities

The Tax Authorities have not carried out a full-scope tax audit of the Bank for the period from 2015 to 2019. The Tax Authorities may at any time
during 5 successive years after the end of the reporting tax year carry out an inspection of the Bank's books and accounting records and impose
additional taxes or fines. Management is not aware of any circumstances that might result in a potential material liability in this respect.

Guarantees issued, letters of credit, commitments to grant loans and other commitments

2019 2018

Group Bank Group Bank

Financial guarantees issued 44,425 44,489 39,655 39,720
Letters of credit 13,779 13,779 760 760
Commitments to grant loans 252,537 280,208 260,860 281,071
Lease commitments 16 16 3,055 2,639

Other commitments 2,216 2,216 4,547 4,547

Total 312,973 340,708 308,877 328,737

Fair value of the guarantees amounts to EUR 298 thousand at 31 December 2018 (31 December 2018: EUR 269 thousand). It is estimated as the
amount of the guarantee fee to be paid by the customers less amortization over the contract period.

As the guarantees and letters of credit are either 100% secured by cash collaterals pledged by the customers to the Bank, or are issued using the
credit line that the Bank has granted to the customer (which has its own collaterals and impairment is calculated for the credit line), no ECL
impairment provisions are formed against these obligations. Commitments to grant loans are included in the EAD modelin loan ECL calculations
and the impairment is calculated for the whole instrument that includes both on-balance and off-balance sheet amounts, therefore the
impairment for commitments to grant loans is included in the loan impairment amount.

The Group's liabilities include provisions for other contingent liabilities that are recognized using IAS 37 approach. Such provisions are disclosed
in Note 25.

NOTE 29
DIVIDENDS

Dividends are declared during the annual general meeting of shareholders of the Bank when appropriation of profit for the reporting period is
performed. On 29 March 2019 the ordinary general meeting of shareholders made a decision to pay EUR 0.029 (i.e. 10.00%) dividends per one
ordinary registered share with EUR 0.29 nominal value each. The dividends were paid to shareholders as per their stakes at the end of the day of
accounting of rights of the Meeting (11 April 2019). Total amount of dividends was EUR 17,421 thousand.

On 29 March 2018 the ordinary general meeting of shareholders made a decision to pay EUR 0.005 (i.e. 1.72%) dividends per one ordinary
registered share with EUR 0.29 nominal value each. The dividends were paid to shareholders as per their stakes at the end of the day of accounting
of rights of the Meeting (13 April 2018). Total amount of dividends was EUR 2,265 thousand.

Unpaid dividends are included in other financial liabilities in the statement of financial position. The table below shows the movements in dividends
for the years 2019 and 2018:

2019 2018

Unpaid dividend amount at 1 January: 16 23
Dividends declared 17,421 2,265

Dividends paid (17,382) (2,272)

Unpaid dividend amount at 31 December: 55 16
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NOTE 30
RELATED-PARTY TRANSACTIONS

. P
$1AULIY =' BANKAS

Related parties with the Bank are classified as follows:

a) members of the Bank's Supervisory Council and Board (which also are the main decision makers of the Group), their close family
members and companies that are controlled, jointly controlled over by these related parties;

b) subsidiaries of the Bank, includes Apzeldinimas UAB, Bonum Publicum GD UAB, Minera UAB, Pavasaris UAB, Sandworks UAB, SB
Lizingas UAB, SBTF UAB, Siauliy Banko Investicijy Valdymas UAB, Siauliy Banko Lizingas UAB, Siauliy Banko Turto Fondas UAB;

c) the shareholders holding over 20% of the Bank's share capital or being a part of a voting group acting in concert that holds over 20% of
voting rights therefore presumed to have a significant influence over the Group.

During 2019 and 2018, a certain number of banking transactions were entered into with related parties in the ordinary course of business. These
transactions include settlements, loans, deposits and foreign currency transactions.

The year-end balances of loans (incl. off-balance sheet commitments) granted to and deposits accepted from the Bank's related parties, except
for subsidiaries, and ranges of annual interest rates were as follows (data of the Bank):

Off-balance sheet
Deposits, atthe  Range of annual interest Loans, atthe Range of annualinterest commitments, at the
year-end rates, % year-end rates, % year-end
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Members of the Council and
the Board 1,535 3,176 | 0.00-0.05 0.00-0.50 - 192 - 0.49-17.00 31 51
Other related parties
(excluding subsidiaries of the
Bank) 3,365 2,346 | 0.00-0.70 0.00 20,070 21,225 1.17-3.87 1.25-3.87 5 8
Total 4,900 5,522 - - 20,070 21,417 - - 36 59
% of regulatory capital 1.82% 2.57% = = 7.44% 9.96% = = 0.01% 0.03%

As at 31 December 2019, loans to related parties (except for subsidiaries) with gross value before impairment provisions of EUR 20,078 thousand
(31 December 2018: EUR 21,340 thousand) had collaterals.

At 31 December 2019 and 2018, Bank's subsidiaries had no material transactions with the related parties except for the Bank and its subsidiaries.

As at 31 December 2019, balance of allowances for impairment losses that are related to balances of loans to related parties, except for
subsidiaries, was equal to EUR 36 thousand. Animpairment expense of EUR 4 thousand related to these loans was recorded profit orloss in 2019.
As at 31 December 2018, balance of allowances for impairment losses that are related to balances of loans to related parties, except for
subsidiaries, was equal to EUR 32 thousand. Adoption of IFRS9 resulted in recognition of impairment EUR 90 thousand that is related to balances
of loans to related parties at 1 January 2018, an impairment of EUR 24 thousand was reversed through profit or loss in 2018, and an impairment
of EUR 34 thousand was reclassified as the borrowers status change to unrelated party.

Transactions with EBRD:
The Group/Bank had a subordinated loan received from the European Bank for Reconstruction and Development (hereinafter —EBRD). In 2018,
the loan was repaid by converting it to Bank's shares (see Note 27 for details on the conversion). In 2018, subordinated loan related interest

expenses amounted to EUR 860 thousand, a gain of EUR 9,043 thousand related to revaluation of the liability to fair value was recorded in profit
(loss) statement.

Transactions with subsidiaries:

Balances of Bank's transactions with the subsidiaries are given below:

Off-balance sheet

Deposits, atthe Range of annual interest Loans, atthe Range of annual interest commitments, at the

year-end rates, % year-end rates, % year-end

| 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Nonfﬁnancfa/institut/ons| 4,164 2,043 0.00 0.00 7,539 10,426 2.3 2.3 1,725 3,461
F/'nanc/a//'nst/tutions| 1,141 1,128 | 0.00-1.90 0.00-1.90 101,425 58,092 2.3-5.0 2.3-5.0 33,681 16,815

No collateral is obtained on loans to subsidiaries.
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NOTE 30
RELATED-PARTY TRANSACTIONS (continued)
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Bank's total balances with subsidiaries (see Note 16 for details oninvestment in subsidiaries):

2019 2018 (restated)

Assets
Loans 108,964 68,518
Other assets 69 19
Bank's investment in subsidiaries 31,491 29,450

Liabilities
Term deposits 961 1,078
Demand deposits 4,344 2,093
Other liabilities 14 5

Income and expenses arising from transactions with subsidiaries:

2019 2018 (restated)

Income
Interest 4,049 2,865
Commission income 704 222
Income from foreign exchange operations 6 4
Share of the profit or loss of investments in subsidaries accounted for using the equity method 4,713 3,327
Otherincome 86 39

Expenses
Interest (18) 14)
Operating expenses (27) (30)
Impairment of loans (455) (7)
Impairment of an investment to subsidiaries 1,996 (1,996)

As at 31 December 2019 balance of allowances for impairment losses that are related to balances of loans to subsidiaries was EUR 504 thousand
(as at 31 December 2018: EUR 49 thousand).

Remuneration of the management of the Group/Bank

During 2019 the total amount of salaries and bonuses (total of payments in cash and in shares of the Bank), including social security contributions
and guarantee fund payments, to the Bank's Board members amounted to EUR 2,233 thousand (2018: EUR 2,280 thousand). Liabilities related
tolong term benefits related to remuneration are presented in the table below:

2019 2018
Short-term (up to 1 year) 481 707
Long-term (over 1 year) 1,485 682
Total 1,966 1,389
Payment in cash due in: Payment in shares due in: Total
uptolyear 1lto2years 2to3years Total | upto lyear 1to2years 2to3years Total
31 December 2019:
for year 2016 salaries and bonuses 68 = = 68 212 = = 212 280
for year 2017 salaries and bonuses 68 68 - 136 133 133 - 266 402
for year 2018 salaries and bonuses = = = = = = 1,284 1,284 1,284
Total liability at 31 December 2019 136 68 - 204 345 133 1,284 1,762 1,966
31 December 2018:
for year 2015 salaries and bonuses 40 = = 40 186 = = 186 226
for year 2016 salaries and bonuses 68 68 - 136 212 212 - 424 560
for year 2017 salaries and bonuses 68 68 68 204 133 133 133 399 603
Total liability at 31 December 2018 176 136 68 380 531 345 133 1,009 1,389

Note: payment in shares amounts at 31 December 2018 were changed due to correction of error in previous financial statements. Previously
reported payment in shares to Bank's Board members amount of EUR 783 thousand excluded liability to one member.
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NOTE 31
FINANCIAL GROUP INFORMATION

According to local legislation the Bank is required to disclose certain information for the Financial group. As of 31 December 2019 and 31
December 2018 the Bank owned the following directly controlled subsidiaries included in the prudential scope of consolidation (the Bank and four
subsidiaries comprised the Financial group, all of the entities attributable to Financial Group operate in Lithuania):

1. Siauliy Banko Lizingas UAB (lease activities),

2. Siauliy Banko Investicijy Valdymas UAB (investment management activities),

3. Siauliy Banko Turto Fondas UAB ( real estate management activities),

4. SB Lizingas UAB (consumer financing activities).
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In the Financial Group financial statements, the subsidiaries of the Bank that are not included in the Financial Group are not consolidated in full as
would be required by IFRS 10 but presented on the consolidated balance sheet of the Financial Group as investments in subsidiaries at cost less
impairment, in the same way as presented on the balance sheet of the Bank. This presentation is consistent with the regulatory reporting made
by the Bank according to the Regulation (EU) No 575/2013 on prudential requirements for credit institutions and investment firms (CRR).

STATEMENT OF FINANCIAL POSITION

31 December 2019 31 December 2018
Fin. Group Bank Fin. Group Bank
(restated) (restated)

ASSETS
Cash and cash equivalents 181,903 181,582 87,990 87,732
Securities in the trading book 15,354 15,354 27,896 27,896
Due from other banks 280 280 2,090 2,090
Derivative financial instruments 986 986 1,197 1,197
Loans to customers 1,522,117 1,510,052 1,272,183 1,264,741
Finance lease receivables 157,597 157,540 124,088 123,969
Investment securities at fair value 14,059 9,491 20,810 16,507
Investment securities at amortized cost 535,479 535,479 638,655 638,655
Investments in subsidiaries 15,406 31,491 13,340 29,450
Intangible assets 2,922 2,921 1,996 1,975
Property, plant and equipment 11,590 11,170 8,333 8,018
Investment property 3,053 367 5,301 2,277
Current income tax prepayment 4 - 1,435 1,435
Deferred income tax asset 1,214 831 967 573
Inventories 2,523 - 5,256 -
Other financial assets 7,778 7,229 12,815 12,708
Other non-financial assets 6,039 5,045 8,258 7,306
Total assets 2,478,304 2,469,818 2,232,610 2,226,529

LIABILITIES
Due to other banks and financial institutions 75,534 76,674 70,195 71,320
Derivative financial instruments 945 945 1,048 1,048
Due to customers 2,036,674 2,036,674 1,846,788 1,846,790
Special and lending funds 7,060 7,060 3,192 3,192
Debt securities in issue 20,044 20,044 20,003 20,003
Current income tax liabilities 1,488 1,472 97 =
Deferred income tax liabilities 917 - 575 -
Other financial liabilities 17,437 13,817 12,031 9,366
Other non-financial liabilities 6,406 1,781 4,282 914
Total liabilities 2,166,505 2,158,467 1,958,211 1,952,633

EQUITY

Capital and reserves attributable to owners of the Bank
Share capital 174,211 174,211 174211 174,211
Share premium 3,428 3,428 3,428 3,428
Reserve capital 756 756 756 756
Statutory reserve 14,292 14,246 10,241 10,195
Financial instruments revaluation reserve (22) (22) (492) (492)
Reserve for acquisition of own shares 10,000 10,000 = =
Other equity 1,524 1,345 - -
Retained earnings 107,610 107,387 86,255 85,798
Total equity 311,799 311,351 274,399 273,896
Total liabilities and equity 2,478,304 2,469,818 2,232,610 2,226,529
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INCOME STATEMENT
2019 2018
Fin. Group Bank Fin. Group Bank
(restated) (restated)
Interest revenue calculated using the effective interest method 73,411 63,842 64,913 57,798
Other similar income 7,108 7,074 6,026 5,943
Interest expense and similar charges (8,216) (8,032) (8,443) (8,443)
Net interestincome 72,303 62,884 62,496 55,298
Fee and commission income 22,920 23,222 19,659 19,109
Fee and commission expense (6,045) (5,909) (5,319) (5,196)
Net fee and commission income 16,875 17,313 14,340 13,913
Net gain from trading activities 11,562 11,245 9,306 9,214
Net gain (loss) from changes in fair value of subordinated loan - - 9,043 9,043
Net gain from derecognition of financial assets 2,442 1,184 582 582
Net gain from disposal of tangible assets 1,135 198 671 273
Other operating income 941 580 921 510
Salaries and related expenses (21,549) (19,607) (19,953) (17.935)
Depreciation and amortization expenses (3,255) (2,996) (1,860) (1,672)
Other operating expenses (14,346) (11,330) (11,271) (9,117)
Obperating profit before impairment losses 66,108 59,471 64,275 60,109
Allowanceimpairment losses
onloans and finance lease receivables (7,634) (5,619) (2,967) (3,129)
Allowancefor impairment losses on other assets (961) (558) (2,176) (1,556)
(Allowance) / reversal of allowance for impairment losses on investments in
subsidiaries 1,996 1,996 (1,996) (1,996)
Share of the profit or loss of investments in subsidaries
accounted for using the equity method 1,263 4,713 730 3,327
Profit from before income tax 60,772 60,003 57,866 56,755
Income tax expense (7,891) (6,900) (5,328) (4,744)
Net profit for the year 52,881 53,103 52,538 52,011
Net profit attributable to:
Owners of the Bank 52,881 53,103 52,538 52,011
Non-controlling interest - - - -
52,881 53,103 52,538 52,011
STATEMENT OF COMPREHENSIVE INCOME
2019 2018
Fin. Group Bank Fin. Group Bank
Profit for the year 52,881 53,103 52,538 52,011
Other comprehensive income (loss):
Items that may be subsequently reclassified to profit or loss:
Financial assets valuation gains taken to other comprehensive income 766 766 (486) (486)
Financial assets valuation result transferred to profit or loss (166) (166) (74) (74)
Deferred income tax on gain (loss) from revaluation of financial assets (130) (130) 84 84
Items that may not be subsequently reclassified to profit or loss:
Fair value changes of financial liabilities at fair value through profit or loss
attributable to changes in their credit risk = = 352 352
Other comprehensive income (loss), net of deferred tax 470 470 (124) (124)
Total comprehensive income 53,351 53,573 52,414 51,887

Total comprehensive income (loss) attributable to:
Owners of the Bank 53,351 53,573 52,414 51,887
Non-controlling interest = = = =

53,351 53,573 52,414 51,887
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NOTE 31
FINANCIAL GROUP INFORMATION (continued)
STATEMENT OF CASH FLOWS
Year ended
31 December 2019 31 December 2018
Fin. Group Bank Fin. Group Bank
Operating activities
Interest received on loans and advances 65,300 55,527 54,082 46,976
Interest received on finance leases 6,907 6,871 5599 5,507
Interest received on debt securities in the trading book 960 960 894 894
Interest paid (7,357) (7,053) (8.062) (8.062)
Fees and commissions received 22,829 23,131 19,677 19,127
Fees and commissions paid (6,000) (5,864) (5,282) (5,159)
Net cash inflows from trade in securities in the trading book 30,207 28,890 (8,927) (11,253)
Net inflows from foreign exchange operations 7,940 7,940 5,468 5,468
Net inflows from derecognition of financial assets 2,442 1,184 582 582
Net inflows from disposal of tangible assets 2,268 420 671 273
Cash inflows related to other activities of Group companies 941 580 921 510
Recoveries on loans previously written off 2,162 422 1,582 662
Salaries and related payments to and on behalf of employees (22,369) (20,427) (19,290) (17,272)
Payments related to operating and other expenses (13,038) (10,073) (11,975) (9,145)
Income tax (paid) (4,482) (3,759) (10,480) (9,893)
Net cash flow from operating activities before change in operatlng as's'e.ts 88,710 78,749 25,460 19,215
and liabilities
Change in operating assets and liabilities:
Decrease in due from other banks 1,810 1,810 128 128
Increase in loans to customers (258,154) (250,196) (171,349) (168,063)
Increase in financel lease receivable (34,854) (34,938) (32,525) (32,766)
Decrease (increase) in other financial assets 5,037 5,479 (3,175) (3,092)
Decrease (increase) in other non-financial assets (1,213) 1,235 (3,806) (2,998)
Increase in due to banks and financial institutions 5371 5386 13,212 13,216
Increase in due to customers 188,993 188,991 198,499 197,737
Increase (decrease) in special and lending funds 3,868 3,868 (10,144) (10,144)
Increase (decrease) in other financial liabilities 6,704 5,665 4,086 1,421
Increase (decrease) in other non-financial liabilities (285) (5,141) (2,512) (242)
Change (82,723) (77.841) (7.586) (4,803)
Net cash flow from operating activities 5,987 908 17,874 14,412
Investing activities
(Acquisition) of property, plant and equipment, /’nvestmgnt prqpertyand (4.448) (4,245) (2,709) (2,053)
intangible assets
Disposal of property, plant and equipment, /nvestmgnt prqperty and 5082 4778 2028 1126
intangible assets
(Acquisition) of investment securities at amortized cost (37,876) (37,876) (133,985) (133,985)
Proceeds from redemption of investment securities at amortized cost 122,242 122,242 70,184 70,184
Interest received on investment securities at amortized cost 14,740 14,740 13,900 13,900
Dividends received 42 4,842 647 4,647
(Acquisition) of investment securities at fair value (7,469) (7,204) (7,460) (7,408)
Sale or redemption of investment securities at fair value 14,031 14,031 2,459 2,459
Interest received on investment securities at fair value 382 350 251 251
Net cash flow from (used in) investing activities 106,726 111,658 (54,685) (50.879)
Financing activities
Payment of dividends (17,382) (17,382) (2,272) (2,272)
Interest on debt securities in issue (120) (120) (120) (120)
Issue of debt securities 20,000 20,000 = =
Redemption of debt securities issued | (20,000) (20,000) - -
Principal elements of lease payments | (1,298) (1,214) =
Net cash flow (used in) from financing activities (18,800) (18,716) (2,392) (2,392)
Net increase (decrease) incash and cash equivalents | 93,913 93,850 (39,203) (38.859)
Cash and cash equivalents at 1 January | 87,990 87,732 127,193 126,591
Cash and cash equivalents at 31 December 181,903 181,582 87,990 87,732
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NOTE 31
FINANCIAL GROUP INFORMATION (continued)

FINANCIAL GROUP'S STATEMENT OF CHANGES INEQUITY
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1 January 2018 131,366 = 756 (368) 7,071 = = 60,090 198915
Impact of change in accounting principles - - - - - - - 1,730 1,730
1 January 2018 (restated) 131,366 = 756 (368) 7.071 = = 61,820 200,645
Transfer to statutory reserve - - - - 3,170 - - (3,170) -

Reversal of deferred income tax previously = =
recognized directly in equity = = = = = (1,127) (1,127)

Conversion of subordinated loan to share - -
capital 16,572 3,428 - - - 4,732 24,732
Payment of dividends - - - - - = = (2,265) (2,265)

Increase in share capital through bonus - -
issue of shares 26,273 - - - - (26,273) -
Total comprehensive income: = = = (124) = = = 52,538 52,414
Net profit - - - - - - - 52,538 52,538
Other comprehensive income = = = (124) = = = - (124)
31 December 2018 (restated) 174,211 3,428 756 (492) 10,241 - - 86,255 274,399
Impact of change in accounting principles = = = = = = = (54) (54)
1 January 2019 174,211 3,428 756 (492) 10,241 - - 86,201 274,345
Transfer to statutory reserve - - - - 4,051 - - (4,051) -

Transfer to reserve for acquisition of own 10,000 -
shares - - - - - (10,000) -
Recognition of other equity = = = = = = 1,524 = 1,524
Payment of dividends - - - - - - - (17,421) (17,421)
Total comprehensive income: = = = 470 = 52,881 53,351
Net profit - - - - - 52,881 52,881
Other comprehensive income = = = 470 = = 470
31 December 2019 174,211 3,428 756 (22) 14,292 10,000 1,524 107,610 311,799

CAPITAL RATIOS AND COMPLIANCE WITH PRUDENTIAL REQUIREMENTS

31 December 2019 31 December 2018
Fin. Group Bank Fin. Group Bank
Tier 1 capital 248,539 249,744 219,617 214,977
Tier 2 capital 20,000 20,000 - -
Own funds 268,539 269,744 219,617 214,977
Total risk exposure amount 1,658,263 1,676,058 1,453,905 1,450,395
CET 1 Capital ratio 14.99% 14.90% 15.11% 14.82%
Tier 1 Capital ratio 14.99% 14.90% 15.11% 14.82%
Total capital ratio 16.19% 16.09% 15.11% 14.82%

During the years ended 31 December 2019 and 31 December 2018, the Financial group and the Bank complied with prudential requirements to
which it was subject.

The profit of the current year is not included in Tier 1 capital until it is audited by independent auditors. If the profit for the year 2019 was included
in Owns funds of the Financial group and the Bank as of 31 December 2019, it would cause the Total capital ratio to increase to 18.95% and
18.74%, respectively.

