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The Bank’s (Group’s) Management Report
Dear Ladies and Gentlemen.

In [H 20016, J5C Baltic International Bank (Bank) pested pood financial resulis. The Bank’s profit (the
Group-related financials are enclosed within the parentheses) came close 1o EUR 2,94 million (EUR 3.27
million ). Return on equity (ROE} landed at 174 percent. The total capital ratio totalled 18,42 percent (18.15
percent) and hita 12-vear high. The Bank’s liquidity ratio remained at stable high level at 85,68 percent.

The operating income increased to reach EUR 153537 million {(EUR 15.5% million) having demonstrated a
35,4 percent (34.5 percent) growth over the same period last vear, The positive dynamies of income growth
was primarily facilitared by trade transactions whaose income increased by EUR 4.52 million (EUR 4,53
million}. The income saw a positive significant impact attributed largely 10 a one-time gain on sale of Visa
Europe Ltd shares {the sale proceeds rotalled ELR 1,94 million). The fee and commission income shrank by
2.3 percent, mainly because the Bank ceased to provide e-commerce services {e-commerce transactions do
nod fit into the Bank's business profile). Income gained from brokerage operations grew by 333 percent
{33.3 percent) and account service fees rose by [ percent (19 percent).

The Bank's operating expense saw increase of up to EUR 7.84 million (EUR 7.86 million), a 20.7 percent
{19.7 percent) rise over the past vear. The expense was primarily driven by! (1) the accrual of one-time
expenses incurred m connection with AML consulting services provided to the Bank: (2) increase in the
staff complement plus personnel management policy-relate costs which increased overall by 14.1 percemt
(14,1 percent} up to ELIR 398 million (3,98 million),

The Bank's financial result shows positive quirter-over-quanter dynamics. In 10} 2016, the Bank’s profit
reached EUR [.17 million (EUR 1.15 million}, In 20 2016, the profit figure was EUR .77 million (EUR

.12 milliom).

In order to reduce potential losses (first of all, losses from the restructured loans and loans whose recovery
i5 underway], the Bank set aside impairment allowances totalling EUR 4.53 million {EUR 4,20 million). As
a result, the loan portfelio has shrunk by ELIR 2,63 million (EUR 2.39 million) to ELIR §7.69 million (EUR
66.10 million). The portfolio’s credit quality has improved over the first & months of 2016, Decline in the
past due exposures {loans that are 90 days past due) by EUR 5.19 million (EUR 5.19 million) i= a testimony

to the fact.

A more active use of brokerage services by the customers resulted in the increase m the volume of reverse
repos by EUR 4,07 million (EUR 4.07 million).

As of 30 June 2016, the Bank's assets totalled EUR 359.55 million (EUR 339.52 million). The portfalio of
customers’ assets under management has reached EUR 110.67 million {EUR 110,67 million). The value of
Financial instraments in brokerage service totalled EUR 98.58 million (EUR 98,58 million).

The asset structure is still predominantly represented by investmenis in available-for-sale financial assets:
EUR 143.11 million (EUR 143,11 million) or 3%.8 percent (39.8 percent) of the total assets. High quality
liguid assets (asseis carrying invesiment-grade credit rating and balances due from the Bank of Latvia)
accounted for EUR 231,41 million {EUR 231,41 million) or 64.4 percent (64.4 percent) of the total assets.
Investrments in government bonds totalled EUR 65,52 millien {EUR 65.52 million) or 18.22 percent {18.22
percent) of the total asscts.
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In TH 2ZH &, the hguidity ratios continued 1o remam ot stable high levels: As of 30 June 2016, the liquidin
ritio was 8568 percent and lir exceeded the minimum internal threshold of 60 percent. The structure af
liquid assets was predominantly represented by bonds (386 percent), due from credit institutions (23.4
percent of liguid assets), due from the Bank of Lotvia (174 percemt) and vault cash (0.6 percent). The
liquidity coverage ratio (LOCR) exceeded 600 percent and reached 637.36 percent (G36.39 percent). The
regulatory threshold of 70 percent 15 set forth lor the period from O1,.001.2016 to 31.12.2006. The Bank's net
stable funding ratio (N5FR} reached 224 39 percent (22325 percent), far higher than the regulatory
threshold. Banks will have to meet an NSFR of at least 100 percent i early 2018 N5FR requires banks 1o
maintain a stable funding profile in relation o the composition of their assets and off-halance sheer

activitics.