NOTE 32
EVENTS AFTER THE REPORTING PERIOD

On 9th of January 2020 Siauliy bankas has signed an agreement with Danske Bank A/S acting through its Lithuania Branch regarding the
acquisition of Danske Bank's personal portfolio consisting of lending products offered to natural persons with a gross value of 125 million EUR.
The portfolio consists mostly of the mortgage loans. The transaction is expected to be completed within four months after signing the
agreement.
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The consolidated report of Siauliy Bankas AB (hereinafter — the Bank) covers the period 01 January 2019 to 31
December 2019.

The description of alternative performance indicators is available on the Bank's website at:
https://sb.lt/en/investors/financial-info/alternative-performance-measures.

ANNUAL ACTIVITY RESULTS

= Bank Group earned 51.5 million euro of net profit, return on equity exceeded 17 per cent

= Recurring activity result grew by 17 per cent over the recent year

= | oanand financial lease portfolio grew rapidly - itincreased by 21 per cent over the year

= Deposit portfolio crossed a 2 billion-euro threshold

= Tradingin Siauliy Bankas's shares was a record high in 2019

= From 1 January 2020, the European Central Bank has become responsible for the direct supervision of Siauliy
Bankas

= Siauliy Bankas maintained its leading position in the best customer service bank survey

In 2019, Siauliy Bankas Group earned an unaudited net profit of 51.5 million euros. Recurring activity result of Siauliy
Bankas had been improving steadily for several years in a row and reached 60.9 million euro in 2019, i.e. by 17% more
thanin 2018, when 52.2 million euros were earned. Net profit for the fourth quarter of 2019 was 10.9 million euros and
the recurring activity result comprised 13.8 million euros.

- 70
60.9 B etprofit (EURmM)
52.2 60
45.7 — L 5o Results of Recurring activities (EUR m)
- 40
- 30
- 20
- 10
43.7
-0
2015 2016 2017 2018 2019

In a view of increasing lending volumes and low resource costs, net interest income grew by 15 per cent over the year
and reached 72.4 million euros. High customer activity in using banking services resulted in 18 per cent growth in net
fee and commission income over the year and totalled to 16.7 million euros at the end of the year. In 2019 the profit
from foreign exchange operations also increased significantly - during the year Siauliy Bankas Group earned 7.9 million
euro whichis by 14% more than last year.

In line with growing income operating efficiency of Siauliy Bankas Group remains strong - a cost to income ratio of
comprised 42.5 per cent at the end of year. Return on equity reached 17.6 per cent and prudential requirements are
being met with appropriate breathing room.

Atthe end of 2019, Siauliy Bankas distributed the first issue of subordinated bonds of 20 million euro. The subordinated
bonds were included in Tier 2 capital so that the bank could have more opportunities to grow sustainably and increase
the shareholder returns. Also, the bonds are eligible liabilities under MREL requirements.
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Business and Consumer Financing

The Bank Group's loan and finance lease portfolio growth in 2019 was the fastest in the last few years. Over the year,
the portfolio grew by 21 per cent and at the end of December it exceeded 1.6 billion euros. In 2019 more than 770
million euros of new credit agreements were signed, i.e.7 per cent more thanin 2018.

2000 +21% [ . Loan and financial lease portfolio (EUR m)

1,600 +17%
+16%
1,200 +13%
800
400
1,672
0

31/12/2015 31/12/2016 31/12/2017 31/12/2018 31/12/2019

The volume of the Bank's strategic directions - business and consumer financing - increased steadily throughout the
year. The value of new business finance agreement reached 540 million euros during the year and the portfolio grew by
18 per cent. The portfolio of consumer finance products grew by 41 per cent and the value of new agreements
exceeded 150 million euros.

In the beginning of 2019, Siauliy Bankas took active steps in the housing market segment, which ensured rapid growth
of the mortgage portfolio - the mortgage loan portfolio doubled during the year and exceeded 100 million euros.

Daily banking

Increasing payments and cash turnover, high customer activity in choosing service plans for private and corporate
customers resulted in 17 per cent higher fee and commission income compared to 2018. The number of customers
increased by 4 per cent since the beginning of the year and at the end of December reached 337 thousand with more
than 308 thousand of private and 28 thousand of corporate customers. The growth of commission income was also
influenced by the growing number of payment cards participating in the Security Programme which increased by 64 per
cent compared to 2018.

Number of the payment card transactions increased by 41 per cent in 2019. The growth of contactless payment
transactions, which grew by more than 200%, contributed significantly to that growth. Currently, every other operation
at physical payment points is contactless.

From June 2019, Siauliy Bankas accepts instant payments, which in 2019 accounted for approximately 13 per cent of
all received SEPA payments. Currently, the monthly part of instant payments accounts for around 22 per cent of all
SEPA payments.

During 2019, fees to other banks for cash withdrawal transactions of Siauliy Bankas payment card users increased by
49 per cent as customers were more active in withdrawing cash free of charge at all ATMs worldwide.
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Saving and Investing

Deposit portfolio grew by 10 per cent over the year and crossed 2 billion-euro threshold at the end of 2019. Demand
deposits, which make up the bulk of the portfolio, increased by 160 million euro. The fixed term deposit portfolio grew
by 28 million euros. Seeking for alternative savings solutions, three years ago Siauliy Bankas was the first to offer its
clients deposits related to financial instruments. After dissemination of the first deposit in October 2019, the Bank's
customers earned 2.85 per cent of annual interest which is 5 times higher than interest rate applicable to regular term
deposit.

In 2019, Siauliy Bankas successfully launched a deposit service for the German market. At the end of the year, 12 million
euros term deposits were collected through the deposit platform. Collaboration with the European deposit platform
Raisin exceeded expectations, and therefore the Bank would seek to remain active in foreign markets in 2020 as well.

Record high turnover in Siauliy Bankas' shares

Consistent capitalization, sustained gains in profitability were not only well assessed by international rating agency
Moody's Investors Service which improved a long-term credit rating of Siauliy Bankas to Baa2 in May, but also by the
investors. During 2019, the bank's share price on the Nasdagq Vilnius Stock Exchange increased by 26 per cent. Trading
in Siauliy Bankas' shares reached a record high and ensured the leading position - the annual turnover on the Nasdag
Baltic market exceeded 48 million euros.

High customer service quality

According to the results of Mystery Shopper Survey in 2019 Siauliy Bankas maintained its leader's positions for the
second year in the row since its service quality indicator substantially exceeded the bank sector average. The mystery
shopper survey showed that the total client service quality indicator of the Lithuanian bank sector came to 82.7 % last
year —it decreased by 6.3 % during the year.

This evaluation is meaningful as it reflects how successfully the Bank is doing at maintaining its strategic direction —to
be nearerits clients. In 2019, the Bank introduced a new brand strategy, visual identity and the slogan "Your bank - closer
toyou". The newimage highlights the Bank's strengths - close customer relationship, openness and flexibility.

21 Bank's customer service points were renovated in Vilnius, Kaunas, Siauliai, Panevézys, Marijampolé, Druskininkai,
Palanga, Visaginas, Ukmergé, and other Lithuanian cities and towns throughout the last year. This year Siauliy Bankas
is planning on continuing the renovation of the customer service points at the same pace. Unlike other banks of the
country Siauliy Bankas intends not to decrease but maintain a wide network of the Bank divisions - currently the Bank
has 60 customer service points operating in 37 towns throughout Lithuania.

The status of a significant financial institution

From 1 January 2020, the European Central Bank (ECB) included Siauliy Bankas in the list of banks of the directly
supervised euro area countries. As Siauliy Bankas became the third largest credit market participant in Lithuania, the
ECB granted Siauliy Bankas the status of a significant Lithuanian financial institution. Like every bank newly listed on the
ECB's direct supervision list, Siauliy Bankas is currently undergoing a comprehensive evaluation process.
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Non-recurring activities

Non-recurring activities shall mean an indicator used the Bank's analyses to show a portion of income based on the
result from one-time transactions or transactions that are not recurring in the Group's typical activities. Breakdown of
operating profit into recurring and non-recurring activities is provided below (in EUR thou).

2019 2018

Grupé Grupé

Recurring Non-recurring Recurring Non-recurring

Net interestincome 72.412 = 62.826 =

Net fee and commission income 16.714 - 14.199 -

Net gain from securities 5.235 1.923 -1.437 2.399

Net foreign exchange gain and relating embedded derivatives 7.886 - 6.931 -
Net loss from other financial embedded derivatives = -31 = 4

Net loss from changes in fair value of subordinated loan - - - 9.043

Net profit from derecognition of financial assets = 2.442 = 582

Net gain from disposal of tangible assets - 3.462 - 2.449

Income related to other activities of the Group companies 6.962 = 6.465 =
Other operating income 1.498 - 1.426 -

Salary and related expenses -22.842 = -21.085 =

Depreciation and amortization expenses -3.595 - -1.982 -

Expenses related to other activities of the Group companies -8.764 = -3.930 =
Other operating expenses -15.158 -516 -11.169 -977

Operating profit before impairment 60.864 7.280 52.244 13.500

RATINGS

Consistent capitalization and sustained improvement in profitability, supported by lending growth and good margins,
were evaluated by international rating agency Moody's Investors Service on 16 May which upgraded deposit ratings to
Siauliy Bankas and set them as follows:

= along-term deposit rating—Baaz;
=  ashort-term deposit rating—P-2;
= rating outlook — Stable.

INFORMATION ON SANCTIONS IMPOSED

In October 2019, the Board of the Bank of Lithuania warned Bonum Publicum UAB about the violations of legal acts,
which were detected during the inspection of the activities of this insurance company. The company was bound to
remedy breaches of legislation and deficiencies identified during inspections by 31 December 2019.

In 2019 the Bank of Lithuania carried out a scheduled inspection of Siauliy Bankas on credit risk management and
compliance with requirements of anti-money laundering and counter terrorist financing (AML/CTF) and passed a
resolution obliging Siauliy Bankas to correct violations and deficiencies of legislation in the field of of credit risk
management, to eliminate violations and deficiencies identified by the BoL in the area of AML/CTF and imposed a fine
of EUR 880 thousand. Most of the violations and deficiencies identified by the BoL had been eliminated before the
findings of the inspection were discussed at the Board of the BolL. The Board of Siauliy Bankas resolved to appeal
against the resolution of the Board of the Bank of Lithuania regarding the calculation and imposition of sanction (EUR
880 thousand) and for this purpose filed a complaint with the Vilnius Regional Administrative Court.
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RISK MANAGEMENT, COMPLIANCE WITH PRUDENTIAL REQUIREMENTS

A complete disclosure of all significant risks incurred by the Group is provided in the chapter Financial Risk Management
of the explanatory note of the financial statement for 2019.

With revenues growing faster than expenses, operational efficiency remains strong - a cost to income ratio of the
Group comprised 42.5 per cent at the end of the year. Information on the profitability ratios is available on the Bank's
website at: https://sb.lt/en/investors/financial-info/profitability-ratios.

Capital and ligquidity position remain robust - prudential requirements are implemented with adequate reserve.
According to the data as of 31 December 2019 the Bank complied with all the prudential requirements set out by the
Bank of Lithuania. Information is available on the Bank's website at: https://sb.lt/en/investors/financial-info/prudential-
standards.

ACTIVITY PLANS AND FORECASTS

At the meeting held on 21/02/2019, the Supervisory Council approved the Strategic Business Plan for 2019-2021
which set strategic goals that include increasing market share through efficient, high-quality performance responsive
to customer needs:

Return on equity (ROE) >15%

Capital adequacy ratio >15%
Cost/Income (Recurring activities) <45%
Market Share in Business Finance 10-12%
Market Share in Business Finance 9-11%
Customer Satisfaction (NPS) >63

INFORMATION ON RESEARCH AND DEVELOPMENT ACTIVITIES

The Bankis constantly investing and looking for ways to ensure expansion and better operational efficiency.

AUTHORIZED CAPITAL OF THE BANK, SHAREHOLDERS

As of 31 December 2019, the authorized capital of the Bank totalled to EUR 174 210 616.27 and was divided 600 726
263 units of ordinary registered shares with a nominal value of EUR 0.29 each. The Bank's Charter was registeredin the
Register of Legal Entities after the last increase of the authorized capital on 13 December 2018. Bank's authorized
capital was not increasedin 2019.

Authorized capital:

01/01/2015 26/05/2015 14/09/2015 26/05/2016 06/06/2017 01/06/2018 13/12/2018
Capital, EUR‘ 78 300000 85033800 91226 381.99 109471658.33 131 365989.88 157639187.74 174210616.27
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31 December 2019, the number of the Bank's shareholders amounted to 5391 (at the end of 2018 — 4 992). Allissued
shares grant the shareholders equal rights foreseen by the Law on Companies of the The Republic of Lithuania of
Lithuania and the Charter of the Bank.

. Natural (32 %)

. Foreign investors (54 %)

Legal (68 %) LT investors (46 %)

Shareholders owning more than 5% of the Bank"s shares and votes as of 31 December 2019:

Share of shares and votes, %

EBRD 26.0
Invalda INVL AB * 6.1
Algirdas Butkus* 5.6
Gintaras Kateiva* 53

* Including shares owned indirectly

There are no restrictions set to transfer of the securities except shares assigned to the Bank's employees in
accordance with the Remuneration Policy. These shares are subject to 12 months transfer restriction counting from
their assignment day.

Turnover and price of the Bank's shares:

0.55 6.0
I \/olume, m
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' 2.0
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Information on shares:
2015 2016 2017 2018 2019
Capitalization, m EUR 93.7 169.5 266.8 240.9 304.0
Turnover, min. Eur 12.7 23.1 445 347 48.3
[oY:1% 0.7 1.0 1.3 0.9 1.0
P/E 39 39 83 46 59

Capital increase from retained earnings, % 20.0 20.0 20.0 = =

The description of alternative performance indicators is available on the Bank's website at:
https://sb.lt/en/investors/financial-info/alternative-performance-measures.
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The Bank' shares are traded on NASDAQ Baltic market; they are included into the Main List of this market. As one of
the most traded stocks in the Baltic market, the Bank's shares are included in the following Nasdag indices:

= OMX Baltic Benchmark (OMXBBGI, OMXBBPI, OMXBBCAPGI, OMXBBCAPPI) - the Baltic benchmark index consists
of the largest and most traded stocks on the Nasdaq Baltic Market representing all sectors;

= OMX Baltic 10 (OMXB10GI, OMXB10PI) - is a tradable index of the Baltic states consisting of the 10 most actively
traded stocks on the Baltic exchanges;

= OMX Baltic (OMXBGI, OMXBPI) —is an all-share index consisting of all the shares listed on the Main and Secondary
lists of the Baltic exchanges with exception of the shares of the companies where a single shareholder controls at
least 90% of the outstanding shares:;

= OMX Vilnius (OMXVGI) —is an all-share index which includes all the shares listed on the Main and Secondary lists on
the Nasdaq Vilnius with exception of the shares of the companies where a single shareholder controls at least 90%
of the outstanding shares;

= OMX Baltic Financials (B8300GI, B8§300PI) — an index of the Baltic financial institutions;
= OMX Baltic Banks (B8300GI, B8300PI)- an index of the Baltic banks.

Return indices (Rls) represent the total return on the shares included in the index and reflect not only stock price
movements but also the dividends paid, making these indices a more complete measure of market performance than
price indices.

Price indices (Pls) only reflect changes in the price of shares included in the index, regardless of dividends.

Thereis acap onthe weight of the shares (CAP) forming indices of a limited number of shares above which the number
of sharesincluded in the index is reduced to a cap.

Besides, the Bank's shares are included into such indices as STOXX Eastern Europe TMI, STOXX All Europe Total Market,
STOXX Eastern Europe 300, STOXX EU Enlarged TMI, STOXX Eastern Europe 300 Banks, STOXX Eastern Europe Small
100, STOXX Eastern Europe TMI Small, STOXX Global Total Market, STOXX Lithuania Total Market.

Acquisition of own shares
The Bank and its subsidiaries, or persons acting on behalf of their subsidiaries, do not hold any shares in the Bank.

On 22 May 2019 the Bank acquired 1176485 its own shares for Eur 617654.63 which on 28 May 2019 were transferred
to the Bank's and Bank subsidiaries’ employees as a differed part of variable remuneration for the year 2015, 2016 and
2017.

Dividends

In 2018, the Supervisory Council approved the dividend policy. Carrying out its activities and planning the capital the
Bank seeks to ensure a competitive return on investment through dividends and increasing stock value. The Bank shall
pay dividends on two assumptions - when external and internal capital and liquidity requirements will be sustained, and
the level of capital after dividends will remain sufficient to carry out all approved investment and development plans and
other capital-intensive activities. Taking into account the above-mentioned principles and assumptions, the Bank shall
seek to allocate at least 25 per cent of the earned annual profit to dividends.
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Information on the dividends paid:

The year for which the dividends are allocated and paid 2014 2015 2016 2017 2018
Per cent from nominal value 0.25 0.69 1.72 1.72 10

Dividend amount per share, Eur 0.000725 0.002 0.005 0.005 0.029

Dividend amount, Eur 195750 629 147 1887 442 2264938 17 421064

Yields from dividends, % 0.3 0.7 1.1 0.8 6.2

Dividends to Group net profit, per cent 1.7 2.6 4.3 7.1 33.0

The description of alternative performance indicators is available on the Bank's website at:
https://sb.lt/en/investors/financial-info/alternative-performance-measures.

Agreements with securities public trading intermediaries

Agreements with public circulation intermediaries, regarding the accounting of securities issued by the Bank are, not
concluded, this accounting is managed by the Bank's Securities Accounting Department. The Bank has not entered
into market-making agreements with respect to securities issued by the Bank.

Accordingtodataas of 31 December 2019 the Bank itself, as anintermediary of public trading, under agreements with
the companies issuing securities conducted accounting of securities issued by 561 company — 726 issues in total
(including shares of public and private companies, debt securities, investment fund units) The Bank also conducts
market formation on the Nasdaq Baltic under a market making program and under agreements with issuers. As of the
end of 2019, the Bank was the market maker of 9 securities issues.

Information about harmful transactions

During the reporting period, no harmful transactions that were not in accordance with the Bank's objectives, normal
market conditions, harming the interests of shareholders or other groups of persons and which had or could have a
negative impact on the Bank's activities or results of operations were concluded. There were also no transactions
where the Bank's executives, controlling shareholders or other related parties would have been in a conflict of interest
due to their different duties to the Bank and their private interests and / or duties.

MANAGEMENT OF THE BANK

The Management bodies of the Bank are as follows: The General Meeting of the Shareholders of the Bank, Supervisory
Council of the Bank, Management Board of the Bank and Chief Executive Officer (CEQ).

General Meeting of Shareholders takes place annually, within 3 months after the end of fiscal year. The shareholders,
having no less than 1/10 of all the votes, as well as the Bank's Board and Supervisory Council have an initiative right of
conveningthe meeting. The General Meeting of Shareholdersis organized, voting is carried out and decisions are taken
in accordance with the procedure established by the Law on Companies. More information on the rights of the General
Meeting is provided in Annex "Governance Report” to the Consolidated Annual Report 2019.
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The Supervisory Council of the Bank is a collegial body supervising the activities of the Bank. The Supervisory Council
of the Bank shall be chaired by the Chairperson. The Bank's Supervisory Council, consisting of seven members, is
elected by the General Meeting of Shareholders for a period of four years. The members of the Supervisory Councilare
proposed to the meeting by the initiators of the meeting or shareholders holding 1/20 of the Bank's shares. One
independent member was elected to the Supervisory Council for this term. The Charter of the Bank provides that the
term of office of a member of the Supervisory Council shall not be limited. Following the notification of the resignation
as amember of the Supervisory Councilon 5 May V. Vitkauskas ceased to be amember of the Counciland Committees.
The Supervisory Council of the Bank (elected on 30/03/2016, the term expires on 30/03/2020) currently consists of 6
members. More information on the functions of the Supervisory Council is provided in Annex "Governance Report"” to
the Consolidated Annual Report 2019.

Supervisory Council of the Bank

Darius
Sulnis

Arvydas Gintaras
Salda Kateiva

Ramuneé Vilija
Zabuliené

Martynas
Cesnavitius

Miha Kosak

12

L~ -

A3

Member since
1991, Chairman since
1999

Tenure beginning
30/03/2016/ end 2020

Klaipéda free economic
zone management
company UAB 110707092
Pramonés str. 8, Klaipéda
(Board member)

Member since
2008

Tenure beginning
30/03/2016/ end 2020

Litagra UAB 304564478
Savanoriy pr. 173, Vilnius
(Chairman of the Board)

Independent members
since 2012

Tenure beginning
30/03/2016/
end 2020

Ars Domina V§]

302897128 P. Vileisio str.

9-41, Vilnius (Director),
Lewben Art Foundation
V8] 302969378 Antano
Tumeéno str. 4, Vilnius
(Board member)

Member since
2016

Tenure beginning
09/05/2016/ end 2020

Invalda INVL AB

121304349 Gynéjy str. 14,

Vilnius (President, Board
member),
INVL Asset Management
UAB 126263073 Gynéjy
str. 14, Vilnius (Chairman
ofthe Board),

Member since
2016

Tenure beginning
09/05/2016/ end 2020

PRO FINANCE UAB
110886161 Odminiy str. 8,
Vilnius (Director,
Counselor), D Investicijy
valdymas UAB 302937334
Odminiy str. 8, Vilnius
(Director, Board member),
Board member in other

Member since
2017

Tenure beginning
26/06/2017/end 2020

European Bank for
Reconstruction
Development

Litagra UAB 304564478
Savanoriy pr. 173, Vilnius
(Board member), INVL
Baltic Farmland UAB
303299781 Gynéjy str. 14,
Vilnius (Board member)

companies*

Share of capital under the right of ownership, % (31/12/2019)
1.93 5.27 - - - -
Share of votes together with the related persons, % (31/12/2019)

1.93 5.29 - 6.14 0.35 -

* Board member in other companies: AB Baltic Mill, UAB Malsena Plius, AS Rigas Dzirnavnieks (Latvia), Balti Veski (Estonia), Amber Trust
Manageent S.A (Luxembourg), Amber Trust Il Manageent S.A (Luxembourg), KIK Management S.A (Luxembourg), KJK Investment S.a.r.|
(Luxembourg), KJK Capital OY (Finland), KJK Investicije 0-8 (Slovenia), Leader 96 Eood (Bulgaria), KJK Sports (Luxembourg).
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The Board of the Bank is a collegial management body of the Bank consisting of seven members. It manages the Bank,
manages its affairs and is responsible for the execution of the Bank's financial services in accordance with the law. The
rules of procedure of the Board shall determine the Rules of Procedure of the Board. The Board is elected by the Bank's
Supervisory Council for a period of four years. The members of the Board are elected, recalled and supervised by the
Bank's Supervisory Council. The term of office of the Board shall be four years and the number of terms shall not be
limited. If individual members of the Board are elected, they shall be elected until the end of the term of office of the
existing Board. The Board of the Bank (elected on 30/03/2016, the term expires on 30/03/2020). More information on
the functions of the Management Board is provided in Annex "Governance Report” to the Consolidated Annual Report
2019.

Board of the Bank
Algirdas Vytautas Donatas Daiva Vita Jonas llona
Butkus Sinius Savickas Soriene Urboniené Bartkus Baranauskiene

e

Chairman since 1999 Deputy Chairman of Deputy Chairman of Member since 2005 Member since 2011 Member since 2012. Members since 2014.
(Chairman of the the Board since 2014 the Board since 1995
Council 1991-1999) (at the Board since Deputy Chief Deputy Chief Chief Accountant, Head of IT Division Head of Legal and

Deputy Chief
Executive Officer

Tenure beginning

2011)
Chief Executive
Officer

Tenure beginning

Executive Officer,
Head of Finance and
Risk Management
Division

Tenure beginning

Executive Officer,
Head of Sales and
Marketing Division

Head of Accounting
and Tax Division

Tenure beginning Tenure beginning

Tenure beginning

Administration
Division

Tenure beginning

30/03/2016/ end 30/03/2016/ end 30/03/2016/ end 30/03/2016/ end 30/03/2016/ end 30/03/2016/ end 30/03/2016/ end
2020 2020 2020 2020 2020 2020 2020
Share of capital under the right of ownership, % (31/12/2019)

2.59 0.19 0.10 0.02 0.04 0.11 0.02
Share of votes together with the related persons, % (31/12/2019)

5.59 0.19 0.10 0.02 0.04 0.11 0.02

MEMBERS OF THE COMMITTEES FORMED WITHIN THE BANK, AREAS OF
THEIR ACTIVITIES

The functions, procedures of formation and the policy of activities of the committees formed within the Bank are
defined by the legal acts of the Republic of Lithuania, legal acts of the Bank of Lithuania as well as provisions of the
certain committees approved by the Management Board or Supervisory Council of the Bank.

COMMITTEES UNDER AUTHORITY OF THE BANK'S SUPERVISORY COUNCIL:
Information on the committee members as of 31 December 2019:

The Risk Committee advises the management bodies of the Bank on the overall current and future risk acceptable to
the Bank and strategy and assist in overseeing the implementation of the strategy at the Bank, verifies whether prices
of liabilities and assets offered to clients take fully into account the Bank's business model and risk strategy and shall
also carries out other functions provided for inits provisions.

Name, surname

Chairman  Darius Sulnis Member of the Supervisory Council
Members: Miha Kosak Member of the Supervisory Council
Arvydas Salda Chairman of the Supervisory Council
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The Internal Audit Committee monitors and discusses the process of financial statement preparation, the efficiency
of the Bank's internal control, risk management and internal audit systems, the processes of the audit and internal audit
performance on regular basis and performs other functions foreseen by the legal acts of the supervisory authority and
provisions of the Internal Audit Committee. Following the laws and legal act of the supervisory authority the
composition, competences and arrangement of activities of the internal Audit Committee are formed and controlled
by the Bank's Supervisory Council.

Name, surname

Chairwoman Ramuné Vilija Zabuliené Member of the Supervisory Council
Members: Martynas Cesnavicius Member of the Supervisory Council
Gintaras Kateiva Member of the Supervisory Council

The Nomination Committee nominates candidates to fill management body vacancies and recommends, for the
approval of the management bodies of the bank or for approval of the general meeting of shareholders, evaluates the
balance of skills, knowledge and experience of the management body of the Bank, submits comments and findings
related to the matter, assesses the structure, size , composition, operating results of the Bank's bodies and carries
out other functions provided for inits provisions.

Name, surname

Chairwoman Ramuné Vilija Zabuliené Member of the Supervisory Council
Members: Darius Sulnis Member of the Supervisory Council
Miha Kosak Member of the Supervisory Council

The Remuneration Committee evaluates the variable remuneration policies, practices and incentives developed to
manage the risk, capital and liquidity of the Bank, supervises the variable remuneration of senior executives responsible
for risk management and compliance, drafts variable remuneration decisions and performs other functions set forth in
its policies.

Name, surname

Chairman  Gintaras Kateiva Member of the Supervisory Council
Members: Martynas Cesnavicius Member of the Supervisory Council
Arvydas Salda Chairman of the Supervisory Council

COMIMITTEES UNDER AUTHORITY OF THE BANK'S MANAGEMENT BOARD:

Information on the committee members as of 31 December 2019:

The Credit Committee assesses loan granting materials / documents and risks of loans, approves or disagrees with the
decisions to grant loan and / or amendment of their terms, suggests regarding improvement of loan granting and
administration procedures.

Name, surname Position

Chairman Edas Mirijauskas Director of Credit Risk Department

Members: Vytautas Sinius Chief Executive Officer
Donatas Savickas Head of Finance and Risk Management Division
Daiva Soriene Head of Sales and Marketing Division
Giedrius Sarapinas Deputy Director of Credit Risk Department
Ramunas DeSukas Director of the Problem Assets Department
Aurelija Geleziané Director of the Legal Department
Diana Leonaviciene Director of Regional Lending Unit
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The Risk Management Committee performs the functions related to arrangement, coordination and control of the risk
management system of the Bank, setting and monitoring the risk measuring metrics corresponding to the risk appetite
acceptable to the Bank:

Name, surname Position

Chairman Donatas Savickas Head of Finance and Risk Management Division

Deputy Algimantas Gaulia Director of Risk Management and Reporting Department

Members: Pranas Gedgaudas Deputy Director of Markets and Treasury Department
Edas Mirijauskas Director of Credit Risk Department
Vaidas Sasnauskas Director of Compliance and Prevention Department
Morena Liachauskiené Director of Operational Risk Department
Mindaugas Vingilis IT security officer

INTERNAL CONTROL ASSESSMENT

Based on the Bank's acceptable risk appetite, integrated risk management principles are developed and implemented
across the Group. The risk management principles are governed by the Bank's risk management policy.

The Bank's remuneration policy is anintegral part of the Bank's risk management system. The remuneration policy is in
line with the Bank's business strategy, the level of risk it undertakes, its objectives, values and long-term vision.

The Bank's internal control system is an integral and continuous process in its day-to-day activities arranged applying
the three lines of defence approach. At the required level each employee is responsible of the Bank's internal control
processes and each employee is involved in the internal control system and may affect it.

Internal control shall ensure legitimacy, economy, efficiency, effectiveness and transparency of the Bank's activities,
implementation of strategic and other activity plans, protection of assets, reliability and comprehensiveness of
information and reports in line with the fulfilment of contractual and other obligations to third parties and management
of risk factors related to the aforementioned activities.

The Bank's compliance officer is assigned to be responsible for the implementation of a compliance function at the
Bank as well as other compliance specialists assigned by the Bank as responsible for performing the compliance
function in the areas assigned to them who perform their functions independently. All Bank's employees who
performing their functions participate in the internal control system are also in charge for the compliance at the Bank,
i.e., they are in charge that the activities of all Bank's employees comply with the requirements of the regulatory laws
and other legislation.

The Bank Group's internal control system and assessment of the internal risk management is performed by the Bank's
Internal Audit Division. This Division shall inform the Bank's Internal Audit Committee and the Board of the Bank of any
deficiencies or irregularities noted.

EXTERNAL AUDIT

In 2019, the Bank's audit was carried out by the audit company PricewaterhouseCoopers UAB (company's address: J.
Jasinskio str 16B, 01112 Vilnius tel. +370 5 300 2392, fax. +370 5 301 2392, the company registered on 29/12/1993,
No. U] 93-369,code 111473315).

This audit company was selected after the Bank's Board interviewed a number of international audit companies and
discussed their offers. The selection of the audit company is based on the reputation risk, the price of service and other
factors.

29 March 2018 the Bank's General meeting of shareholders passed a resolution to elect PricewaterhouseCoopers UAB
to verify the Bank's annual financial statements and and consolidated annual report for the year 2018 and 2019.
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EUR thou (without VAT costs) Group Bank
2018 2019 2018 2019
Contractual auditing of financial statements 86 86 51 51

Cost for assurance and other related services - - - -

Costs for tax advice issues 3 - 3 -

Costs for other services 7 1 7 1

Total 96 87 61 52
EMPLOYEES

As of 31 December 2019, the Bank employed 737 people, whereas the Group had 831 employees. Compared to 31
December 2018 the number of employees increased by 3.2 per cent and together with the Group companies the
number increased by 2 per cent.

As of 31 December 2019 the Group employed 80 per cent of women and 20 per cent of men.

Group's employees by education, per Group's employees by age, per cent
cent

. 31-40years

. 51-60years

. University . College < 30years
. Secondary . Special secondary . 41-50years

. >61 years

Average monthly salary per employee before taxes:

The Bank Group
Leading employees Other employees Leading employees Other employees
Average Average salary Average Average salary Average Average salary Average Average salary
number of per month, Eur number of per month, Eur number of per month, Eur number of per month, Eur
employees employees employees employees
2018 84 6433 563 1459 99 6365 662 1458
2019 79 6971 581 1618 93 6797 678 1626

*Due to tax changes as of 01/01/2019, the amounts are indexed by 1,289 coeff.
HR Strategy

Human resource management strategy focuses on the achievement of the Group's long-term goals, to attract and
retain efficient employees, to educate and raise their level of expertise, to motivate and engage inthe Group's activities,
creating a culture of high performance.
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Employee Relations

The Bank maintains long-term employment relationships with its employees. As of 31 December 2019, 30 per cent of
the Bank's employees had worked for more than 10 years.

In 2019, the total turnover of the Bank's staff was 13.8 per cent (in 2018 it was 13.2 per cent).
Forlong-term work at the Bank, employees are encouraged through a special reward programme.
Activity appraisals

Once a year the Bank discusses and appraises the annual activities of its employees. During these appraisals, direct
supervisors discuss the results of annual goals and implemented projects with their subordinates, they analyse
employee's competencies, highlight strong areas and ones that should be developed, identify specific educational
tools, and career opportunities. These conversations are based on mutual feedback, open and value-based
communication and collaboration. So that each employee could feel contributing to and influencing the overall results
ofthe Bank and, also, to show that all efforts go in one direction, during the appraisal the direct supervisor and employee
set annual goals that would contribute to the overall The Bank performance.

Organizational structure

The Bank and the Group constantly strive to work efficiently, to respond to changes in the external environment and
needs, to implement the Bank's strategic directions, to ensure the organizational structure as closely as possible to
business needs, to ensure optimal organization of operations, process efficiency and staff competence.

In 2019, in order to make the Bank's operations more efficient, structural changes in the Bank's units were implemented
and the organizational management structure of the units located in the regions was updated.

Employee training

All new employees of the Bank take part in the two-day event Newcomers' Days, where the Bank's representatives
from different fields share their professional experience, introduce new colleagues to the Bank's structure, department
functions, present the Bank's services, products, processes and projects. During "Newcomers' Days" we play the Bank's
Values game.

At the beginning of 2019, we organized a workshop for the Bank's executives to present the Bank's strategic goals for
2019 - 2021, where the executives shared the trends and topicalities of the Bank. We continue strongly focusing on
the middle management development. They also participated inleadership training with external partners organized to
strengthen their competences of reflection and feedback. In 2019, we continued with the expansion of the Leadership
Club created by the Academy of Leaders. The Leadership Club took place in three cities and was joined by newly
recruited executives.

We strengthened the top management's governance skills by organizing a workshop for them.

In 2019, the Bank continued its unique "Financing Solutions Forum" programme for lending professionals and
strengthening their functional and generic competencies. More than half of the Bank's staff attended the final
conference of the Forum. The conference unveiled major international policy issues, digitalisation in the banking sector,
future societies and the technological revolution and its impact on our lives as well as other topics.

In 2019, the Bank launched an in-house lecturer programme to select internal staff who, after a few training sessions
and several trainings, are already conducting training for other colleagues in topics relating to sales and work
organization.

In order to strengthen the organization of the procurement process and negotiation competences, the Bank organized
training sessions for specialists and managers in these fields.
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In autumn 2019, the anti-money laundering and counter terrorist financing training was conducted for employees
working directly with clients. The Bank pays special attention to this area, and all employees' knowledge is constantly
updated through video training, various tests and additional materials.

The employees of the central departments developed their expertise by participating in external conferences and
seminars.

Internship opportunities

In 2019, the Bank continued its cooperation with Lithuanian higher education institutions by actively participating in
career days, reading presentations, initiating student groups' visits to the Bank and providing students with
opportunities for extensive internships at the Bank.

In 2019, 40 students took either compulsory or voluntary internships at various units of the Bank. The students had the
opportunity to do internships at various units of the Bank, gain practical work experience and establish professional
relationships relevant to their future careers. Most of the trainees' experience was gained in the field of customer
service of the Bank in various cities of Lithuania.

Employee motivation

Most of the Group's employees for the implementation of the division's and personal goals could receive
quarterly and/or annual bonuses in cash.

The annual variable remuneration may only be granted to the Group 's Nominated employees, who are
assigned to nominated posts defined by the Board of the Bank in accordance with Commission Delegated
Regulation (EU) No. 604/2014 and additional Group Criteria (where applicable) that identify the categories of
employees whose professional activities have a material impact on the risk profile of the institution (the
Group). For more information on Employee Remuneration, see the Remuneration Policy chapter in this
Report.

In 2019, as a socially responsible employer, the Bank provided health insurance to all employees who went
through a probationary period and those who returned after maternity leaves. Health insurance is one of the
most appreciated additional motivation tools. It enables insured workers to access health-related services
faster, for example, to receive treatment at selected health care institutions, take advantage of specialist
medical visits, various tests, purchase medicines, and use other health care services.

Employees of Group can additionally accumulate for the pension at exceptional terms when part of the
paymentis paid by the employee and another - by the employer. Along-term incentive program Accumulate
Together is prepared together with the Bank's subsidiary life insurance company Bonum Publicum UAB and
more than 36 per cent of he employees take part in the aforementioned programme.

Other additional benefits for the Bank's employees that are not based on the employee's performance:
= additional vacation by post and for uninterrupted length of service;
= paid study leave;
= one-off bonuses for personal celebrations and significant events for the Bank;
= one-off payments in the event of the death of a member of the employee's family, in the event of cirtical
accident, a critical illness, etc.;
= payment for the first 2 days of incapacity to work;
= freeinfluenza vaccine and other discounts provided by the Bank's partners;
= traditional summer festivity and other team building events,
= possibility to participate ininterbank and other tournaments of various sports;
= compensation of part of a sports club subscription.
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REMUNERATION POLICY

Information is prepared and delivered in compliance with the Minimum Requirements Guidelines for Remuneration
Policy to Credit Institutions and Brokerage Firms Employees prepared by the Board of Bank of Lithuania, Charter of the
Bank, and resolutions of the Management Board and Supervisory Council of the Bank as well as other Bank's internal
legislation.

Information regarding the decision-making process used in determining the remuneration policy as well as the number
of meetings convened by the principal body responsible for supervision of remuneration during the financial year.

In 2019, the Remuneration Policy was revised and approved by the Bank's Supervisory Council, and with the approval of
the Remuneration Committee, it came into effect on 29 March 2019. The Board of the Bank is responsible for the
implementation of the Remuneration Policy. No external consultants were used for the preparation of this
Remuneration Policy.

The composition of the Remuneration Committee is subject to the Supervisory Council's approval, the list of the
Committee members and the areas of their performance are providedin this report in chapter the Committees formed
within the Bank. 3 (two) meetings of the Remuneration Committee took place in 2019.

Information on the relationship between remuneration and activity result

The variable remuneration is paid to link the individual performance objectives of the employees with the long-term
interests of the Group in order to ensure sustainable business development, to encourage employees to act honestly,
fairly, transparently and professionally, taking into account the rights and interests of the clients.

The amount of variable pay is based on the joint Appraisal of results of employee, unit and the Group. The Variable
Remuneration allocated to an employee may also depend on the position held by the employee, the importance of
decision-making, which may have a significant impact on the Group's risk exposure.

In evaluating the employee's individual annual goals and achievements, not only the personal financial result achieved
but also the non-financial / non-quantitative contribution is assessed, for example relationship with clients, colleagues,
compliance with standards, fulfilling the requirements of internal rules, policies and procedures, initiative, responsibility,
performance improvement, personal or unit contribution to the development of the Bank or its subsidiary and others.

The variable remuneration fund is formed only on the basis of the Bank's performance, taking into account current and
future risks, the cost of capital employed and liquidity support. The variable remuneration fund and its size must not
limit the Group's ability to strengthen its capital base.

The Policy is consistent with the Group's activity strategy, purposes, values as well as long-term concerns, it also
defines the processes and principles, following which the Group pays remunerations to Employees, seeks to increase
the value of the Bank's shares and aims stimulating reliable and efficient risk management.

The Policy strives to promote responsible business, fair treatment of customers, and avoid conflicts of interest with
customers, so that forms of monetary and / or non-monetary remuneration do not become incentives for Employees
to meet their or institution's interests in a way that is harmful to consumers. Employee incentive / motivation systems
applied within the Group must comply with these principles.

Key features of the structure of the remuneration system, including information on the criteria used to measure
performance and risk adjustment, deferral policy, and allocation criteria

The Group, considering its size, nature of operations performed, the extent and the activity's complexity as well as
acceptedrisk, applying the following elements of the Remuneration system:

= fixed remuneration (official salary and additional benefits);
= variable remuneration.
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Variable remuneration in the Group shall mean:

= One-off premiums - can be granted to all Group employees for individual or group-specific results, paidin cash;

= Bonuses - canbe quarterly and/ or annual and may be allocated to the majority of Group Employees (excluding
the Nominated Employees), paid in cash, based on the performance of the Bank, the Group, individual Bank
departments and their Employees for the previous quarter or other previous period;

= annual variable remuneration, granted only to the Nominated Employees whose professional activities have a
material impact on the risk profile of the institution (the Group).

Annual variable remuneration depends on performance results and can be granted only to the Nominated Employees
whose professional activities have a materialimpact on the risk profile of the institution (the Group). In order to promote
sound and effective risk management, the annual variable remuneration shall be divided into two equal parts:

= |Immediately payable part which consists of 50 (fifty) per cent of total annual variable remuneration and is paid
incash;

= Deferred part making 50 (fifty) per cent of the total annual variable remuneration is allocated by non-monetary
means (in shares), taking into account the potential risks associated with the employee's annual valuation
results. The granting of the deferred portion is deferred for a period of not less than 3 (three) years from the
date of the allocation of the annual variable remuneration until the date of granting the deferred portion. A
deferred portion of a Nominated employee is approved annually in proportion to the percentage of
achievement of its goals or is not granted (when goals are not achieved, i.e. a qualitative criterion is not met),
even if the Bank's financial performance is achieved. If the Nominated employee or the Bank exceeds the set
targets, the assigned deferred portion cannot be increased, except for ex-post adjustments related to stock
events or tax changes. Ex-post risk adjustments, as well as ex-post adjustments related to the activities of the
Nominated Employee, may be a sufficient basis for the provision of deferred adjustments (whether reduced or
not paid at all) to a particular Nominated Employee.

Quantitative and qualitative criteria shall be used to assess the achievement of the annual targets. It takes into account
not only the level of achievement of personal goals set by the employee, the financial results of the unit and the Bank,
but also the non-financial (qualitative) contribution, ie. y. compliance with customer relations, colleagues, standards,
internal rules, policies and procedures, compliance, initiative, responsibility, adherence to the Bank's values,
performance improvement, etc.

Fixed to variable remuneration

Variable remuneration may be granted to all Group employees while maintaining an appropriate balance between the
fixed and variable remuneration ratio, and the ability to implement flexible policies related to Variable Remuneration
Parts, i.e. the amount of variable remuneration awarded per 1 (one) calendar year shall not exceed 100% of the amount
of the fixed remuneration elements received for the same 1 (one) calendar year for which variable remuneration was
granted to promote sound and effective risk management, unless the General Meeting of Shareholders of the Bank
increases the maximum ratio between the variable and the fixed remuneration to 200 per cent in accordance with the
requirements set by the Minimum Remuneration Policy Requirements for Employees of Credit Institutions of the Board
of the Bank of Lithuania.

Information on the performance result criteria on which the right to shares, options or variable components of
remuneration is based

Payment of deferred annual variable remuneration in the Group applies only to the Nominated Employees whose
professional activities have a material impact on the risk profile of the institution (the Group).

Annual variable remuneration, including part paid immediately and deferred part, may be paid and / or granted only in
the Bank's sustainable financial position and without prejudice to legal requirements. Annual variable remuneration shall
be reduced or unpaid if the Group's performance is not in line with the strategy, or the activities are loss-making, the
Employee has been acting in bad faith or has caused the loss of the Bank or its subsidiary.
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Theright to the Bank's shares as a share of the variable remuneration is based on the same criteria of the assessment
of the performance as applicable to the monetary share.

Reasons and criteria for the allocation of the variable components of remuneration and any other non-cash benefits

Non-cash variable remuneration is granted only in shares of the Bank to Group Employees whose professional
activities have a material impact on the risk profile of the institution (the Group) in accordance with the legislation of the
Bank of Lithuania and the Bank's Remuneration Policy.

General quantitative information on remuneration results in 2019

In compliance with the requirements of the Bank of Lithuania as of 31 December 2019 the Group had 34 Nominated
Employees, of whom: 27 - at the Bank, 4 - in SB Lizingas UAB, 3 - in life insurance Bonum Publicum UAB holding the
position of the Nominated Employees specified by the Board of the Bank in accordance with the Commission
Delegated Regulation (EU) No 172/2011. 604/2014 and additional Group Criteria (where applicable) that identify the
categories of employees whose professional activities have a material impact on the risk profile of the institution (the
Group).