Mg of 30 Tune 2016, the Bank™s own capital totalled EUR 3318 million (EUR 32.54 million). In 20 2016,
the Bank igsued its shares, thereby increasing the share capital by ELR 1 million. Tier 1 capital ratio
(CET) totalled 1381 percent {1350 percent), The total capital ratio reached 18.42 percent (18,15 percent).
Owver the first & months of 2016, the leverage ratio has shown positive dynamics and has surged by 1.59
{ 1.56) percentage points up to 6.34 percent (6.25 parcent)

The Bank’s operational strategy lavs down sustamable development principles and aims o offer Bank’s
customers the opportunity @ invest in environmentally friendly projects. In 2005, the Bank carmed the
Bronze Award in the annual Sostainability Index. Throughout 2016, the Bank implemented socially
responsible activities and various projects important o the entire society and was therefore honoured with
the Silver Award for its sustainability performance,

The Bank contributed fo developing a modem interaclive mobile application for the Latvian National
Musewm of Art (LNMAY In May 200G, the modemnm mobile app saw davlight and was made available 1o all
muscum visitors. The app enhances their enjovment of the musenm by giving the visitors more information
and new impressions. The Bank is proud of having sopported one of the most advanced museum apps in the

whale Europe.

The Bank is well aware that the study of public opinions and attitudes is crucial for determining strategy in
every country. In June 2016, the Bank and SKDS (Latvia-based Centre for Marketing and Opinion
Research) jointly embarked on conducting BIB's Laivian Barometer, a monthly survey of public opinions
and attitudes. The Barometer studies and analyses the econemic and social processes in Latvia.

| This ratio is the average value of the leverage ratio over the past 3 dates (30 April, 31 May and 30 June),
The calculation is based on the CETI figures,

Statement on Corporate Governance published on Bank™s website www hib,ea,

31 August 2016
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K Hona Gulchak
Chairperson of the Board
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Supervisory Couneil and Ma nagement Board

Supervisory Council

fas of 30 June 2016)

Hu-
M Position held Appointed appointed
Yaleri Belokon Chairperson of the Supervisory Council [ SA%2080 3003201046
Viada Belokon Deputy Chairperson of the Supervisory Council — 30/03/2014
dember of the Supervisory Council 19082011 30M03/2016
Andris Ozolingh Member of the Supervisory Council 212013 30372018
Dir.Hans-Friedrich von Ploete Member of the Supervisory Council 30032016
Managemont Board  (as of 31 December 2016)
Re-
Name Pozition held Appointed appointed
Nona Gulehak Chairperson of the Board 25012008 25012016
Matalva Thachenko Dreputy Chairperson of the Board 26/0272008 13082015
Member of the Board 01/08/2007 13/08/2015
Alon Nodelman Member of the Board 15/082003 13/08/2013
Inese Lazdovaka Member of the Board 1710/2014 -
Martins Meibergs hdember of the Board 24004/2015 -
Bogdan Andrushchenko Member of the Board Q40272016
Dace Dklava-Kokina Nominee Member of the Board 40172016 -
Albert Reznik Nominee Member of the Board 012016 -

In the sixmonth pericd ended 30 June 2016, the fallowing changes were mede in the composition of JSC
“Baltic Internaticnal Bank” Supervisory Council and Management Board:

Supervisory Council;

According to the resolution of the extraordinary General Meeting of Shareholders held on 27 November
20135, Andris Ozolinsh was elected as a new member of the Supervisory Council. According 1o the
resolution of the General Meeting of Sharehelders held on 30 March 2016, Dr. Hanss-Fridrihs fon Plocs
was elected as a new member of the Supervisory Council,

Manazement Board:

According to the Council’s resolution of 12 January 2016, Bogdan Andrushchenko was elected as a
member of the Beard. According 1o the Council’s resolution of 12 January 2016, Dace Duklava-Kokina and
Alberi Reznik were elecied as nominee members of the Board. Dinars Kolpakovs have withdrawn their
membership in the Manzgement Board of JSC “Baltic International Bank".