The tablesin the Remuneration Policy chapter of this report provide information on the fixed and variable remuneration
of the Bank's and the Group's Nominated Employees. Remuneration information is broken down by activity area,
distinguishing executives (Board members) and other Nominated Employees.

Employees assuming significant risk

Including Executives (Board members)

Executives Traditional Treasury Business
THE BANK (Board bankingand ~ andother ~ managemen
members) lending activities t function Total
Fixed part of remuneration in 2019, thou EUR 1.244 676 112 1.769 2.558
Number of beneficiaries, units 7 8 2 17 27
VARIABLE REMUNERATION FOR 2018, allocated to 2019, thou EUR 1.110 598 88 1.448 2.134
Allocatedin 2019 and not differed (paid) VR for 2018, in cash, thou EUR 555 299 44 724 1.067
Allocated in 2019 and differed (unpaid) VR for 2018, in cash, thou EUR 555 299 44 724 1.067
Allocated in 2019 and differed (unpaid) VR for 2018, in shares, units 1.284 691 101 1.675 2.467
Number of beneficiaries, units 7 10 2 19 30
Portion of variable remuneration from fixed remuneration, % 89% 88% 79% 82% 83%
Pay-outs related to contract termination in 2019, thou EUR =
Largest exposure per party, thou EUR - - - - -
Number of beneficiaries, units - - - - -
Guaranteed variable remuneration in 2019, thou EUR = = = = -
Number of beneficiaries, units 7 9 2 19 30
Paid differed VR in 2019 for 2015-2017, in cash, thou EUR 172 87 10 236 333
Paid differed VR in 2019 for 2015-2017, in shares, thou EUR 245 122 14 335 471
As 0f31/12/2019 outstanding unpaid differed VR for 2016-2017, in cash, thou EUR 200 104 14 276 394
As 0f31/12/2019 outstanding unpaid differed VR for 2016-2017, in shares, thou EUR 192 98 13 264 375
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Employees assuming significant risk

Including Executives (Board members)

Executives Traditional Treasury Business
GROUP (Board bankingand  andother — management
members) lending activities function Total
Fixed part of remuneration in 2019, thou EUR 1.244 940 302 1.769 3.011
Number of beneficiaries, units 7 12 5 17 34
VARIABLE REMUNERATION FOR 2018, allocated to 2019, thou EUR 1.110 852 114 1.448 2.414
Allocated in 2019 and not differed (paid) VR for 2018, in cash, thou EUR 555 426 57 724 1.207
Allocated in 2019 and differed (unpaid) VR for 2018, in cash, thou EUR 555 426 57 724 1.207
Allocated in 2019 and differed (unpaid) VR for 2018, in shares, units 1.284 986 131 1.675 2.792
Number of beneficiaries, units 7 14 5 19 38
Portion of variable remuneration from fixed remuneration, % 89% 91% 38% 82% 80%
Pay-outs related to contract termination in 20189, thou EUR =
Largest exposure per party, thou EUR - - - - -
Number of beneficiaries, units - - - - -
Guaranteed variable remuneration in 2019, thou EUR = = = = =
Number of beneficiaries, units 7 13 4 19 36
Paid differed VR in 2019 for 2015-2017, in cash, thou EUR 172 128 22 236 386
Paid differed VR in 2019 for 2015-2017, in shares, thou EUR 245 189 31 335 555
As 0f31/12/2019 outstanding unpaid differed VR for 2016-2017, in cash, thou EUR 200 152 32 276 460
As 0f31/12/2019 outstanding unpaid differed VR for 2016-2017, in shares, thou EUR 192 143 31 264 438

MAIN INVESTMENTS DURING THE REPORTING PERIOD

The table below shows the main investments made by the Bank's group during the reporting period, in EUR thousand:

Acquisition of property, plant and equipment, investment property and intangible assets 4.248
Acquisition investment securities valued at depreciated cost 48.246
Acquisition of investment securities estimated at fair value, 7.469

MEMBERSHIP IN ASSOCIATED STRUCTURES

Organizations, associations and associates structures where the Bank takes partin:

= Association of Lithuanian Banks

= Society for Worldwide Interbank Financial Telecommunication (SWIFT)
= Nasdag Baltic Stock Exchanges (Nasdag Vilnius, Nasdaqg Riga and Nasdaq Tallinn)
= MasterCard Worldwide International Payment Card Organization

= |SACA

= | ithuanian Employers' Confederation

= Sjauliai Chamber of Commerce, Industry and Crafts

= Association of Siauliai Industrialists

= Association of Entrepreneurs of Kelme region

= Klaipeda Chamber of Commerce, Industry and Crafts

= Association of Klaipéda Industrialists

= Association of Entrepreneurs of Mazeikiai

= Association of Entrepreneurs of Akmené region

= Kaunas Chamber of Commerce, Industry and Crafts

= Panevezys Chamber of Commerce, Industry and Crafts Utena branch;
= Association of Entrepreneurs of Tauragé district

= Panevezys Chamber of Commerce, Industry and Crafts

= Vilnius Chamber of Commerce, Industry and Crafts

= Union of of Entrepreneurs of Silalé region

= |ithuanian Association of Financial Brokers

= Association of Personnel Management Professionals

= BNIRecommendation Marketing Service
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BANK'S COMPANY GROUP

o Registration Compan ) )
Nature of acitivities gt / pany Address Tel. E-mail, website
date code
_— ’ . Tilzés str. 149 info@sb.It,
Siauliy Bankas AB commerical banking 04/02/1992 112025254 LT-76348 Siaulial | T37041595607 W sb It
The Bank directly controls the following subsidiaries

SBLizingas UAB financelease, consumer ) 1 /y7 11997 34995490 S2Vesa8OLT- 400 25 407 200 IieGIEE:
credits 44249 Kaunas www.sblizingas.It
Siauliy Banko Lizingas Finance lease (leasing) and Vilniaus str. 167, +37041 598 010, lizingas@sb.lt,
UAB operating leases 16/08/1999 145569548 76352 Siauliai +3705272 3015 www.sb.It
Siauliy Banko Turto Vilniaus str. 167, turtofondas@sb.lt,
Fondas UAB Management of real estate 13/08/2002 145855439 26352 Siauliai +37041525 322 I ——
. management and Vilniaus str. 167, sbtf@sb.lt,
SBTF"UAB administration of real estate 24/11/2004 - 300069309 76352 Siauliai ¥37041525 322 www.sbip.It

Dvaro str. 123A info@minera.lt,
Minera UAB Management of real estate 30/09/1992 121736330 « o +37041399 423 www.sbip.It,
LT-76208 Siauliai www.minera lt

info@pavasaris.net,

Development of residential Jonazoliy str. 3-

Pavasaris UAB multi-apartment area 25/09/1992 121681115 113, 04138 Vilnius +3705244 8096 vvvvw.slblp.\t,
www.pavasaris.net
Life insurance Bonum ) Laisvespr. 3, LT- life@bonumpublicum.It,
Publicur UAB Life Insurance 31/08/2000 110081788 04215 Vilnius +37052362723 L
T Seimynigkiy str. )
_ Siauliybanko Investment management  31/08/2000 145649065 1A, LT-09312  +3705272 2477 SBIV@sbiIt,
investicijy valdymas Vilnius www.sbip. It
The Bank indirectly controls the following subsidiaries:
Skruzdynés str. 1, +370615
%
Sandworks UAB Management of real estate 10/10/2012 302896357 LT- 93123 Neringa —ioni
A. Mickeviciaus str. 137037 391
ApZeldinimas UAB™** | afforestation, landscaping ~ 05/02/1991 132443396 56,LT-44244 055
Kaunas
* Bank's 100% owned subsidiary Siauliy Banko Investicijy Valdymas UAB controlled 100% of shares
** Bank's 100% owned subsidiary Siauliy Banko Turto Fondas UAB controlled 100% of shares

TRANSACTIONS WITH RELATING PARTIES:

Information on these transactions with related parties is provided in note 30 to the Bank's financial statements for the
year 2019.

In accordance with the procedures set by the Charter of the Bank and the legal acts of the Republic of Lithuania all the
stock events are announced in the Central regulated information base and on the Bank's website at

https://sb.lt/It/investuotojams/pranesimai.

Otherimportant events are available on the Bank's website at https://sb.lt/It/apie/naujienos .

Chief Executive Officer MM Vytautas Sinius

6 March 2020

151 /191


mailto:info@sb.lt
http://www.sb.lt/
mailto:info@sbl.lt
http://www.sblizingas.lt/
mailto:lizingas@sb.lt
http://www.sb.lt/
mailto:turtofondas@sb.lt
http://www.sbip.lt/
mailto:sbtf@sb.lt
http://www.sbip.lt/
mailto:info@minera.lt
http://www.sbip.lt/
http://www.minera.lt/
mailto:info@pavasaris.net
http://www.sbip.lt/
http://www.pavasaris.net/
mailto:life@bonumpublicum.lt
http://www.bonumpublicum.lt/
mailto:sbiv@sb.lt
http://www.sbip.lt/
https://sb.lt/lt/investuotojams/pranesimai
https://sb.lt/lt/apie/naujienos

. p
$1AULIY =' BANKAS

REPORT ON THE BANK'S
CORPORATE GOVERNANCE

(Annex to the Consolidated Annual Report for 2019)

Following Article 23" s of the Law of the Republic of Lithuania on Financial reporting by Undertakings the Bank discloses
its compliance its specific provisions and recommendations.

Clause 1. Reference (s) to the applicable Corporate Governance Code (Codes) and where it is (they are) published and
/ or areference to all publicly available information on corporate governance practices.

The Bank's shares are traded on a regulated market and are listed on the Nasdaqg Baltic Main List. Following Article 12
(3) of the Law on Securities of the Republic of Lithuania and clause 24.5 clause of the Listing Rules of Nasdaq Vilnius,
the Governance Code for the companies quoted on the Nasdag Vilnius applies to the Bank, which has been prepared
by Nasdagq Vilnius in accordance with the Commission recommendation 2014/208/ES dated 09 April 2014 approved
by the European Commission regarding quality of governance reporting provided by undertakings. The Bank follows
the Corporate Governance Report form approved by the Board of Nasdaq Vilnius AB on15 January 2019 which is
prepared in accordance with the Governance Code for Listed Companies approved by the Board of Nasdag Vilnius on
15 January 2019.

Clause 2. In the event of a deviation from, and / or non-compliance with the applicable provisions of corporate
governance code (s), the provisions being deviated from and / or not complied with and the reasons for it.

Following Article 12 (3) of the Law on Securities of the Republic of Lithuania and clause 24.5 clause of the Listing Rules
of Nasdagqg Vilnius AB, the Bank discloses its compliance with the Governance Code for the companies quoted on the
Nasdaq Vilnius AB, its specific provisions and recommendations. Where the Bank does not meet some of its provisions
or recommendations it is indicated which specific provisions or recommendations are not met and explanatory
information is provided.

Free Form Summary of the Corporate Governance Report

The Bank's bodies are the General Meeting of Shareholders, the Supervisory Council, the Management Board and the
Chief Executive Officer. The Bank's Supervisory Councilis a collegial seven-member (statutory) supervisory body with
one independent member. The Managment Board of the Bank is a seven-member collegiate executive body of the
Company, consisting of the Chief Executive Officer, Deputy Chief Executive Officers and Heads of Bank Divisions. The
Bank has 6 committees. 4 Committees - Risk, Audit, Appointment, Remuneration - are subordinate to the Supervisory
Council, 2 Committees - Loan and Risk Management - to the Board.

The Supervisory Council is elected by the General Meeting of Shareholders for the term of 4 years. The Board of the
Bank is also elected by the Supervisory Council for a 4-year term. The Board elects and dismisses the Chief Executive
Officer and his Deputies, determines the remuneration of the Chief Executive Officer and other conditions of the
labour contract.

In section 7 of the Corporate Governance Report, most of the recommendations are marked as non-compliant - it is
related to the fact that after Article 20 (1) of the Law on Companies has been supplemented with item 6 there occurred
a new provision stating that the Bank's Remuneration Policy is subject to the approval of the General Meeting of
Shareholders and should be made public. Following the amendment of the Law, the first ordinary general meeting of
shareholders of the Bank will be the ordinary general meeting of shareholders of the Bank held in 2020 and from this
meeting the Bank will follow the recommendations of clause 7.

More information onthe Bank's corporate governance, shareholders'rights, activities of the Supervisory Council, Board
and Committees, members, internal control and risk management systems is provided in the Bank's consolidated
annual report for the year ended 31 December 2019.

L For the purposes of this Code, heads of the administration are the employees of the company who hold top level management positions
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Structured table for disclosure

YES

PRINCIPLES/ RECOMMENDATIONS /NO/NOT
APPLICABLE

| Principle

General meeting of shareholders, equitable treatment of shareholders, and shareholders’ rights

The corporate governance framework should ensure the equitable treatment of all shareholders. The corporate
governance framework should protect the rights of shareholders.

1.1. All shareholders should be provided with access to the information and/or documents established in the legal acts on equal Yes
terms.

COMMENT

The information required by legislation and the Bank's documents are publicly available on the Bank's website in
Lithuanian and English.
All shareholders have the same statutory rights to attend general meetings.

1.2. It is recommended that the company's capital should consist only of the shares that grant the same rights to voting, Yes
ownership, dividend and other rights to all of their holders.

COMMENT

The Bank's authorized capital consists of 600,726,263 ordinary registered shares with a par value of EUR 0.29 each.
Each share grants one vote at the general meeting. All shares of the Bank entitle the holders to equal rights.

1.3. It is recommended that investors should have access to the information concerning the rights attached to the shares of Yes
the newissue or those issued earlier in advance, i.e. before they purchase shares.

COMMENT

The Bank's website contains the Bank's Charter which establish the rights granted to the holders of the Bank's shares.
When new shares are issued, the rights granted by the shares shall be disclosed in the prospectus and in other publicly
available issue documents.

1.4. Exclusive transactions that are particularly important to the company, such as transfer of all or aimost all assets of the Yes
company which in principle would mean the transfer of the company, should be subject to approval of the general meeting of
shareholders.

COMMENT

The General Meeting of Shareholders approves the transactions for which the right of approval has been established
foritin accordance with the Law on Companies and the Charter of the Bank.

1.5. Procedures for convening and conducting a general meeting of shareholders should provide shareholders with equal Yes
opportunities to participate in the general meeting of shareholders and should not prejudice the rights and interests of
shareholders. The chosen venue, date and time of the general meeting of shareholders should not prevent active participation
of shareholders at the general meeting. In the notice of the general meeting of shareholders being convened, the company
should specify the last day on which the proposed draft decisions should be submitted at the latest.

COMMENT

The General Meetings of the Bank are held in Siauliai at an address and time announced in advance. Ordinary
shareholders' meetings are held at the end of March. In 2019, the Annual General Meeting was held on 28 March 2019
at 3 pm. The notice convening the general meeting shall specify that the draft resolutions may be submitted in writing
or by e-mail before the time indicated on the date of the meeting and shall be communicated to the chairman after he
has announced the agenda of the meeting, until the meeting begins to discuss the agenda items.
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1.6. With a view to ensure the right of shareholders living abroad to access the information, it is recommended, where possible,
that documents prepared for the general meeting of shareholders in advance should be announced publicly not only in
Lithuanian language but also in English and/or other foreign languages in advance. It is recommended that the minutes of the
general meeting of shareholders after the signing thereof and/or adopted decisions should be made available publicly not only
in Lithuanian language but also in English and/or other foreign languages. It is recommended that this information should be
placed on the website of the company. Such documents may be published to the extent that their public disclosure is not
detrimental to the company or the company's commercial secrets are not revealed.

COMMENT

Allinformation and documents of the General Meeting of Shareholders are drafted in Lithuanian and English and are
publicly available on the Bank's website and through the information delivery system regulated by the Nasdaq Baltic.

1.7. Shareholders who are entitled to vote should be furnished with the opportunity to vote at the general meeting of
shareholders both in person and in absentia. Shareholders should not be prevented from voting in writing in advance by
completing the general voting ballot.

COMMENT

The Bank's shareholders have the right to participate in the shareholders' meeting both in person and through a
representative, by issuing a duly authorized proxy or concluding a transfer of voting rights in accordance with the
procedure established by legal acts. Shareholders is also be provided with the opportunity to vote in writing in advance
by completing the general ballot paper and delivering it to the Bank prior to the meeting.

1.8. With a view to increasing the shareholders’ opportunities to participate effectively at general meetings of shareholders, it
is recommended that companies should apply modern technologies on a wider scale and thus provide shareholders with the
conditions to participate and vote in general meetings of shareholders via electronic means of communication. In such cases
the security of transmitted information must be ensured and it must be possible to identify the participating and voting person.

COMMENT

The Bank does not comply with this recommendation because it does not have the necessary technical and software
installed. One of the reasons why the equipment is not installed is the risk of information uncertainty and security of
transmission due to the presence of a significant part of the Bank's shares in nominee accounts opened in the name of
account operators, which means that the Bank does not know the final beneficiaries of some of the shares until the
disclosure at the meeting.

1.9. Itis recommended that the notice on the draft decisions of the general meeting of shareholders being convened should
specify new candidatures of members of the collegial body, their proposed remuneration and the proposed audit company if
theseissues are included into the agenda of the general meeting of shareholders. Where it is proposed to elect a new member
of the collegial body, it is recommended that the information about his/her educational background, work experience and other
managerial positions held (or proposed) should be provided.

COMMENT

Nominations for the members of the Supervisory Council shall be made public as soon as the initiators of the meeting
or persons entitled to submit nominations provide the Bank with information about the proposed candidates.
Candidate information published together with draft decisions shall include information on the candidates' education,
professional experience and other positions held. The bonuses paid to members for their work on the Supervisory
Council are specified in the Profit Allocation Draft submitted to the meeting for approval. The name of the audit firm to
be proposed to the general meeting and the proposed remuneration for the audit services are set out in the draft
resolution.

1.10. Members of the company's collegialmanagement body, heads of the administration? or other competent persons related
to the company who can provide information related to the agenda of the general meeting of shareholders should take partin
the general meeting of shareholders. Proposed candidates to member of the collegial body should also participate in the
general meeting of shareholders in case the election of new members is included into the agenda of the general meeting of
shareholders.

COMMENT

General meetings of shareholders, which are organized and coordinated in advance, are always attended by persons
who can provide information related to the agenda of the meeting.

Proposed candidates shall always attend the general meeting of shareholders who elect the members of the
Supervisory Council.

2 For the purposes of this Code, heads of the administration are the employees of the company who hold top level management positions
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Il Principle. Supervisory Council

2.1 Functions and liability of the supervisory council

The supervisory council for the company should ensure representation of the interests of the company and its
shareholders, accountability of this body to the shareholders and objective monitoring of the company's operations
and its management bodies as well as constantly provide recommendations to the management bodies of the

company.

The supervisory council should ensure the integrity and transparency of the company's financial accounting and

control system.

2.1.1. Members of the supervisory board should act in good faith, with care and responsibility for the benefit and in the interests
of the company and its shareholders and represent their interests, having regard to the interests of employees and public
welfare.

COMMENT

The Rules of Procedure of the Supervisory Board, signed by allmembers of the Supervisory Board, establish that the
Supervisory Board shall act in accordance with the principles of good governance and shall perform its functions taking
into account the interests of the Bank's shareholders, depositors and other interested third parties.

2.1.2. Where decisions of the Supervisory Council may affect the interests of the company's shareholders differently, the
Supervisory Council should treat all shareholders impartially. It should ensure that shareholders are properly informed about the
company's strategy, risk management and control and resolution of conflicts of interest.

COMMENT

The members of the Supervisory Council assess their influence on the activities of the Bank and the shareholders of the
Bank before making decisions. The Rules of Procedure of the Supervisory Council oblige the members to actin the
interest of the Bank and its shareholders. The Bank shall comply with the disclosure requirements of listed companies
and shall ensure that the Bank's shareholders are properly informed about the activities of the Bank and its
management.

2.1.3. The supervisory council should be impartial in passing decisions that are significant for the company's operations and
strategy. Members of the supervisory council should act and pass decisions without an external influence from the persons who
elected them.

COMMENT

The Supervisory Council of the Bank shall act independently in making decisions that are significant to the Bank's
activities and strategy.

The Rules of Procedure of the Supervisory Council include the provision stating that each member shall be prepared and
able to act objectively, critically and independently and to make informed, objective and independent decisions.

2.1.4. Members of the supervisory council should clearly voice their objections in case they believe that a decision of the
supervisory board is against the interests of the company. Independent® members of the supervisory board should: a) maintain
independence of their analysis and decision-making; b) not seek or accept any unjustified privileges that might compromise
theirindependence.

COMMENT

The members of the Supervisory Council shall have the right to express their opinion on allissues on the agenda of the
meeting. The rules of procedure of the Supervisory Council oblige the members of the Supervisory Council to
constructively and critically evaluate the proposals, explanations and information submitted to the Council.

2.1.5. The supervisory council should oversee that the company's tax planning strategies are designed and implemented in
accordance with the legal acts in order to avoid faulty practice that is not related to the long-term interests of the company and
its shareholders, which may give rise to reputational, legal or other risks.

COMMENT

The Bank's Supervisory Council oversees that all Bank's strategies are developed and implemented in accordance with
the law, including tax planning strategies.

Yes

Yes

Yes

Yes

Yes

3 For the purposes of this Code, the criteria of independence of members of the supervisory board are interpreted as the criteria of unrelated parties defined in

Article 31(7) and (8) of the Law on Companies of the Republic of Lithuaniai.
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2.1.6. The company should ensure that the supervisory council is provided with sufficient resources (including financial ones) to
discharge their duties, including the right to obtain all the necessary information or to seek independent professional advice
from external legal, accounting or other experts on matters pertaining to the competence of the supervisory council and its
committees.

COMMENT

The Bank ensures the Supervisory Council is provided with the resources necessary for its activities - it technically
servicing the meetings of the Supervisory Council and providing all the necessary information.

The rules of procedure of the Supervisory Council provide for the right of the Supervisory Council to address external
experts on matters within its competence.

REPORT ON THE BANK'S GOVERNANCE
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Yes

Il Principle. Supervisory Council

2.2 Formation of the Supervisory Council

The procedure of the formation of the supervisory board should ensure proper resolution of conflicts of interest and

effective and fair corporate governance.