There were no changes in the Supervisory Council or the Management Board of the Bank during the period
from 1 July 2006 to the date of the approval of these financial stalements,
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Statement of Management®s Hesponsibility

Riga 31 Auguost 2016

The management of JSC Baltic International Bank (the Bank) is responsible for the prepargtion of the
interim condensed consolidated financial siztements of the Bank and its subsidiaries {the Group) as well as
for the preparation of the interim condensed separate financial statements of the Bank. The interim
condensed Group consolidated and Bank separate financial statements are prepared in accordance with 1AS
34 Interim Financial Reporting on a going concem basis. Appropriate accounting policies have been applied
on a consistent basis. Prudent and reasonable judgements and estimates have heen made by the
Management in the preparation ol the condensed mterim financial statements.

The interim condensed Group consolidated and Bank separate financial statements on pages 7 to 27 are
prepared in accordance with the source documents and present the financial position of the Group and Bank
as at 30 June 2016 and the results of its performance and cash flows for the six month period ended 30

June 201146,

The Management of the Bank is responsible for the maintenance of proper accounting records, the
safeguarding of the Group’s and Bank's assets and the prevention and detection of fraud and other
irreguleritics in the Group and Bank. The Management is alse respensible for operating the Group and Bank
in compliance with the Law on Credit Institutions, regulations of the Financial and Capital Market
Commission and other legislation of the Republic of Latvia applicable 1o the credit institutions.

O behall of the Management of the Bank and Group:

T /

,..-".. F .' F it
s Hona Gulchak
Chfrpa;sc:n of the Board
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Financial Statements

Foer 1l st pwnih poriod eoded M3 June M

INTERIM CONDENSED GROUP CONSOLIDATED AND BANK SEPFARATE
STATEMENT OF COMPREHENSIVE INCOME

Imterest ingoms
Inierest expense
Met inferest income

Fee and commission imcome
Fee and commission expense
ek fec and commission income

Thubidend Hicoms

Met trading profic’{loss)

Met foreign exchanze incomea
Cther opéraling meome
Total operating income

Administrative expenses
Crher operating expenses
Met impaimbent loss
Loss before ingome tmx
Income tax benefit
Prafit for the period

Dher comprehensive income

for the six month period
ended 30 June 2006

for thee siv month poriod
ended M June 2015

fiems that are or neay be reclassified fo profll ar less

Hvailable for sale financial asscts

- net change In fair value

Availiahle Tor sabe financial asseis,

reclassified 1o profic o loss

Total comprehensive
Inecame for the perbod

Liraup Hank Coronp Bank
ELR EUR EUR EUR
2370 525 2404 133 3347249 I3 0AY
(] 054 T4 O 034 ThE) (1 347 320) {1547 3200
I 324 817 1349 425 I 799020 LT Bl
4 567 678 4 5463 304 4 674 &02 4875 123
{1455 689} (1 455 629) {1 2000 |46} (1201 147}
J111 989 3112 675 J3 473 456 3 473 9Th
i3z a32 | 260 | 264

[ 849 043 | 849 943 (565 (569
G148 34 048 354 4 378 672 4 389 1689
160 432 102 257 254 690 122 426

15 596 167 15 570 2846 10 08T 447 Ly (E2 40 S
(7639501} {(TGIT 145) (6 4% 2015 (6413747}
(232 847 (224 590) (86 761} (84 (44}
(4 200 133) {4 532 379) (538 347 (538 347)
3 523 RaY 3195172 29452 138 I B84 RS2
(231 38%) (251 389) (408 427) (408 4271
3172 4ug 2043 7TH3 2573 TH1 1 576 425
§48 589 G485 28D 176 458 226 438

{1 960 09) 1 6 099 = -
1 961 28K 16325373 2 RO0 140 2 802 363

The accompanying notes on pages 15 to 27 are an integral part of these Interim Condensed Giroup
consolidated and Bank separate Financial Statements,

The Interim Condensed Group consolidated and Bank separate Financial Statemenis on pages 7 1o 27 have
been suthorised for issee by the Council and the Board on 31 August 2016, and signed on their behalf by:

r

[

flona Ciulchak

Chadrperson of the Board
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Financial Statcments

INTERIM CONDENSED GROUP CONSOLIDATED AND BANK SEPARATE
STATEMENT OF FINANCIAL POSITION

ASSETH

Cash and due from central banks
Financial assets eld-for-trading

Seemritiey hold-far-trading

Deedventive flnanciof fasmeniy

Diie From credit editishions
Lonns

Available for sale instmimends
Securities held-lo-malurity
[mvestments

in equity accounted imvestees
Invesimeants in sabsidiaries
Investmeni propery

Property and equipment
Intangible asssts

Current income tax assels
Defemred expenses

and acorued income

Cither asseis

Toral assels

MWiles

L T - Y

P

Cirarp Ennk Caraup Bank
A0 AM, 1006 S0 206 AL12.2015 3122015
ELR ELR EUR ELR
41 737 209 41 T37 29 AR 927 561 48 935 707
1 025 {48 | 023 048 581338 381 338
frr 304 &0 34 553 657 J33 057
5T 05 T L TRl
58 5% 460 59 50F dadh 1465943 |53 165 945 {53
A 101 454 67 &RT 879 GR 48T 551 T 316285
143 104 67| 143 |04 67 22 783 703 221 783 T3
13904 232 13942352 9633 TR 0527 Tl
[ 144 547 | 144 347 I 144 547 | 144 5d7
- 1940 224 - | 943 074
& 502 638 2 69 (88 Hdal 188 2060 058
17 298 192 17253 192 17 324 28 17 324 G|
3001747 3911 747 3 BEI 712 1881 712
15782 15 782 1T aa7 17297
2508 806 2308 447 2565413 2 A64 RS
2 803 011 2 BS540 1 3649 335 3 406 G50
350 516 919 359 552 47 50 112 251 Sﬂﬂﬁ!:i'-ﬂ-
= =

The accompanying nofes on pages 15 to 27 are an integral part of these Interim Condensed Group
consolidated and Bank separate Financial Statements.

The Tnterim Condensed Group consolidated and Bank separate Financial Statements on pages 7 to 27 have
been authorised for issue by the Couneil and the Board on 31 August 2016, and signed on their behalf by:

J ;-5’; .."“,-'I.-'I .flf/

llona CGulchak

'I;I‘Ialrpersan of the Board
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Financial siatecmenis
INTERIM COMNDENSED GROUP CONSOLIDATEDR AND BANK SEPARATE
STATEMENT OF FINANCIAL POSITION

LIABILITIES AND SHAREHOLDERS EQUITY Group

Linbilitics

Males

Dieriwative fimancial insfrumenis
e 1o eredit Ingditutiong

Deposite

bt securities in Sshie

Acerted axpenses, provisions

and deferred income
Dieferred tax Rabilivies

Other liabalities

Subordinated liabilities
Tokal biabilities

Sharchobiers® equily

Share capiral
Reserve capital

14
14

Property revaloation Feserve
Awaitable for sale instruments

reviluation reserve

Fetzinad earnings{accumulated losges)

(el ed foxses il
Fedained earnings

Profitifless) far e e “Fevef
Tuotal shareholders” equity

Total linkbilitics

and shareholders’ eguily

Commitments and confingencies

Sureties (guaraniees)