2.2.1. The members of the supervisory council elected by the general meeting of shareholders should collectively ensure the
diversity of qualifications, professional experience and competences and seek for gender equality With a view to maintain a
proper balance between the qualifications of the members of the supervisory board, it should be ensured that members of the
supervisory council, as a whole, should have diverse knowledge, opinions and experience to duly perform their tasks.

COMMENT

Shareholders, in assessing the qualifications and professional experience of the members of the Supervisory Council,
shall vote accordingly at the General Meeting of Shareholders in respect of the proposed candidates for the Supervisory
Council.

The diversity of the qualifications, professional experience and competences of the members of the Supervisory
Councilis ensured by the fact that the nomination committee and a member of the Supervisory Council (nominated or
already elected at the shareholders' meeting) are allowed to start their duties only with the permission of the supervisory
authority. The supervisory authority shall also assess the collective suitability of the members of the supervisory council
when issuing authorizations.

2.2.2. Members of the supervisory council should be appointed for a specific term, subject to individual re-election for a new
termin office in order to ensure necessary development of professional experience.

COMMENT

The Supervisory Council of the Bank is elected for four years. The number of term of office of a person in the Council
shall not be limited. The General Meeting of Shareholders may remove the entire Supervisory Council or its individual
members before the end of the term of office and may elect new members until the end of the term of office of the
existing Council.

2.2.3. Chair of the supervisory council should be a person whose current or past positions constituted no obstacle to carry out
impartial activities. A former manager or management board member of the company should not be immediately appointed as
chair of the supervisory council either. Where the company decides to depart from these recommendations, it should provide
information on the measures taken to ensure impartiality of the supervisio.

COMMENT

For the Chairman of the Bank's Supervisory Council, his other (current and former) duties shall not prevent him from
acting impartially as Chairman of the Council. He has neither been the Chief Executive Officer nor a member of the
Board.

2.2.4. Each member should devote sufficient time and attention to perform his duties as a member of the supervisory board.
Each member of the supervisory board should undertake to limit his other professional obligations (particularly the managing
positions in other companies) so that they would not interfere with the proper performance of the duties of a member of the
supervisory board. Should a member of the supervisory board attend less than a half of the meetings of the supervisory board
throughout the financial year of the company, the shareholders of the company should be notified thereof.

COMMENT

The members of the Supervisory Council shall devote sufficient time and attention to the duties of the member of the
Supervisory Council. In 2019 there were five meetings of the Supervisory Council and one voting by way of survey. One
member of the Supervisory Council did not attend two meetings.

Yes

Yes

Yes

Yes

156 /191



- [ 4
$IAULIY =' BANKAS

2.2.5. When it is proposed to appoint a member of the supervisory board, it should be announced which members of the
supervisory board are deemed to be independent. The supervisory board may decide that, despite the fact that a particular
member meets all the criteria of independence, he/she cannot be considered independent due to special personal or company-
related circumstances.

COMMENT

There is one independent member in the current Supervisory Council, whose term is until the ordinary general meeting
of shareholders in 2020. This was announced when this member was elected by the general meeting and it is also
disclosed in the Bank's annual consolidated report. There are no other independent members in the current Supervisory
Council. As the legislative requirements change, it is planned that more independent candidates will be proposed for
election to the new Supervisory Council.

2.2.6. The amount of remuneration to members of the supervisory council for their activity and participation in meetings of the
supervisory board should be approved by the general meeting of shareholders.

COMMENT

Members of the current Supervisory Council who are not considered independent are not remunerated by the Bank for
their activities and attendance, they can be paid tantiemes.

An agreement has been signed with an independent member of the Supervisory Council regarding remuneration for
work from the Bank's funds, but the approval of the amount of remuneration in the previous version of the LoC was not
within the competence of the meeting.

[t is planned that in future the Bank will pay remuneration to the members of the Supervisory Council for its activities and
attendance at meetings, the payment principles and amount of which will be determined by the remuneration policy to
be approved by the General Meeting of Shareholders on 31/03/2020.

2.2.7. Every year the supervisory board should carry out an assessment of its activities. It should include evaluation of the
structure of the supervisory board, its work organization and ability to act as a group, evaluation of the competence and work
efficiency of each member of the supervisory board, and evaluation whether the supervisory board has achieved its objectives.
The supervisory board should, at least once a year, make public respective information about its internal structure and working
procedures.

COMMENT

Each year, the members of the Supervisory Council participate in the overall process of assessing the effectiveness of
the Bank's internal management system, which includes assessing its structure, organization and ability to act as a
group, as well as assessing whether the Supervisory Council had achieved the set performance targets. The Bank
publishes the internal structure of the Supervisory Councilinits annual reports.

REPORT ON THE BANK'S GOVERNANCE
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Il Principle. Management Board

3.1 Functions and liability of the management board

The management board should ensure the implementation of the company's strategy and good corporate

governance with due regard to the interests of its shareholders, employees and other interest groups.

3.1.1. The management board should ensure the implementation of the company's strategy approved by the supervisory board
if the latter has been formed at the company. In such cases where the supervisory board is not formed, the management board
is also responsible for the approval of the company's strategy.

COMMENT
The Bank's Board ensures the implementation of the Bank's strategy as approved by the Supervisory Council.

3.1.2. As a collegial management body of the company, the management board performs the functions assigned to it by the
Law and in the articles of association of the company, and in such cases where the supervisory board is not formed in the
company, it performs inter alia the supervisory functions established in the Law. By performing the functions assigned to it, the
management board should take into account the needs of the company's shareholders, employees and other interest groups
by respectively striving to achieve sustainable business development.

COMMENT

The Board performs the functions assigned to it by law and the Bank's Charter.

In'accordance with the Bank's Board Regulations, the Board acts in accordance with the principles of good governance
and carries out its functions in the best interest of the Bank's shareholders, depositors and other interested third parties.
The principles of good governance are those that promote more efficient work and create a good image of the Bank and
the entire Group. It builds sustainable business.

Yes

Yes
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3.1.3. The management board should ensure compliance with the laws and the internal policy of the company applicable to the Yes
company or a group of companies to which this company belongs. It should also establish the respective risk management and
control measures aimed at ensuring regular and direct liability of managers.

COMMENT

The Board of the Bank ensures compliance with laws and internal policies. The Board approves and monitors the
implementation of the Bank's risk management policy, independent risk management and compliance, effective
functioning of the Bank's internal control system, governance structure, compliance with set principles, values, and code
of conduct. The Board monitors and supervises the actions of the Bank's administration in accordance with the Bank's
strategy, policies, implementation plans, budget implementation and, where appropriate, special external or internal
factors (e.g. non-standard financial sector developments, regulatory changes, supervisory requirements, plans, budget)
may revoke decisions made by the Chief Executive Officer.

3.1.4. Moreover, the management board should ensure that the measures included into the OECD Good Practice Guidance* Yes
on Internal Controls, Ethics and Compliance are applied at the company in order to ensure adherence to the applicable laws,
rules and standards.

COMMENT

The Board s responsible for enforcing applicable laws, regulations and standards in the areas of internal control, ethics
and compliance, including those included in the OECD Guidance.

3.1.5. When appointing the manager of the company, the management board should take into account the appropriate balance Yes
between the candidate's qualifications, experience and competence.

COMMENT

When appointing the Bank's Chief Executive Officer, the Board of the Bank shall take into account the balance of its
qualifications, experience and competence, as well as whether the supervisory authority has not objected to such
appointment.

Il Principle. Management Board

3.2 Formation of the management board

3.2.1. The members of the management board elected by the supervisory board or, if the supervisory board is not formed, by Yes
the general meeting of shareholders should collectively ensure the required diversity of qualifications, professional experience
and competences and seek for gender equality. With a view to maintain a proper balance in terms of the current qualifications
possessed by the members of the management board, it should be ensured that the members of the management board would
have, as awhole, diverse knowledge, opinions and experience to duly perform their tasks.

COMMENT

The Supervisory Council assesses the qualifications and professional experience of the Board members by voting for
the proposed candidates for the Board membership.

The diversity of the qualifications, professional experience and competences of the members of the members of the
Boardis ensured by the fact that the nomination committee and a member of the Management Board are allowed to
their duties only with the permission of the supervisory authority. The supervisory authority shall also assess the
collective suitability of the members of the Board when issuing authorizations.

3.2.2.Names and surnames of the candidates to become members of the management board, information on their educational Yes
background, qualifications, professional experience, current positions, other important professional obligations and potential
conflicts of interest should be disclosed without violating the requirements of the legal acts regulating the handling of personal
data at the meeting of the supervisory board in which the management board or individual members of the management board
are elected. In the event that the supervisory board is not formed, the information specified in this paragraph should be
submitted to the general meeting of shareholders. The management board should, on yearly basis, collect data provided in this
paragraph on its members and disclose it in the company's annual report.

COMMENT

Information on candidates for membership of the Board of the Bank, including their curriculum vitae and declaration of
interests, shall be submitted to the meeting of the Bank's Supervisory Board at which the Board or

its individual members are being elected. Information about the positions held by the members of the Board or their
participation in the activities of other companies is constantly collected, stored and presented in the Bank's
consolidated annual report and on the Bank's website.

4Link to the OECD Good Practice Guidance on Internal Controls, Ethics and Compliance: https://www.oecd.org/daf/anti-bribery/44884389.pdf
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3.2.3. Allnew members of the management board should be familiarized with their duties and the structure and operations of
the company.

COMMENT

The members of the Board are acquainted with their duties, activities, organizational and management structure,
strategy and activities of the Bank.

3.2.4. Members of the management board should be appointed for a specific term, subject to individual re-election for a new
termin office in order to ensure necessary development of professional experience and frequent reapproval of their status.

COMMENT

The Management Board of the Bank is elected for four years. The number of term of office of a person in the Boardshall
not be limited. The General Meeting of Shareholders may remove the entire Board or its individual members before the
end of the term of office and may elect new members until the end of the term of office of the existing Board.

3.2.5. Chair of the management board should be a person whose current or past positions constitute no obstacle to carry out
impartial activity. Where the supervisory board is not formed, the former manager of the company should not be immediately
appointed as chair of the management board. When a company decides to depart from these recommendations, it should
furnish information on the measures it has taken to ensure the impartiality of supervision.

COMMENT

For the Chairman of the Board of the Bank, his other (current and former) duties shall not prevent him from acting
impartially as Chairman of the Board. The fact that the Chairman of the Board is the Deputy Chief Executive Officer of
the Bank ensures compliance with the requirement of Article 33 (2) of the Law on Banks of the Republic of Lithuania.

3.2.6. Each member should devote sufficient time and attention to the duties of a board member. If a board member attended
less than half of the board meetings during the financial year of the company, the company's supervisory council should be
informed about it, if the supervisory councilis not formed in the company - the general meeting of shareholders.

COMMENT

Board members devote sufficient time and attention to the performance of the duties of a board member.
In 2019, 52 Board meetings were held with at least 2/3 of the Board members in.

3.2.7. In the event that the management board is elected in the cases established by the Law where the supervisory council is
not formed at the company, and some of its members will be independent °, it should be announced which members of the
management board are deemed as independent. The management board may decide that, despite the fact that a particular
member meets all the criteria of independence established by the Law, he/she cannot be considered independent due to
special personal or company-related circumstances.

COMMENT
Supervisory Council is formed at the Bank.

3.2.8. The amount of remuneration to members of the management board for their activity and participation in meetings of the
management board should be approved by the general meeting of shareholders.

COMMENT

The Bank shall forms a supervisory council, which is responsible for the election and removal of the members of the
board. The prior approval of the Supervisory Council is required for the determination of the remuneration and other
terms and conditions of employment of the members of the Board who hold other positions in the Bank, the Chief
Executive Officer and his deputies. The Supervisory Council approves the annual variable remuneration paid to the
members of the Board, the amount of which depends on the performance and objectives of the Bank's field of activities
supervised by each member of the Board. Under current law, the General Meeting of Shareholders has so far only
approved the rules for granting Shares from the internal documents of the Bank's remuneration system. From 2020, the
meeting will also approve the Remuneration Policy as well.
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5 For the purposes of this Code, the criteria of independence of the members of the board are interpreted as the criteria of unrelated persons

defined in Article 33(7) of the Law on Companies of the Republic of Lithuania.
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3.2.9. The members of the management board should act in good faith, with care and responsibility for the benefit and the
interests of the company and its shareholders with due regard to other stakeholders. When adopting decisions, they should not
act in their personal interest; they should be subject to no-compete agreements and they should not use the business
information or opportunities related to the company's operations in violation of the company's interests.

COMMENT

The Rules of Procedure of the Board stipulate that the Board shall act in accordance with the principles of good
governance and perform its functions in the interests of the Bank's shareholders, depositors and other interested third
parties. A member of the Board shall not have the right to vote and attend the Board meeting when dealing with issues
related to his / her activities on the Board or his / her responsibility, as well as issues that may affect the member or other
risk to the Bank.

3.2.10. Every year the management board should carry out an assessment of its activities. It should include evaluation of the
structure of the management board, its work organization and ability to act as a group, evaluation of the competence and work
efficiency of each member of the management board, and evaluation whether the management board has achieved its
objectives. The management board should, at least once a year, make public respective information about its internal structure
and working procedures in observance of the legal acts regulating the processing of personal data.

COMMENT

Each year, the members of the Board participate in the overall process of assessing the effectiveness of the Bank's
internal management system, which includes assessing management structure, organization and ability to act as a
group, as well as assessing whether the Board | had achieved the set performance targets. The Bank publishes the
internal structure of the Board inits annual reports.
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Yes

Yes

IV Principle. Rules of procedure of the supervisory board and the management board of the company

The rules of procedure of the supervisory board, if it is formed at the company, and of the management board
should ensure efficient operation and decision-making of these bodies and promote active cooperation between

the company's management bodies.

4.1. The management board and the supervisory board, if the latter is formed at the company, should act in close cooperation
in order to attain benefit for the company and its shareholders Good corporate governance requires an open discussion
between the management board and the supervisory board. The management board should regularly and, where necessary,
immediately inform the supervisory board about any matters significant for the company that are related to planning, business
development, risk management and control, and compliance with the obligations at the company. The management board
should inform he supervisory board about any derogations in its business development from the previously formulated plans
and objectives by specifying the reasons for this.

COMMENT

The legal acts regulating the activities of the Supervisory Council and the Board, the Charter and the Rules of Procedure
of the Bank shall establish the principles and procedure of cooperation between the Supervisory Council and the Board
and ensure that the supervisory and management bodies function properly.

4.2. Iltis recommended that meetings of the company's collegial bodies should be held at the respective intervals, according to
the pre-approved schedule. Each company is free to decide how often meetings of the collegial bodies should be convened but
it is recommended that these meetings should be convened at such intervals that uninterruptable resolution of essential
corporate governance issues would be ensured. Meetings of the company's collegial bodies should be convened at least once
per quarter:

COMMENT

The Supervisory Council and the Board of the Bank act in accordance with the procedures established in their rules of
procedure.

Meetings of the Supervisory Council shall be held at least four times a year and at intervals not exceeding four months.
Meetings of the Management Board shall be convened periodically, but at least once a month, in accordance with the
Rules of Procedure of the Management Board. In 2019, meetings were held almost every week.

Yes

Yes
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4.3. Members of a collegial body should be notified of the meeting being convened in advance so that they would have sufficient
time for proper preparation for the issues to be considered at the meeting and a fruitful discussion could be held and appropriate Yes
decisions could be adopted. Along with the notice of the meeting being convened all materials relevant to the issues on the
agenda of the meeting should be submitted to the members of the collegial body. The agenda of the meeting should not be
changed or supplemented during the meeting, unless allmembers of the collegial body present at the meeting agree with such
change or supplement to the agenda, or certain issues that are important to the company require immediate resolution.

COMMENT

The rules of procedure of the Supervisory Council and the Management Board shall provide advance notice of meetings.
Allmembers shall be notified in writing at least seven working days in advance of a meeting of the Supervisory Council
and not later than two working days in the case the issue is tackled by way of survey as provided for in the Regulation.
The exact date and time of the meeting of the Management Board shall be communicated to the members of the
Management Board at least one working day before the meeting, except in urgent cases. The agenda of the meeting
and the draft resolutions shall be communicated to the members of the Board in advance. The Secretary of the Board, in
agreement with the Chairman of the Board, shall ensure that the agenda, draft resolutions and other information are
made available to all Board members at least one business day prior to the meeting. Additional urgent items may be
included on the agenda of a Board meeting only with the consent of the Chairman of the Board.

4.4. In order to coordinate the activities of the company's collegial bodies and ensure effective decision-making process, the Yes
chairs of the company's collegial supervision and management bodies should mutually agree on the dates and agendas of the
meetings and close cooperate in resolving other matters related to corporate governance. Meetings of the company's
supervisory board should be open to members of the management board, particularly in such cases where issues concerning
the removal of the management board members, their responsibility or remuneration are discussed.

COMMENT

Supervisory board.

V Principle. Nomination, remuneration and audit committees

5.1 Purpose and formation of committees

The committees formed at the company should increase the work efficiency of the supervisory board or, where the
supervisory board is not formed, of the management board which performs the supervisory functions by ensuring
that decisions are based on due consideration and help organise its work in such a way that the decisions it takes
would be free of material conflicts of interest.

Committees should exercise independent judgment and integrity when performing their functions and provide the
collegial body with recommendations concerning the decisions of the collegial body. However, the final decision
should be adopted by the collegial body.

5.1.1. Taking due account of the company-related circumstances and the chosen corporate governance structure, the Yes
supervisory board of the company or, in cases where the supervisory board is not formed, the management board which
performs the supervisory functions, establishes committees. It is recommended that the collegial body should form the
nomination, remuneration and audit committees ©.

COMMENT

The Bank's Supervisory Council has formed Audit, Risk, Nomination and Remuneration Committees which operate at
the Bank.

5.1.2. Companies may decide to set up less than three committees. In such case companies should explain in detail why they Not
have chosenthe alternative approach, and how the chosen approach corresponds with the objectives set for the three different | applicable
committees.

COMMENT

See comment of clause 5.1.1.

5 The legal acts may provide for the obligation to form a respective committee. For example, the Law on the Audit of Financial Statements of the Republic of
Lithuania provides that public-interest entities (including but not limited to public limited liability companies whose securities are traded on a regulated market of
the Republic of Lithuania and/or of any other Member State) are under the obligation to set up an audit committee (the legal acts provide for the exemptions where
the functions of the audit committee may be carried out by the collegial body performing the supervisory functions).

161 /191



- [ 4
$IAULIY =' BANKAS

5.1.3. In the cases established by the legal acts the functions assigned to the committees formed at companies may be
performed by the collegial body itself. In such case the provisions of this Code pertaining to the committees (particularly those
related to their role, operation and transparency) should apply, where relevant, to the collegial body as a whole.

COMMENT
See comment of clause 5.1.1.

5.1.4. Committees established by the collegial body should normally be composed of at least three members. Subject to the
requirements of the legal acts, committees could be comprised only of two members as well. Members of each committee
should be selected on the basis of their competences by giving priority to independent members of the collegial body. The chair
of the management board should not serve as the chair of committees.

COMMENT

The four committees formed by the Supervisory Council consist of the three members each. The members of the
committees are members of the Supervisory Council and are appointed to the committees according to their
competences. The independent member of the current Supervisory Council is Chairman of the Audit Committee and
Nomination Committee. The chairman of the Supervisory Council shall not chair any committee.

5.1.5. The authority of each committee formed should be determined by the collegial body itself. Committees should perform
their duties according to the authority delegated to them and regularly inform the collegial body about their activities and
performance on a regular basis. The authority of each committee defining its role and specifying its rights and duties should be
made public at least once a year (as part of the information disclosed by the company on its governance structure and practice
onan annual basis). In compliance with the legal acts regulating the processing of personal data, companies should also include
in their annual reports the statements of the existing committees on their composition, the number of meetings and
attendance over the year as well as the main directions of their activities and performance.

COMMENT

The powers of the committees formed by the Supervisory Council are determined by the Supervisory Council.

The Committees operate in accordance with the regulations of the Committees approved by the Supervisory Council
and report to the Supervisory Council at least once a year.

The powers of the Committees, their composition and other information are published in the Bank's annual and half-
year reports.

5.1.6. With a view to ensure the independence and impartiality of the committees, the members of the collegial body who are
not members of the committees should normally have a right to participate in the meetings of the committee only if invited by
the committee. A committee may invite or request that certain employees of the company or experts would participate in the
meeting. Chair of each committee should have the possibility to maintain direct communication with the shareholders. Cases
where such practice is to be applied should be specified in the rules regulating the activities of the committee.

COMMENT

Only Bank employees or other persons (experts) invited by the Committee may attend and participate in the meetings
of the Committees. The chairmen of the committees are enabled to communicate directly with the shareholders.

REPORT ON THE BANK'S GOVERNANCE
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Not
applicable

Yes

Yes

Yes

V' Principle. Nomination, remuneration and audit committees

5.2 Nomination committee

5.2.1. The key functions of the nomination committee should be the following:

1) to select candidates to fill vacancies in the membership of supervisory and management bodies and the
administration and recommend the collegial body to approve them. The nomination committee should evaluate the
balance of skills, knowledge and experience in the management body, prepare a description of the functions and
capabilities required to assume a particular position and assess the time commitment expected;

2) assess, on aregular basis, the structure, size and composition of the supervisory and management bodies as well as
the skills, knowledge and activity of its members, and provide the collegial body with recommendations on how the
required changes should be sought;

3) devote the attention necessary to ensure succession planning.

COMMENT

The main functions of the Bank's Nomination Committee are in line with this Recommendation.

Yes
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5.2.2. When dealing with issues related to members of the collegial body who have employment relationships with the company Yes
and the heads of the administration, the manager of the company should be consulted by granting him/her the right to submit
proposals to the Nomination Committee.
COMMENT
Consultations between the Nomination Committee and the Chief Executive Officer of the Bank take place through the
information and documents required for the decisions of the Nomination Committee which are prepared by the
Secretary of this Committee - Director of the Bank's Personnel Department who coordinated all the issues relating to
labour relations with the Chief Executive Officer.
V Principle. Nomination, remuneration and audit committees
5.3 Remuneration committee
The main functions of the remuneration committee should be the following: Yes
1) submit to the collegial body proposals on the remuneration policy applied to members of the supervisory and
management bodies and the heads of the administration for approval. Such policy should include all forms of
remuneration, including the fixed-rate remuneration, performance-based remuneration, financial incentive schemes,
pension arrangements and termination payments as well as conditions which would allow the company to recover the
amounts or suspend the payments by specifying the circumstances under which it would be expedient to do so;
2) submit to the collegial body proposals regarding individual remuneration for members of the collegial bodies and the
heads of the administration in order to ensure that they would be consistent with the company's remuneration policy
and the evaluation of the performance of the persons concerned:;
3) review, on aregular basis, the remuneration policy and its implementation.
COMMENT
The main functions of the Bank's Remuneration Committee are in line with this Recommendation.
V' Principle. Nomination, remuneration and audit committees
5.4 Audit committee
5.4.1. The key functions of the audit committee are defined in the legal acts regulating the activities” of the audit committee. Yes
COMMENT
The main functions of the Bank's Audti Committee are in line with this Recommendation.
5.4.2. All members of the committee should be provided with detailed information on specific issues of the company's Yes

accounting system, finances and operations. The heads of the company's administration should inform the audit committee
about the methods of accounting for significant and unusual transactions where the accounting may be subject to different
approaches.

COMMENT

As provided for the Provisions of the Audit committee the members of the committee must be provided with detailed
information regarding the specifics of the Bank's accounting, financial and operational activities. The Bank's
management staff and persons responsible for accounting and compilation of the financial statements has to inform
the Audit Committee of the methods of accounting for high value and non-conforming transactions, if the accounting
of these transactions can be managed by different methods as well as activities in preferential trade zones and / or
through specialist entities (enterprises, organizations) in order to find out whether such activity is justified.

7 Issues related to the activities of audit committees are regulated by Regulation No. 537/2014 of the European Parliament and the Council of
16 April 2014 on specific requirements regarding statutory audit of public-interest entities, the Law on the Audit of Financial Statements of the

Republic of Lithuania, and the Rules Regulating the Activities of Audit Committees approved by the Bank of Lithuania.
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5.4.3. The audit committee should decide whether the participation of the chair of the management board, the manager of the
company, the chief finance officer (or senior employees responsible for finance and accounting), the internal and external
auditors in its meetings is required (and, if required, when). The committee should be entitled, when needed, to meet the
relevant persons without members of the management bodies present.

COMMENT

Unless the Committee decides otherwise, the meetings of the Committee may be attended by the Chairman of the
Bank's Supervisory Council s and/or the members of the supervisory council who are not members of the Committee,
the Chairman of the Board and/or the members of the Board, the Chief Executive Officer (CEO), employees of the
Internal Audit Division or the auditor as well as external auditors.

In carrying out its duties, the Committee shall be entitled to use the assistance of third parties for the purpose of
conducting special investigations or other tasks and obtaining the necessary funding from the Bank. Agreements with
third parties concerning the carrying out of the aforementioned investigations or other tasks must be made subject to
the obligation of confidentiality of third parties.

5.4.4. The audit committee should be informed about the internal auditor's work program and should be furnished with internal
audit reports or periodic summaries. The audit committee should also be informed about the work program of external auditors
and shouldreceive from the audit firm a report describing all relationships between the independent audit firm and the company
andits group.

COMMENT

The Bank's Audit Committee, ensuring the effectiveness of the internal audit function, shall coordinate and periodically
assess the work of internal audit and discuss the results of inspections, assess, how the identified deficiencies are being
eliminated and internalaudit plans are being implemented, and, if necessary, take appropriate actions.

In supervising external auditors or audit firms, the committee shall be aware of the auditors' work programme including
the scope of assignments in the financial statements audit, the materiality level applied, and the process of identification
of significant risks.

5.4.5. The audit committee should examine whether the company complies with the applicable provisions regulating the
possibility of lodging a complaint or reporting anonymously his/her suspicions of potential violations committed at the company
and should also ensure that there is a procedure in place for proportionate and independent investigation of such issues and
appropriate follow-up actions.

COMMENT

Audit committee verifies if the Bank complies with the effective provisions concerning the possibility for employees to
submit complaints or anonymously report suspicions that significant violations are are made within the Bank and aims to
ensure that procedures are established for a proportionate and independent investigation of such issues and for the
necessary follow-up. The Committee also may demands information on major events and non-compliance events, or
whether they have been subject to appropriate measures in a timely manner.

5.4.6. The audit committee should submit to the supervisory board or, where the supervisory board is not formed, to the
management board its activity report at least once in every six months, at the time that annual and half-yearly reports are
approved.

COMMENT

The Bank's Audit Committee reports to the Supervisory Council once a year on submission of the financial statements
for approval to the Bank's General Meeting.

REPORT ON THE BANK'S GOVERNANCE

(Annex No. 1 to the Consolidated Annual Report for 2019)

Yes

Yes

Yes

No

164 /191



REPORT ON THE BANK'S GOVERNANCE

(Annex No. 1 to the Consolidated Annual Report for 2019)

- [ 4
$IAULIY =, BANKAS

VI Principle. Prevention and disclosure of conflicts of interest

The corporate governance framework should encourage members of the company's supervisory and
management bodies to avoid conflicts of interest and ensure a transparent and effective mechanism of disclosure
of conflicts of interest related to members of the supervisory and management bodies.

The corporate governance framework should recognize the rights of the stakeholders as established by law and
promote active cooperation between the company and its stakeholders in creating the company's well-being, jobs
and financial stability. In the context of this principle, the term "stakeholders” includes investors, employees,
creditors, suppliers, customers, the local community and others with interests in a particular company.

Any member of the company's supervisory and management body should avoid a situation where his/her personal interests are Yes
or may be in conflict with the company's interests. In case such a situation did occur, a member of the company's supervisory
or management body should, within a reasonable period of time, notify other members of the same body or the body of the
company which elected him/her or the company's shareholders of such situation of a conflict of interest, indicate the nature of
interests and, where possible, their value.

COMMENT

The recommendations are followed. This is ensured by the provisions of the rules of procedure of the supervisory
council and the board that a member of the supervisory council and the board must avoid activities that may cause a
conflict of interest and that he must disclose to the Bank any information that may or have arisen and keep the
information up to date.

VIl Principle. Remuneration policy of the company

The remuneration policy and the procedure for review and disclosure of such policy established at the company
should prevent potential conflicts of interest and abuse in determining remuneration of members of the collegial
bodies and heads of the administration, in addition it should ensure the publicity and transparency of the company's
remuneration policy and its long-term strategy.

7.1. The company should approve and post the remuneration policy on the website of the company; such policy should be No
reviewed on a regular basis and be consistent with the company's long-term strategy.

COMMENT

The Bank's Remuneration Policy as of the date of this report is approved by the Supervisory Council in accordance with
the applicable legislation. This policy is not published on the Bank's website. From the Bank's internal documents
regulating the remuneration system in the Bank, the Bank publishes only the rules for granting the Shares on the
website. From 2020 the remuneration policy will be approved by the general meeting of shareholders and published on
the Bank's website.

Art.20 of Law on Companies 1 (6) to pass a decision on Approval of the Remuneration Policy of Companies Listed on a
Regulated Market - this should be done during the General Meeting of Shareholders

7.2. The remuneration policy should include all forms of remuneration, including the fixed-rate remuneration, performance- Yes
based remuneration, financial incentive schemes, pension arrangements and termination payments as well as the conditions
specifying the cases where the company can recover the disbursed amounts or suspend the payments.

COMMENT

The Bank's Remuneration Policy, as adopted by the Supervisory Council at the time of writing this Report, practically
covers all forms of remuneration applied by the Bank.

7.3. With a view to avoid potential conflicts of interest, the remuneration policy should provide that members of the collegial No
bodies which perform the supervisory functions should not receive remuneration based on the company's performance.

COMMENT

At the time of writing this report, the remuneration policy of the Bank does not include any remuneration for the
members of the Supervisory Council. Members of the Supervisory Council may be paid tantiemes.
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7.4. The remuneration policy should provide sufficient information on the policy regarding termination payments. Termination
payments should not exceed a fixed amount or a fixed number of annual wages and in general should not be higher than the
non-variable component of remuneration for two years or the equivalent thereof. Termination payments should not be paid if
the contract is terminated due to inadequate performance.

COMMENT
At the time of writing this report, the Bank's remuneration policy does not regulate termination pay-outs.

7.5.Inthe event that the financial incentive scheme is applied at the company, the remuneration policy should contain sufficient
information about the retention of shares after the award thereof. Where remuneration is based on the award of shares, shares
should not be vested at least for three years after the award thereof. After vesting, members of the collegial bodies and heads
of the administration should retain a certain number of shares until the end of their term in office, subject to the need to
compensate for any costs related to the acquisition of shares.

COMMENT

The Bank's Remuneration Policy in force at the time of writing this report provides for a system of financial instruments
remuneration (in bank's shares), and the Bank's remuneration system documents provide for vesting of shares three
years after the initial appointment (through the Employee Options). For members of the Board and for the Chief
Executive Officer, retention of shares is not linked to the end of the term.

7.6. The company should publish information about the implementation of the remuneration policy on its website, with a key
focus on the remuneration policy in respect of the collegial bodies and managers in the next and, where relevant, subsequent
financial years. It should also contain a review of how the remuneration policy was implemented during the previous financial
year. The information of such nature should not include any details having a commercial value. Particular attention should be
paid on the major changes in the company's remuneration policy, compared to the previous financial year.

COMMENT

It will be applicable later, as only the 2020 general meeting should approve the Bank's remuneration policy in accordance
with the new provision of the Law on Companies set out in Art.20 Part 1(6).

7.7. ltis recommended that the remuneration policy or any major change of the policy should be included on the agenda of the
general meeting of shareholders. The schemes under which members and employees of a collegial body receive remuneration
in shares or share options should be approved by the general meeting of shareholders.

COMMENT

It will be applicable starting from the Ordinary General Meeting of Shareholders in 2020.
The General Meeting of Shareholders of 2019 approved the Rules for Granting Shares in accordance with the wording of
the Law on Companies at that time.

REPORT ON THE BANK'S GOVERNANCE
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No

No

No

No

VIIl Principle. Role of stakeholders in corporate governance

The corporate governance framework should recognize the rights of stakeholders entrenched in the laws or
mutual agreements and encourage active cooperation between companies and stakeholders in creating the
company value, jobs and financial sustainability. In the context of this principle the concept “stakeholders” includes
investors, employees, creditors, suppliers, clients, local community and other persons having certain interests in

the company concerned.

8.1. The corporate governance framework should ensure that the rights and lawful interests of stakeholders are protected.
COMMENT

The Bank identifies employees, shareholders, customers, suppliers and partners, regulators, communities and the
public, associates and the media as key stakeholder groups. The rights and legitimate interests of all these groups are
respected, and this is more fully disclosed in the Social Responsibility Report.

Yes
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8.2. The corporate governance framework should create conditions for stakeholders to participate in corporate governance in
the manner prescribed by law. Examples of participation by stakeholders in corporate governance include the participation of
employees or their representatives in the adoption of decisions that are important for the company, consultations with
employees or their representatives on corporate governance and other important matters, participation of employees in the
company's authorized capital, involvement of creditors in corporate governance in the cases of the company's insolvency, etc.

COMMENT

Depending on the stakeholder group, participation is made possible. This is explained in more detail in the Social
Responsibility Report.

One of the Bank's exclusive instruments is employee participation in the share capital through the payment of part of
the annual variable remuneration in the Bank's shares.

8.3. Where stakeholders participate in the corporate governance process, they should have access to relevant information.
COMMENT
Access to relevant information is always be available unless the information is confidential.

8.4. Stakeholders should be provided with the possibility of reporting confidentially any illegal or unethical practices to the
collegial body performing the supervisory function.

COMMENT

The Bank provides different channels for reporting to different stakeholder groups about illegal or unethical practices.
For employees - through the Bank's internal information system AIS, for shareholders - through investor relations
channels, for customers - through the Customer Information Center, etc..

REPORT ON THE BANK'S GOVERNANCE
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Yes
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IX Principle. Disclosure of information

The corporate governance framework should ensure the timely and accurate disclosure of all material corporate

issues, including the financial situation, operations and governance of the company.

9.1. In accordance with the company's procedure on confidential information and commercial secrets and the legal acts
regulating the processing of personal data, the information publicly disclosed by the company should include but not be limited
to the following:

9.1.1. operating and financial results of the company;
COMMENT
Disclosed quarterly in interim and annual financial statements.
9.1.2. objectives and non-financial information of the company;
COMMENT
Disclosed quarterly in interim and annual financial statements;

9.1.3. persons holding a stake in the company or controlling it directly and/or indirectly and/or together with related persons as
well as the structure of the group of companies and their relationships by specifying the final beneficiary.

COMMENT

Itis disclosed on the Bank's website and inits interim and annual reports. The acquisition or disposal of a stake is also be
publicly announced when the person or group of persons who have acquired or lost the stake inform the Bank thereof in
accordance with the established procedure;

9.1.4. members of the company's supervisory and management bodies who are deemed independent, the manager of the
company, the shares or votes held by them at the company, participation in corporate governance of other companies, their
competence and remuneration;

COMMENT

Itis disclosed on the Bank's website and in its interim and annual reports.

Yes

Yes

Yes

Yes
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9.1.5.reports of the existing committees on their composition, number of meetings and attendance of members during the last
year as well as the main directions and results of their activities;

COMMENT

The composition and activities of the Committees are disclosed in an annual report. The number of committee
meetings and attendance of members shall not be disclosed.

9.1.6. potential key risk factors, the company's risk management and supervision policy;

9.1.7. the company's transactions with related parties;
COMMENT

Itis disclosed on the Bank's website in accordance with the criteria established by legal acts and internal documents of
the Bank.

9.1.8.mainissues related to employees and other stakeholders (forinstance, human resource policy, participation of employees
in corporate governance, award of the company's shares or share options as incentives, relationships with creditors, suppliers,
local community, etc.);

COMMENT

Disclosed through internal and external communication channels.

In 2019, the Bank introduced a new brand strategy, visual identity and the slogan "Your bank - closer to you". The new
image highlights the Bank's strengths - close customer relationship, openness and flexibility. Siauliy Bankas created the
concept of image in cooperation with the design agency Andstudio.

9.1.9. structure and strategy of corporate governance;
COMMENT
Itis disclosed on the Bank's website and inits interim and annual reports.

9.1.10. initiatives and measures of social responsibility policy and anti-corruption fight, significant current or planned investment
projects.

Thislistis deemed minimum and companies are encouraged not to restrict themselves to the disclosure of information included
into this list. This principle of the Code does not exempt companies from their obligation to disclose information as provided for
in the applicable legal acts;

COMMENT
Disclosed in the Social Reponsibility Report.

9.2. When disclosing the information specified in paragraph 9.1.1 of recommendation 9.1, it is recommended that the company
which is a parent company in respect of other companies should disclose information about the consolidated results of the
whole group of companies.

COMMENT

The Bank discloses consolidated results for the Group as a whole through consolidated interim and annual reports and
consolidated annual report.

9.3. When disclosing the information specified in paragraph 9.1.4 of recommendation 9.1, it is recommended that the
information on the professional experience and qualifications of members of the company's supervisory and management
bodies and the manager of the company as well as potential conflicts of interest which could affect their decisions should be
provided. It is further recommended that the remuneration or other income of members of the company's supervisory and
management bodies and the manager of the company should be disclosed, as provided for in greater detail in Principle 7.

COMMENT

Information on the professional experience, qualifications and potential conflicts of interest of the Bank's Supervisory
Council, Board and Chief Executive Officer that could affect their decisions is disclosed.

The Consolidated Annual Report and the Consolidated Financial Statements disclose the total personnel costs, the
total amount of salaries paid to key executives of the Bank during the year.
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9.4. Information should be disclosed in such manner that no shareholders or investors are discriminated in terms of the method Yes
of receipt and scope of information. Information should be disclosed to all parties concerned at the same time.

COMMENT

Information to shareholders and investors to the same extent and simultaneously in Lithuanian and English languages
and publicly available on the Bank's website.

X Principle. Selection of the company’s audit firm
The company's audit firm selection mechanism should ensure the independence of the report and opinion of the
audit firm.

10.1. With a view to obtain an objective opinion on the company's financial condition and financial results, the company's annual Yes
financial statements and the financial information provided in its annual report should be audited by an independent audit firm.

COMMENT

The Bank's consolidated financial statements are audited and the financial information presented in the annual report is
audited by an independent firm of auditors in accordance with International Standards on Auditing as adopted by the EU.

10.2. Itis recommended that the audit firm would be proposed to the general meeting of shareholders by the supervisory board Yes
or, if the supervisory board is not formed at the company, by the management board of the company.

COMMENT

Both the Supervisory Council and the Management Board are formed at the Bank. Candidates of the audit firms are
selected by the Board, however before being proposed to the general meeting, thery are coordinated with the
Supervisory Council and the Audit committee.

10.3. In the event that the audit firm has received remuneration from the company for the non-audit services provided, the Yes
company should disclose this publicly. This information should also be available to the supervisory board or, if the supervisory
board is not formed at the company, by the management board of the company when considering which audit firm should be
proposed to the general meeting of shareholders.

COMMENT

The fee information for the audit firm for non-audit services (if any) would be disclosed publicly in the Bank's annual
consolidated statements. The Supervisory Council and Board have this information at their disposal.

Clause 3. Information on risk scope and risk management - describes risk management related to financial reporting,
risk mitigation measures and the internal control system in place.

More details are provided in the Financial Risk Management disclosure in notes to the financial statements for the year
2019 (page 33) and on the internal control system in the Consolidated Annual Report 2019 " (page 144).

Clause 4. Information on significant direct or indirect holdings.

As of 31 December2019 the following shareholdings have been declared in accordance with the procedure established
in the Law on Securities of the Republic of Lithuania and the Bank of Lithuania disclosure rules:

= European Bank for Reconstruction and Development (EBRD) holds 26.02% stake about acquisition of which
was announced on 21 December 2018.

= Algirdas Butkaus together with his controlled companies Aiva Trading House UAB and Mintaka UAB holds a
5.59% stake about acquisition of which was announced on 18 September 2019.

= Gintaras Kateiva togetherwithhis spouse Vilinda Kateiviene own a 5.29% stake, about acquisition of which was
announced on18 September 2019.

= Invalda INVL AB holding more than 5 per cent of the shares about acquisition of which was announced on17
September 2015. The size of the stock on the day of the notification was 6.79%, as of 31 December 2019,
together with the holding company INVL Asset Management UAB, this stock represented 6.14% of the Bank's
shares.
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Clause 5. Information on related party transactions as provided for in Article 372 of the Law on Companies (identifying
the parties to the transaction (legal form, name, code, register of the legal entity, register where the data concerning
this entity are collected and stored; natural person's name, address for correspondence) and transaction value).

Pursuant to the provisions of the Law on Companies of the Republic of Lithuania, the Board of the Bank approved the
"PROCEDURE FOR CONCLUDING TRANSACTIONS WITH PARTIES RELATED WITH THE BANK". This procedure
provide for Transactions having a significant impact on the Bank, the Bank's finances, assets and liabilities in this

procedure. Transactions are considered significant if their value is equal to or greater than 1/5 of the Bank's authorized
capital.

During 2019, the Bank published onits website two notices regarding significant transactions of parties related with the
Bank:

NOTIFICATION 27/02/2019

Transactions entered with SB Lizingas UAB, subsidiary of Siauliy Bankas AB
Company code 234995490, address Laisves Al. 80/Maironio G. 26 Kaunas.

Transaction information:
= Creditlimit EUR 37 000 000 (maturity - on 30/03/2020, interest rate 5 per cent)

= Creditlimit EUR 53 000 000 (maturity - on 30/03/2020, interest rate 5 per cent).

Credit transactions with the party related to Siauliy Bankas AB have been entered in the ordinary course of Siauliy
Bankas business under standard market conditions. According to the assessment of Siauliy Bankas AB, credit
transactions and credit transaction terms and conditions are fair and reasonable in relation to Siauliy Bankas AB and
its shareholders who are not parties to these credit transactions.

NOTIFICATION 14/10/2019

Transactions entered with SB Lizingas UAB, subsidiary of Siauliy Bankas AB
Company code 234995490, address Laisves Al. 80/Maironio G. 26 Kaunas.

Transaction information:
= Creditlimit EUR 16 000 000 (maturity - on 30/03/2020, interest rate 5 per cent)

= Creditlimit EUR 73 000 000 (maturity - on 30/03/2020, interest rate 5 per cent).

Credit transactions with the party related to Siauliy Bankas AB have been entered in the ordinary course of Siauliy
Bankas business under standard market conditions. According to the assessment of Siauliy Bankas AB, credit
transactions and credit transaction terms and conditions are fair and reasonable in relation to éiauliq Bankas AB and
its shareholders who are not parties to these credit transactions.

Clause 6. Information on and description of shareholders having special control rights.

There are no shareholders with special control rights in the Bank.

Clause 7. Details of any existing restrictions on voting rights, such as restrictions on the exercise of voting rights by a
certain percentage or number of persons, the time limits by which voting rights may be exercised or the systems by
which ownership of the securities is separated from the shareholder.

As of 31 December 2019 The Bank was not aware of any restrictions on the voting rights attaching to the Bank's shares,
the time limits for exercising the voting rights, or any voting rights attached to the shares by any of the systems.

Clause 8. Information on the rules governing the election and replacement of the members of the Board as well as
amendments to the Charter of the Company.

The rules of procedure of the Board shall determine the work of the Board. The members of the Board are elected,
recalled and supervised by the Bank's Supervisory Council. The members of the Board are elected in compliance with
the provisions of the Assessment Policy of Top Managers. The assessment survey is completed in accordance with it
and the assessment survey with the assessment results are submitted to the Bank's Nomination Committee. Only
after the Nomination Committee approves the assessment of the assessed person (Applicant to the Top
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Management) it canbe provide to the nominating/electing person/body for the final decision regarding his/her eligibility
to take arespective office at the Bank.

Clause 9. Information on the powers of board members.

The Board of the Bank is a collegial management body of the Bank consisting of 7 (seven) members. It manages the
Bank, managesits affairs andis responsible for the execution of the Bank's financial services in accordance with the law.
The term of office of the Board shall be four years and the number of terms is not limited. If individual members of the
Board are elected, they are elected until the end of the term of office of the existing Board.

The Bank's Board shall consider and approve:

= the Bank's annual report;

= the structure of the Bank management and positions; posts in which persons are employed only by holding
competitions;

= regulations of the branches, representatives and other separate subdivisions of the Bank;

= order of the Bank's loans granting, following the loan granting policy, approved by the Supervisory Council;
= orderofissuing guarantees, securities and taking of other liabilities;

= order of writing-off of the loans and other debt liabilities;

= regulations of the Loan Committee and Risk Management Committee of the Bank;

= alsothe shall elect (assign) and remove from office the Chief Executive Officer and his deputies. The Board shall
determine the remuneration of the Chief Executive Officer, other terms and conditions of the labour contract,
approve his job description, promote him and impose penalties;

= alsothe determines the information to be considered commercial secret of the Bank.
The Board shall adopt:

= decisions on the Bank becoming the incorporator and/or member of other legal entities;

= decisions on opening branches, representatives and other separate subdivisions of the Bank as well as on
cancellation of their activities;

= decisionsontheinvestment, transfer orlease of long-term assets the balance-sheet whereof amounts to over
1/20 of the Bank's authorized capital (calculating separately for each kind of transaction);

= decisions on the mortgage or hypothec of long-term assets the value whereof amounts to over 1/20 of the
Bank's authorized capital (calculating separately for each kind of transaction);

= decisions on offering guarantee or surety for the discharge of obligations of other entities, when the amount
of the obligations exceeds 1/20 of the Bank's authorized capital;

= decisions on the acquisition of long-term assets the price whereof exceeds 1/20 of the Bank's authorized
capital;

= decisions onissuing of non-convertible bonds;
= Boardwork regulation;

= decisions on other matters it has to consider or solve under the Laws or Charter of the Bank.
The Board shall set:

= terms for sharesissue of the Bank;

= orderforissue of the bonds of the Bank. When the General Meeting decides on the issue of convertible bonds,
the Board shall have the right to determine additional terms and conditions of their issue and approve the
subscription agreements to which the Head of the Bank or a person authorized by the Bank is entitled to sign:;

= order and cases of employment in the Bank, when the employees are engaged with the Board's approval.

The Board shall execute resolutions passed by the Meeting and Supervisory Council.
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The Board shall analyse and evaluate the material submitted by the Chief Executive Officer on:

= implementation of the Bank's activities strategy;
= arrangement of the Bank's activities;
= the Bank's financial position;

= results of economic activities, income and expenditure estimates, stock-taking data and other records of
valuables.

The Board also analyses, evaluates and prepares the Bank's annual financial statements and draft for profit(loss)
allocation for the Supervisory Council and the General Meeting of Shareholders, as well as resolves other issues of the
Bank's activities if they are not assigned to the competence of other Bank's bodies.

The Board s responsible for convening and preparation of the General Meetings of Shareholders in a timely manner.
Clause 10. Information on the competence of the general meeting of shareholders, rights of shareholders and their

implementation, if not provided by law.

The General Meeting of Shareholders shall be convened annually, at the latest within 3 months after the end of the
financial year. Extraordinary General Meetings of Shareholders may also be convened. The Board of the Bank, the
Supervisory Council and the shareholders having at least 1/10 of all votes have the right to convene the Meeting. The
Law on Companies of the Republic of Lithuania provides for cases where other persons may convene the General
Meeting of Shareholders.

The General Meeting of Shareholders is organized, voting is carried out, decisions are made in accordance with the
procedure established by the Law on Companies of the Republic of Lithuania. If the meeting cannot be held due to the
absence of a quorum (more than 1/2 of all votes), a repeated meeting of shareholders shall be convened, where only
the agenda of the failed meeting is valid.

Exclusively the General Shareholders’ Meeting shall:

= amend Charter of the Bank, except in cases, provided by the laws;
= change the Bank's headquarters;

= elect members of the Supervisory Council;

= recallthe Supervisory Council or its individual members;

= elect and recall the audit firm to audit the annual financial statements, sets the terms of payment for audit
services;

= approve set of annual financial statements of the Bank;
= setclass, number, par value and minimum issue price of the shares, issued by the Bank;
= passaresolutionregarding:

= issues of convertible bonds;

= cancelling the preference right to purchase shares or convertible bonds of the Bank of a given emission
to all of the shareholders;

= conversion of the Bank's shares of one class into another, approval of the conversion order;
= Allocation of profit (loss);

= making, use, reduction and cancellation of reserves;

= increase of the authorized capital;

= reduction of the authorized capital, except of the cases, provided by the laws;

= acquisition of the the Bank's own shares;

= approval of the rules for granting shares to employees and / or members of the bodies;

= reorganization or of the Bank and approving terms of such reorganization or demerge; except of the
cases, provided in the Law on Companies of the Republic of Lithuania;
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= restructures of the Bank;
= ligquidation of the Bank, cancelling of liquidation, except cases provided by the laws;

= Selecting and cancelling the Bank's liquidator, except cases, provided by the laws.

Clause 11. Information on the composition of the management, supervisory bodies and their committees, areas of
their and company head's activity.

The Supervisory Council of the Bank is a collegial body supervising the activities of the Bank. The Supervisory Councilis
chaired by the Chairperson. The Bank's Supervisory Council, consisting of seven members, is elected by the General
Meeting of Shareholders for a period of four years. The members of the Supervisory Council are proposed to the
meeting by the initiators of the meeting or shareholders holding 1/20 of the Bank's shares.

Candidates are proposed before or during the meeting. Each candidate for membership of the Supervisory Council
shallinform the General Meeting of his / her duties and responsibilities, as well as his / her other activities related to the
Bank and other legal entities related to the Bank.

For the election of the members of the supervisory council, each shareholder shall have the number of votes
attributable to the shares he holds and the number of members of the supervisory council elected. These votes are
distributed at the shareholder's discretion, for one or more candidates. The candidates who obtain the most votes shall
be elected.

1 (one) independent member was elected to the Supervisory Council for this term. The Charter of the Bank provide
that the term of office of a member of the Supervisory Council shall not be limited.

The functions of the Supervisory Council are as follows:

= electmembers of the Board and remove them from office, make recommendations to the Board regarding the
candidature for the Chairman of the Board. The remuneration and other terms and conditions of employment
of the members of the Board who hold other positions in the Bank, the Chief Executive Officer and his / her
deputies shall be subject to the prior approval of the Supervisory Council. If the Bank is operating at aloss, the
Supervisory Council must consider whether the members of the Board are suitable for the position;

= elect members of the Internal Audit Committee;
= supervise activities of the Board and the Chief Executive Officer;

= supervise the implementation of business plans of the Bank, analysis the Bank's income and expenses, own
investments and capital adequacy issues;

= adopt Supervisory Council's work regulation;

= approve business plans of the Bank and annual budget;

= approve any type of policies related to the Bank's activities including the risk management policy;
= ensure the effective internal control system in the Bank;

=  make proposals and comments to the General Shareholders' Meeting on the Bank's work strategy, the Bank's
annual financial statements, draft of the profit (loss) distribution and the report on the Bank's activities as well
as activities of the Board and the Chief Executive Officer of the Bank;

= approve loan granting policy and set order of borrowing subject to Supervisory Council's approval;

= make proposals tothe Board and the Chief Executive Officer to cancel their resolutions that contradict the laws
and other legal acts, this Charter or resolutions of the General Meeting of the Shareholders;

= set the list of transactions and resolutions, making or implementation of which is subject to the Council's
approval;

= adoptresolutions, assigned to the Supervisory Council's competence according to the orders, approved by the
Supervisory Council; such order shall be adopted by the Council following the laws, this Charter or resolutions
of the General Meeting of Shareholders;

= consider other matters, subject toits consideration or solution, provided for in the laws of this Charter orin the
resolutions adopted by the Meeting which are subject to discussion and resolution of the Supervisory Council.
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Chief Executive Officer is a single person management body of the Bank who arranges everyday activities of the Bank
and performs other actions necessary to perform his functions, to implement the decisions of the Bank's bodies and
to ensure the Bank's activities.

Functions of the CEO:

= toarrange everyday activities of the Bank;

= to engage and discharge employees, make work contracts with them and terminate them, induce them and
impose sanctions. The CEO is entitled to authorize another Bank employee to perform actions listed therein;

= torepresentthe Bankinits relations with other persons, in court and arbitrage without special authorization;
= tograntandcancel powers of attorney and procurements;

= {oissue orders;

= toperform other actions, necessary to perform

Chief Executive Officer is responsible for:

= arrangement of the Bank's activity and implementation of its aims;
= making of annual financial statements and preparation of the Bank's annual report;
= of acontract with the audit company;

= delivery of information and documents to the Meeting, Board and Supervisory Council in the cases, provided
forinthe laws or upon request;

= delivery of the Bank's documents and data to the custodian of the Register of Legal Entities;
= delivery of the documents to the Securities Commission and to the Central Securities Depository of Lithuania;

= publication of the information, prescribed by the laws and other legal acts, in the media sources stated in this
Charter;

= information delivery to the shareholders;

= execution of other duties, prescribed by the laws and legal acts, this Charter and Staff regulations of the Chief
Executive Officer.

The Chief Executive Officer of the Bank shall act on behalf of the Bank and shall have the right to conclude transactions
unilaterally, except as provided for in the Bank's Charter or decisions of the Bank's bodies.

The General Meeting of Shareholders of the Bank shall be attended by the Chief Executive Officer and members of the
Board and the Supervisory Council. In 2019, Vytautas Sinius, CEQ, Vita Adomaityte, Head of the Bank's Accounting and
Tax Division, as wellas members of the Supervisory Council participated in the General Meeting of Shareholders. At the
meeting, shareholders had the opportunity to give the guestions to the Bank's management directly.

More information on the composition of the management bodies and committees is available in the section "Bank’s
Management" of the Consolidated Annual Report 2019.

Clause 12. The selection of the chief executive officer, members of the management body and supervisory bodies shall
be subject to a diversity policy covering aspects such as age, gender, education, professional experience, description,
objectives, methods of implementation and results for the reporting period. If the diversity policy is not applied, the
reasons for the exclusion shall be explained.

The Bank does not apply the Diversity Policy, as the Bank is guided by internal documents such as the Code of Conduct
which states that no forms of inequality, violence, psychological or similar pressures or forms of discrimination are
tolerated.

Clause 13. Information on all the agreements between the shareholders (their substance, terms).

The Bank does not have any information about any mutual agreements between the shareholders related to the Bank's
shares effective as of 31 December 2019.

This does not mean that the Bank may not be aware of certain agreements between two banks' clients (owning the
Bank's shares) on other issues - the Bank does not deem necessary to disclose such agreements therein.
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A REPORT ON SOCIALLY RESPONSIBLE
ACTIVITIES FOR THE YEAR 2019

developed in compliance with the standard of

the global responsibility initiative
(Annex No. 2 to the Consolidated Annual Report for 2019)

About the report
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Since 2008, Siauliy Bankas has been a member of the "Global Compact" initiated by the United Nations. In its Social
Responsibility Report, the Bank follows the principles of the Global Compact and, for the third time this year, reports
basing on the recommendations of the Global Reporting Initiative (GRI).

Since 2010, the Bank has provided comprehensive Corporate Social Responsibility Reports, which are publicly available
on the Bank's website under the heading "Social Responsibility" and "Global Compact”. This report presents the social
responsibility report of Siauliy Bankas for January-December 2019.

The present Corporate Responsibility Report presents the Bank's relationship with employees, customers and the
community in the areas of environment and responsibility.

Any guestions or comments regarding the report on socially responsible activities should be addressed by sending an
email to komunikacija@sb.It


mailto:komunikacija@sb.lt
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Vytautas Sinius,

the Chief Executive Officer of Siauliy Bankas

S

SOCIALLY RESPONSIBLE
ACTIVITY REPORT 2019

(Annex No. 2 to the Consolidated Annual Report for 2019)

The CEO's word

Every day we strive to be closer to our customers, closer to
our communities and closer to Lithuania. We are a Lithuanian
bank and we are proud of it! Our efforts and achievements are
related to and influence the people of our land. By providing
financial services to our clients, we undoubtedly contribute to
their well-being, realisation of their ideas and ambitions.

Siauliy Bankas is much more than a financial institution: for our
clients we are creators of new opportunities, for the society we
are the employer, creating jobs not only in the major cities of
the country, but also in the towns. For communities, we are a
supporter of initiatives. Well, for the employees, we are a
partner for self-realisation, providing the opportunity to grow
with professional knowledge and implementing a wide variety
of projects.

Unlike other market players, we respond to the needs of the
public by taking the position not to close customer service
units, but rather to investin their renovation.

We are happy to be a part of our society, but we are also aware
of our responsibilities. Socially responsible activities give
meaning to our work.

Inthe 2019 Corporate Social Responsibility Report, you can
find out about the approach of Siauliy Bankas to sustainable
activities and the specific work that we have done being closer
to Lithuania

GRI
102-14

Strategy and analysis

Main Impacts, Risks and Opportunities

The Bank continually assesses potential risks and
opportunities, taking into account the nature and long-term
strategy of the group companies. We are responsible and
accountable to supervisors as well as to investors and our
clients.

Economics

Every day the Bank contributes to the growth of the
Lithuanian economy. By offering a wide range of financing
instruments for small and medium-sized businesses, the
Bank aims to promote the development and growth of
these businesses. As a major partner of apartment building
renovationin the country, the Bank contributes to energy
efficiency increase projects.

Social Sphere

In order to contribute to the well-being of society, Siauliy
Bankas supports cultural, financial literacy, sports and social
initiatives. It also encourages entrepreneurship among the
population and regularly reports on business development
opportunities.

Environment

The Bank aims to consistently reduce the amount of
resources it consumes, preserve the environment, and
encourage staff to use reusable tools in their daily
operations.

GRI
102-15
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Established in 1992, Siauliy Bankas is a sustainably
and stable growing financial institution with a
diversified shareholder base distributed among
Lithuanian and foreign shareholders, including the

European Development and Reconstruction Bank,

which owns 26 percent of the Bank's shares.

By providing professional financial services to
private and corporate clients, the Bank strives to
be areliable, flexible and attentive financial partner
thatis committed to growing the country's
potential as well as the well-being of its citizens
and businesses.

SOCIALLY RESPONSIBLE
ACTIVITY REPORT 2019

(Annex No. 2 to the Consolidated Annual Report for 2019)

Description of the company
Priority fields of activities of the Bank:

business financing;
consumer financing.

Services for private and business clients:

Bank service plans for a set monthly fee (for Private
Customers);

opening and administration of bank accountsin
euro and foreign currency for Lithuanian and
foreign clients;

transfer of funds in euro and foreign currency to
accounts with banks operating in Lithuania and
abroad;

collection of utility bills and other contributions;
electronic invoice service, periodic and escrow
payments;

account managementin an online banking system;
mobile banking services;

issuance and administration of payment cards;
provision of various short- and long-term credits;
foreign currency exchange trading;

conclusion of various types of deposit agreements;
investment services:

brokerage of securities transactions on stock
exchanges;

OTC trading of securities;

consultancy with regard to the issue, acquisition
and transfer of securities;

accounting for shares issued by companies;
issuance of debt securities;

preparation of prospectuses for the emissions of
securities;

other investment services;

distribution of commemorative coins, numismatic
sets, etc.

GRI
102-1

GRI
102-2
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Headquarters GRI
The Bank's head office is located in Siauliai. 1023
Location of the Performance of Operation Activities GRI
The Bank's branches operate in the main Lithuanian cities and regional centres, which are financially active. Banking | 102-4
services are provided throughout Lithuania.
GRI
Ownership and Legal Form
. 102-5
Siauliy Bankas is a public limited liability company.
Served Markets CRI
102-6

Banking services are provided in the Republic of Lithuania.
The Scale of the Organisation
In 2019, the Bank Group generated EUR 51.5 million in unaudited net profit. Compared to 2018, last year's typical
operatingincome of the Bank Group grew by 16 percent.
Sharesissued by the Bank are included in the Nasdag indices. On 31 December 2019, the number of the Bank's
shareholders was 5391.

20.000 17.1

14.2 14.8 15.2
13.2 13.6 13.8
15.000 11.2
10.000 58 5.4
5.000 3-6 1.8 1.6 1.9 1.9
0.000
-5.000 -1.3
2018Q1 2018 Q2 2018Q3 2018 Q4 2019 Q1 2019 Q2 2019 Q3 2019 Q4
B Recurring activity result Non-recurring activity result

Information on Employed Personnel and Other Workers GRI
On 31 December 2019, the Bank had 737 employees, together with Bank Group companies - 831 employees. 102=7
On 31 December 2019, 80 percent of the Bank's employees were women and 20 percent men. GRI
Precautionary Principle or Method 102-8
Refer to the report criterion 102-30. GRI
More information is available in the Part “Financial Risk Management” of the Explanatory Notes to the Financial 102-11

Statement for the Year 2019.

Distribution of the Group employees Distribution of the Group employees
by education,% by age.%
2 <30years

. University
. Secondary
. College

. Special secondary

. 31—-40years
. 41-60years
. 51-60years

. > 60years
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External Initiatives GRI
Since 2010 Siauliy Bankas is a participant of the United Nations initiative "Global Compact". 102-12
Membership in Associations GRI
Organisations, associations and associate structures in which the Bank participates: 102-13

Association of Lithuanian Banks

Society for Worldwide Interbank Financial Telecommunication (SWIFT)
Nasdaq Baltic Stock Exchanges (Nasdaq Vilnius, Nasdaq Riga, Nasdaq Tallinn)
MasterCard Worldwide international organisation of payment cards
ISACA

Lithuanian Confederation of Employers

Siauliai Chamber of Commerce, Industry and Crafts

Siauliai Association of Industrialists

Kelme District Business Association

Klaipeda Chamber of Commerce, Industry and Crafts

Klaipéda Association of Industrialists

Mazeikiai Business Association

Akmene District Business Association

Kaunas Chamber of Commerce, Industry and Crafts

Panevezys Chamber of Commerce, Industry and Crafts Utena Branch
Tauragé County Business Association

Panevezys Chamber of Commerce, Industry and Crafts

Vilnius Chamber of Commerce, Industry and Crafts

Silale District Business Union

Lithuanian Association of Financial Brokers

Association of Human Resource Management Professionals
BNIRecommendation Marketing Service

Ethics and integrity

The Bank's four sustainable values (trust, professionalism, GRI
respect, responsibility) were purified by the employees of 102-16
the bank who attended the 2014 Global Banking

Conference.

Since 2015, a value game has been playing in the bank to
make it easier to understand and adopt bank values and
behaviours that describe them. Its purpose is to identify the
behaviours most in line with the bank's values in everyday
situations. The game of values encourages employees to
collaborate, exchange views and make joint decisions. All
new bank employees play such a game during Newbie's
Days, which are held quarterly.

The Bank follows the Code of Ethics - it does not tolerate

The employees of the bank follow three basic sets any form of inequiality, violence, psychological or similar

of principles in their daily activities: pressure manifestations or forms of discrimination at work.
= Bankvalues The Bank has implemented a common anonymous
= Code of Ethics reporting intranet channel designated to the Compliance
= Customer Service Standard Officer, through which any employee canreport any breach

of regulatory requirements happening in the bank. Such
reportisinvestigated and, if confirmed, prompt actions are
taken to remedy the breach.

The customer service standard defines employee
behaviours in customer service.
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Management Structure

General Meeting of Shareholders

Supervisory Council - collegial supervisory
body

Management Board — collegial management
body

Chief Executive Officer — sole management
body

SOCIALLY RESPONSIBLE
ACTIVITY REPORT 2019

(Annex No. 2 to the Consolidated Annual Report for 2019)

Consultation Mechanisms and Ethical Issues

The Bank has mechanisms for anonymous reporting to the
Compliance Officer and to the Chairman of the Bank's
Nominating Committee. Anonymous messages can be
submitted at any time during the day on the bank's intranet
site. The mechanism for reporting to the Compliance
Officeris designated to notify about any possibly unlawful
actions of the employees of the Bank Group (including also
managers) - theft of the property of the bank, its clients,
partners, employees, fraud, misuse of office position,
conflicts of interests, allegations of non-compliance with
the provisions of the Bank's Code of Ethics or other internal
legal acts of the Bank, etc. The Bank's Compliance and
Prevention Departmentis responsible for this mechanism.

The Notification to the Chairman of the Nomination
Committee provides an opportunity to confidentially (albeit
anonymously) report any committed or suspected violation
of the opinion of an individual member of the Bank's body or
of a small group of members that could harm the Bank's
interests.

All communications are confidential and anonymous upon
request. Allnew bank employees are introduced to the
reporting channels during newbie training.

Information on ethical and unethical behaviour is provided in
the Code of Ethics of the Bank.

No reports were received during the year 2019.

GRI
102-17

GRI
102-18

Management of the company

Composition of the Supreme Management Body and its
Committees

Members of the Management Board of the Bank:

Algirdas Butkus — Chairman of the Board
Vytautas Sinius

Donatas Savickas

Daiva Soriené

Vita Urboniené

Jonas Bartkus

llona Baranauskiené

The Bank has Risk Committee, Audit Committee,
Nomination Committee, Remuneration Committee, Loan
Committee, Risk Management and Regional Loan
Committees.

More details are available in the sections "Management of
the Bank" and "Members of the Committees Established in
the Bank and Their Activities" in the Annual Report

Chairman of the Supreme Management Body

The Chairman of the Management Board of the Bank is
Algirdas Butkus.

Nomination and Election of the Supreme Management Body

The members of the Management Board are elected,
recalled and supervised by the Bank's Supervisory Council.
The term of the office of the Management Board shall be
four years. The number of the terms of office shall be
unlimited. If individual members of the Management Board
are elected, they shall be elected until the end of the term of
office of the existing Board.

GRI
102-22

GRI
102-23

GRI
102-24
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Conflicts of interests GRI
Members of the Bank's Supervisory Council and the Management Board act in the interest of the Bank and its 10225
shareholders, avoiding conflicts of interest. All transactions with the Bank's executives are made at market conditions. GRI
The Rules of Procedure of the Bank's Board of Directors state that a member of the Management Board must avoid | >
activities that may cause a conflict of interests. Before taking up his duties, a member of the Management Board must
disclose all information to the Bank which may give rise to a conflict of interests and keep this information up to date. A GRI
member of the Management Board shall not have the right to vote and participate in the meeting of the Management 102-27
Board when dealing with the issue related to his / her activities on the Management Board or regarding his / her liability.
Likewise, when the Management Board is dealing with matters that a member may have aninterest in, or when the Bank

. . Ny GRI
may be in danger due to the lack of objectivity of the Board member. 102-28
The Role of the Supreme Management Body in Defining Purpose, Values and Strategy

GRI

The Management Board analyses and evaluates the material submitted by the CEO of the Bank on the implementation | , . .,

of the Bank's business strategy and organisation of the Bank's activities.
More detailed information is available in the section "Related Party Transactions" of the Annual Report.
The Collective Knowledge of the Supreme Management Body

Board members regularly attend the most important economic conferences in the country. Once a year thereis a
strategic top management session where the members of the Management Board and the Supervisory Council hear on
topics ranging from global economic trends to socio-demographic environments, innovation, strategic management,
etc.

The Assessment of the Performance of the Supreme Management Body

The Bank's Nomination Committee shall assess the structure, size, composition and performance of the Bank's
management bodies on an annual basis and make recommendations for changes, as appropriate. The assessment of
the management bodies shall be presented in the annual report of the Nomination Committee. One of the functions of
the Nomination Committee is also to regularly assess the skills, knowledge and experience of individual directors and
report to the collegial body.

Identification and Management of Economic, Environmental and Social Impacts

Economic, environmental and social impacts are assessed at top management level when planning the company's
activities.

The Role of the Supreme Managing Body in Sustainability GRI
Reporting

102-30
The report is reviewed by the Manager of Administration of
the Bank. GRI
102-32

Risk Management Process Efficiency

The Bank analyses, assesses, assumes and manages the
risks or groups of risks it faces in its operations.

The risk management policy adopted by the Bank's
Supervisory Council and the risk management process
developed on the basis thereof, helps to ensure the integrity
of the risk management process within the Group.

Every year Siauliy Bankas' Group of Enterprises
carries out self-assessment. This process analyses
the types of risks that may arise from banking
activities and have a significant impact on the

The purpose of the risk management policy is to define the
risks and the principles of the management thereof in the

Bank's Group. The main types of risks faced by the
Group are the following: credit, market, liquidity,

concentration, operational,
risks.

IT and compliance

More details are available in The section Financial
Risk Management of the Explanatory Note to the
Financial Statements 2019.

activities of the Group. Whereas various risks faced by the
Group are interdependent, their managementis centralised.
For this purpose, the Bank has a Risk Management
Committee. One of the main goals of the Bank's Risk
Management Committee is to organise and coordinate the
risk management system. The Group reviews its risk
management procedures and systems regularly, at least
annually, in the light of market developments, new products,
and newly emerging best practice principles.
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Employees

Remuneration Policy GRI
Remuneration for employees at the Bank is determined by 102-35
the Remuneration Policy, Procedure for Awarding Bonuses,

Procedure for Allocation, Calculation and Payment of GRI
Variable Remuneration, Rules for Calculation and Payment 102-36

of Wages and Related Benefits, Rules of Procedure and
other internal legislation.

Section "Remuneration Policy” in the Annual Report
Process for Determining Salaries

Since 2017, the Bank has beenrelying on the Korn Ferry Hay
Group methodology, which is based on salary scales for
specific job levels determining salaries. The margins are
determined by looking at the national market as a whole, also
taking into account regional differences (except for
managerial positions). This allows the internal and external
justice of the remuneration to be assured.

Engagement of stakeholders

The List of Stakeholder Groups GRI
102-40
Stakeholders Methods of Engagement
Employees = Socialinitiatives;

= Suggestion making and implementation possibilities. Possibility to notify the
compliance officer;

=  Annual activity discussion interview;

=  TheBank'sintranet;

= Events.

Shareholders " Regular reports;

= Performance presentations to investors;

= Meetings of shareholders.

Customers = Customer service quality research;

= Communication in social networks;

=  TheBank's website;

=  Events for customers.

Suppliers and partners = Attendance at meetings.
Regulatory authorities = Regularreports;
= Attendance at meetings.
Communities, society . Sponsorship and support projects;
. Educational activities.
Associated structures = Corporate Social Responsibility Report.
The media = Pressreleases;
=  Comments;
= Events;
=  Meetings.
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|dentification and Selection of Stakeholders GRI

Stakeholders have been selected in consideration of the nature of the activities of the organisation and on who or what 102-42

the organisation can make direct or indirect influence as well as who or what makes influence on the organisation. GRI

Approach for Stakeholder Engagement 102-43

Customer feedback is sought through Mystery Shopper and Net Promoter Score (NPS) surveys. Customer feedback is
sought through Mystery Buyer Surveys, Customer Referral Index (NPS Indicator) Surveys and Customer Service Quality
Surveys as well as Employee Sales Skills Surveys in the Lithuanian Commercial Banking Sector.

The Mystery Shopper Survey evaluates the quality of customer service at the bank's branches. The study assesses
where customer service needs to be improved and where employees are performing flawlessly. The survey data is used
as a basis for the annual training of customer service managers.

The purpose of the NPS indicator survey is to find out how private and business customers value Siauliy Bankas. During
the year 2019, two NPS studies were conducted. One was carried out by an external company and the other by
responsible employees of the bank.

The purpose of the survey on customer service quality and employee sales skills in the Lithuanian commercial banking
sector is to measure and compare the fulfilment of key customer service quality criteria in the Lithuanian commercial
banking sector, to identify the strongest and weakest service areas and to evaluate customer service quality trends.
The 2019 mystery buyer survey was conducted once by an external company.

Other ways of stakeholder engagement are presented in the section Indicator 102-40

Main Topics and Issues Raised GRI

“ 102-44
In 2019, for the second year in a row, Siauliy Bankas became the best customer service bank. Customer service quality

is rated at 94.9 percent and outperforms the market average by more than 12 percent.
Average 82.7%

I - 0%

The survey revealed the strengths and areas for improvement in customer service, with the best performing units
being encouraged by awards.

According to the NPS indicator survey, lots of customers were satisfied with the banking services, and electronic
banking was the most frequently identified as the area for improvement. The NPS figure was 65in 2019 and 601in 2018.

Corporate clients 9 63 NPS
. Promoters
Private clients 4 68 . Detractors
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Defining the Boundaries of the Report Content and
Topics

The report selects those topics and criteria for
which the bank collects data and which can be
precisely evaluated. New, additional criteria are
measured each year.

The List of Important Topics

The socially responsible activities of the Bank
aiming at improving the quality of life in Lithuania,
promoting sustainable economic development and
the environment are focused on the areas where
the Bank can and does strive to make a positive
impact, i.e.:

employees;

customers of the Bank;
environmental protection;
communities and general public.

Thisreport covers topics relevanttoallthese areas.

Reporting Period
The reportis for the year 2019.
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Parameters of the report

Entities Included in the Consolidated Financial Statements
Subsidiaries of the Bank
Directly controlled subsidiaries:

= SBLlizingas UAB (financial lease, consumer loans)

= Siauliy banko lizingas UAB (financial lease and
operating lease)

= Siauliy bankas Property Fund UAB (Real Estate
Management)

= SBTF UAB (real estate and movable property
management, administration)

= Minera UAB (real estate management)

= Pavasaris UAB (development of the quarter of
Multi-Apartment Buildings)

= Bonum Publicum UAB (life insurance)

= Sjauliy Bankas Investment Management UAB
(Investment Management)

Indirectly controlled subsidiaries:

= UAB Sandworks (real estate management)
= Apzeldinimas UAB (landscaping, environmental
management)

More detailed information is available in the section "Group
of the Bank's Enterprises” of the Annual Report

Date of the Latest Report

Since 2017, the Bank has been reporting under the Global
Reporting Initiative (GRI) standard. This report is the third.

Reporting Cycle

A report on socially responsible activities is prepared
annually.

Contact Point for Questions Related to the Report

Questions and comments regarding the report on socially
responsible activities can be submitted by e-mail
komunikacija@sb.lt.

Notifications on Reportingin Compliance with GRI standards

The present report has been developed in compliance with
the basic version of the GRI standards.

External Inspection

The present report is audited.

GRI
102-45

GRI
102-46

GRI
102-47

GRl
102-50

GRI
102-51

GRI
102-52

GRI
102-53

GRI
102-54

GRl
102-56
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Economic efficiency

Direct Economic Value Created and Distributed GRI
Basing on performance results, the Annual General Meeting 201-1
decides on whether to pay dividends to shareholders.
Data on dividends paid by the bank:
Year, for which dividends
are paid 2016 2017 2018
Percentage of face value 1.72 1.72 10
Amount of dividend per 0.005 0.005 0,029
share, Eur
Dividend Amount, Eur 1887 442 2264938 17421064
Dividend to Group Net
Profit Ratio, Percentage 43 = 330
Significant Indirect Economic Impact GRI
. . . . 203-2
Small and Medium Business Financing
One of the priority activities of the Bank is financing of small and medium businesses. In developing this area of activity, GRI
the Bank also promotes the development of small and medium-sized enterprises (SMEs). The Bank actively uses a 204-1

variety of financial engineering instruments to provide financing to companies that would not be able to obtain normal
credit, thereby contributing to their growth.

Of all banks operating in Lithuania, Siauliy Bankas has the most products with the European Union instruments
administered by Invega UAB: a shared risk instrument for SME financing, various portfolio guarantees for SME loans,
factoring and leasing.

Renovation of Multi-Apartment Buildings and Regional Development

The Bank aims to promote economic development in the country's regions and to reduce differences between them.
One of the measures is financing of renovation (modernisation) of multi-apartment buildings. A large number of multi-
apartment building renovation projects are taking place outside major cities. These projects involve the companies
administering the buildings and the construction contractors, and create jobs in the regions.

Siauliy Bankas is the leader in financing of the renovation of multi-apartment buildings - 2 out of 3 multi-apartment
buildings renovated in Lithuania are financed by Siauliy Bankas. At the end of 2018, Siauliy Bankas signed a guarantee
agreement with the European Investment Bank for the implementation of multi-apartment building renovation
projects. Under this agreement, Siauliy Bankas has allocated up to 150 million euros in addition for the renovation of
multi-apartment buildings.

Other Projects of Modernisation

The Bank also participates in the energy efficiency improvement program. In 2018, an agreement was signed with the
Public Investment Development Agency (PIDA) and continued in 2019, whereby the Bank, as a financial intermediary
and contributing with its own funds, financed the modernisation of municipal buildings. The total amount for the
implementation of the financial instrument is EUR 36.16 million. This financial measure is aimed at increasing the energy
efficiency of municipal public buildings, reducing greenhouse gas (CO;) emissions, and ensuring the compliance of
public building infrastructure with hygiene standards. The measure is funded by the European Regional Development
Fund.

Furthermore, since 2019 the Bank calls to submit credit applications for renovation of cultural heritage objects. Credit
funds are invested in attractiveness of objects, commercial payback, adaptability to public needs. Funding is provided by
the Cultural Heritage Fund established by the Public Investment Development Agency (PIDA), the Ministry of Finance of
the Republic of Lithuania and the Ministry of Culture of the Republic of Lithuania. Siauliy Bankas was selected as the
fund manager. The Cultural Heritage Fund received EUR 5.2 million from the European Regional Development Fund.

Local Procurements

In 2019, over 90 percent of all purchases came from local suppliers.
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Transparency and corruption prevention

Existing and new anti-money laundering measures are GRI
being developed taking into account: legal acts regulating 205-1
the prevention of money laundering and terrorist financing
in the Republic of Lithuania, FATF (Financial Action Task
Force), EU, UN, US legal requirements.

Prevention of Corruption and Conflicts of Interests

The actions that can be defined as cases ofintglerable
corruption are defined in the Code of Ethics of Siauliy
Bankas AB.

To avoid potential conflicts of interest, the Bank's
employees make annual declarations of financial interests.

The Bank pays all taxes to the State of Lithuania

Assessing the Risks in Relation to Corruption responsibly, complies with applicable legislation, prepares
and participates in tenders in a transparent manner.
Prevention of Money Laundering
The Bank implements the requirements of the Foreign

The Bank exercises responsibly the prevention of Account Tax Compliance Act (FATCA) and the Common

money laundering and terrorist financing by Reporting Standard (CRS).
consistently and purposefully implementing and

developing existing and new measures to prevent
money laundering and terrorist financing as well as
applying themin the Bank's activities:

= identification of customers, customer
representatives and beneficiaries;

= Collecting and verifying information about
the purpose and nature of business
relationships (applying the "Know Your
Customer" rule);

= monitoring of business relationships and
monetary transactions;

= identification of suspicious monetary
transactions and information conveyance
to the Financial Crime Investigation

Service, etc.

Communication and Training on Anti-corruption Policies and Procedures GRI
The employees of the Bank are committed to comply with the Code of Ethics of Siauliy Bankas AB, which distinguishes 209:2
the following principles, as the most important: GRI

= the principle of good faith, 205-3

= responsibility and accountability,

= the principle of respect for the law, person and his/her rights GRI

= the principle of impartiality, objectivity and justice, 206-1

the principle of exemplary behaviour.

The Code of Ethics regulates which actions can be considered as intolerable cases of corruption. Allnew employees of
the Bank are familiarised with the Code of Ethics.

Corruption cases confirmed and actions taken

Any corruption-related incidents were not identified in 2019.

Legal Action against Anticompetitive Behaviour and Antitrust Practices

Any such actions were not detected during the reporting period.

186 /191



- [ 4
$IAULIY =, BANKAS

Energy Consumption in the Organisation

Fuel Consumption

2017 2018 2019

Consumptionin Consumptionin Consumptionin

tonnes tonnes tonnes

Petrol 96.72t 91.83t 84.49t
Diesel 67.70t 72.00t 8221t

Electricity Consumption

2017 2018 2019
Electricity 2549.443MWh/  2596.167 MWh/ 2641.681 MWh
Consumption of Materials for Packaging 1127.046MWh  1401.795MWh /461.441 MWh
1406 kg of various packaging products (envelopes, ~ Percentageof
paper and plastic bags, promotional packaging, renewable a4% 4% 17.47%
sources
money locks, etc.) were manufactured for the
Bank's needs. The production of plastic payment
cards - 394 kg, Gas Consumption for Heating
158199 kWh of gas were consumed during the reporting
period.
2017 2018 2019
Gas | 109306 kwh 207360 kWh 158199 kWh

There are two types of heating used in the organisation -
central and gaseous. At present, itis not possible to
estimate the energy resources used for central heating.

Reducing Energy Consumption
In order to minimise fuel consumption and reduce pollution emissions to atmosphere:

= The bankuses an electronic booking system for business cars, which allows planning business trips in groups
and traveling to business trips by the minimum possible numbers of transport vehicles;

= Bank employees traveling on business trips within Lithuania are encouraged to travel by public transport (for
example, by train, bus);

=  the organization of meetings involving staff and partners from different cities in modern teleconferencing
rooms in Vilnius, Kaunas, Klaipéda and Siauliai, as well as the use of fixed telephones at workplaces, Skype and
other means of communication are encouraged.

In order to reduce the amount of paper used, internal and external document management systems were continued in
2019 to reduce the need for printable documents.

Backin 2018, the bank launched the first robot to automate the manual operations related to payment card
transactions.

Direct (Scope 1) Greenhouse Gas Emissions

Not calculated.

Indirect energy (Scope 2) GHG emissions

Not calculated.

Non-compliance with Environmental Laws and Regulations

Any non-compliance with environmental laws and / or regulations was not identified during the reporting period.
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Environmental protection

GRI
301-1

GRI
302-1

GRI
203-4

GRI
305-1

GRI
305-2

GRI
307-1
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Recruitment and Staff Turnover

The Bank promotes long-term working
relationships with its employees. As of 31
December 2019, 30 percent of the Bank's
employees had worked for more than 10 years.
During the reporting period, the total turnover of
employees was 13.8 per cent. (13.2 percentin 2018
and 14.5 percentin 2017).

On 31 December 2019, the Bank had atotal of 737

employees and the Bank Group had 831 employees.

Comparedto 31 December 2018, the number of
employees at the bank increased by 3.2 per cent.

Employees who took parental leave in 2019 *

Gender The number of employees
Men 0
Women 55
Total 55

* this number includes both parentalleave granted in 2019 and continuing

parental leave.

Parental leave grantedin 2019

Gender The number of employees

Men I 7

Number of employees returning to work after
parental leave in 2019 by gender*

Gender The number of employees
Men 0
Women 27
Total 28

* employees returning for work / redundancies after AVP.

The Average Number of Training Courses Per
Employee Per Year

The average number of training days per year for
bank network employees was 2.2 days. The staff of
the Centre and the regional units received on
average 9.5 hours of external training per year.

In-service Training and Transition Assistance
Programs

Darbuotojy ugdymo sistema apima naujoky
adaptacijos procesg, profesinius, specifinius
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Relationships with employees

New staff by genderin 2019:

' W Vel 13%)

Famale (87 %)

Number of new employees by regionin 2019.:

Region Number of new employees

Kaunas Region 30
Klaipéda Region 23
Siauliai Region 19
Vilnius Region 52
Total: 124

Parental Leave

Allemployees, regardless of gender, are entitled to parental
leave.

Further details are available in: the section "Employees” of
the Annual Report

Newbie Days are designated for Newbie Adaptation
Program. In 2019, the program for new employees was
completely updated. Allnew employees of the Bank take
partin the two-day lasting Newbie Days event, which
introduces the Bank's activities, structure and functions of
departments. They hear about the Bank's services and
products, processes, ongoing projects. We play the Bank
Values game. Managers from different fields share their
professional experience, encourage, and wish for easy
engagement. In 2019, nearly 100 new employees attended
Newbie Days.

Every year the Bank's network employees - customer
service managers and group managers - receive trainingon
upgrading the bank's product knowledge and customer
service skills. The purpose of these trainings is to provide,
consolidate and develop customer service, proactive sales
skills, change employee attitudes, and familiarize employees
with existing or new Bank products and services. In 2019, 15
such training projects took place.

During the reporting period, the Bank also hosted a "Funding
Solutions Forum", anin-house lecturer program,
procurement process organisation and negotiation
competency training, money laundering and terrorist
financing prevention training. The staff of the Centre units
developed their expertise by participating in external
conferences and seminars.

In 2019, we continued with the expansion of the Club of
Leaders created by the Academy of Management. The Club
of Leaders was held in three cities and was joined by newly
recruited executives.

GRI
401-1

GRI
401-3

GRlI
401-3

GRlI
404-1

GRI
404-2
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Communities and the general public

In 2019, the bank cooperated: GRI
= Assessed project work of 4th year students of 413-1
International Banking, of the Faculty of Economics
and Business Administration of Vilnius University;
= Lecturedoneconomics lessons for the 10th form
pupils of Tytuvénai Youth School, students of
Kelme District Adult Education Centre, pupils of
Siauliai Romuva Gymnasium and Siauliai Sauletekis
Gymnasium, Panevézys Minties Gymnasium;
=  Bank staff gave lectures to the 5th form pupils of
the Ginktnai Sofia and Vladimir Zubovas School in
Siauliai district and to the 3rd grade pupils of Siauliai
Juventa progymnasium;
Cooperation with Educational, Cultural Institutions * Participated in Wanted Career Days at Kaunas
or Organizations University of Technology and SMART START
Career Fair organized by Vilnius College, Faculty of
In 2019, the bank sponsored: Economics.
= Cultural centres of Utena, Alytus District,
Varena, Rokiskis;
= UtenaBusiness and Information Centre;
= Paneveézys District Municipality
Administration, Anyksciai District
Municipality Administration and Visaginas
Municipality Administration;
= The Faculty of Economics of Vilnius
College.
Strengthening Communities: GRI
413-1

Being a Lithuanian capital bank and introducing a new image
strategy to the publicin 2019, the Bank strives to be closer
to communities and focuses on fostering the traditions of
cities and towns in the country, supporting cultural life in
Lithuanian regions, and contributing to the promotion of
sport and the promotion of financial literacy.

In 2019, the Bank provided over EUR 152,000 in support for
community, cultural and sports projects:

=  Forcity celebrations;
= Pazaislis Music Festival;
= Lithuanian Musician Support Fund;
Reducing Social Exclusion = SeaFestivalinKlaipeda;
) ) . ) S =  For basketball club Siauliai;
Since 2014, in cooperation with the public institution = Dakar Rally (for the crew of V. Zalaand S.
“Good Will Projects”, the Bank has been providing an Jurgelénas);
opportunity for customers: = Andfor other projects.

= Todonate cashin donation boxes located
in the Bank's branches;

= we also provide Bank Link service free of
charge for the project aukok.It.

In 2019, donations boxes collected EUR 1,767.63,
which were transferred to the Public Institution
Goodwill Projects
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Compliance

Inconsistencies in Product and Service Information and
Labelling

Any such cases were not detected by the Bank during the
reporting period.

The Bank's Contact Centre registers customer complaints
or claims for information about services or products.

In 2019, any cases of non-conformities, when the Bank or
the Group's Enterprises would be fined or warned
concerning inappropriate information about services, were
not registered.

Justified Complaints about Customer Privacy Violations and
Customer Data Loss

The Bank has not received any reasoned complaints about
any violations of customers' privacy.

Non-compliance with Socio-economic Laws and
Regulations:

The Bank has notidentified any cases of non-compliance
with social or economic laws or regulations.

GRI
417-2

GRI
418-1

GRI
419-1
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CONFIRMATION FROM THE RESPONSIBLE PERSONS

We, Chief Executive Officer of Siauliy bankas AB Vytautas Sinius and Chief Accountant Vita Urboniene, confirm
hereby that the provided consolidated financial statements of Siauliy bankas AB for 2019 are compiled in
compliance with applicable accounting standards, correspond to the reality and correctly reveal the assets,
liabilities, financial status, activity result and cash flows of Siauliy bankas AB and its Group of Companies,
moreover, we confirm that the review of the business development and activities, the status of the Bank and the
Group, alongside with the description of the key risks and indeterminacies incurred, are correctly revealed in the
consolidated annual report.

,7/@5/ /

Chief Executive Officer [/ V1o, Vytautas Sinius

Chief Accountant ﬁéu‘}" Vita Urboniené
/ ’

6 March 2020
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