Commitments to customers
Total commitments and contingencics

Bank Group Bank

S 00e 201 6 AL 2006 ALIZINES JLi2.1ms

ELR ELUR EUR EUR

W 624 o 624 3436 3056

s 3R6 045 h 386 (LA G470 144 G470 755

284 346 786 IR4 35330l 473245931 473 252 357

12 500918 12 5% 958 I 429 7l 1642% 700

| T34 397 | 7234972 ERENIRAL A S 001 508

b 204 85 1 209 851 038 462 958 442

2414 698 2163020 2 17T 855 2 0% 954

I6 708 007 16 703 (7 16715 268 14715 268

A5 466 346 225 423 (G2 Z10 032 054 S18 530 166

JO 45 3R 30494 359 29496 359 S A6 589

Ris 152 &35 132 g35152 835 |52

B R 34 500 34 900 344900

120 698 120 658 14351 908 1 431 908

2 563 444 2641 BaAG {708 (k54 (301 937
fP0e 254 {367 837 f 155 2f¢ I Q¥ 247
3272408 2 P43 TE3 i1 Bod 263 £ 797 fRd)

A4 DED 253 34 128 985 31 et 0= 31 496 412

350 516 929 350 553 (47 550112 251 S50 426 578

—es— ———————

2618631 261E 531 1827416 JEIT 414

5137 208 5225 09 5000 TRZ 5082 647

7 755 K39 ~ T 84T TET HEIR 178 & 910 063

The accompanying nodes on pages 15 to 27 arc an miegral part of these Interim Condensed Group
consolidated and Bank separate Financial Statements.

The Intenim Condensed Group conselidated and Bank separate Financial Statements on pages 7 to 27 have
been authortsed for issue by the Council and the Board on 31 August 2016, and signed on their behalf by:

77 “*K;”ﬁ/

.3"

Nona Crilchak
C]Tl!ilrprrsnn of the Board
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INTERIM CONDENSED GROUP CONSOLIDATED
STATEMENT OF CHANGES IN SHAREHOLDERS® EQUITY
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The accompanying notes on pages 15 to 27 are an integral part of these Inmtenm Condensed Group
consolidated and Bank separate Financial Statements.

The Interim Condensed Group consolidated and Bank separate Financial Statements on pages 7 1o 27 have
been authorised for issue by the Council and the Board on 31 August 2016, and signed on their hehalf by;

.‘Irl.|| 4 ':I-':'_I,'J-!.'-r
AW T

o

’ [ena Gulehok
Chairperson of the Board

10



Interim Conden=vd Limtap comsofadated mend Phnk searate Finnneial Statements

Financial Statements

INTERIM CONDENSED BANK SEPARATE
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Aalaime as ol 31 Pevevidee 1000

Tstal curn profue e diroma

i o dve thar peviad

Aemleble for mk: sl mrecrl s rreshnlen ioene
Wowtal pamiprabal paie bnconie

[Exdaipee b of M Baar 1015

Tidal codppirvbir i i IAride
o iecare oyt peniad
Sivudable irr e pefrormed s revahustion pescner

REIETEEE T TE B PR T 2

Halaarr v al 81 leeesiber 2005

Tintal conaprabammivg bl ooee

et mmores ko ke e

Akl ke aic teirsawrn rovaleston rocve
Treal sisiagiiHhmi i f Dmal i i e

Crarmssisers wiih esmery, recerd ed dirertly m equisy

| pgriss o ikiars cipial

Toael wrumanens sith adar seorded Ersct by 1o ayalo

Hebindn asi ol 1 Jure: 100

Iawr ihe six mmih p-:'-ri.'-:l cnotad 30 June M6

Ay elakl

Bar sl Hitaimid

dRnrai- e

P pa ey Bid i [ p—

Hmame rivdlsdias  ofs ohaalen Iated
Share capeial capal T EFRATF TEsnsi] T Al
ElR El'R iR ELn LUR (RN ]
—
2% 5 1N ERN IR 55 [HLFLET 1S T A1 7T Ty
I
- - £ 3l ady ) B
- e 220 IE
- 10§ iR T00E At 1 Wk R
2 4% T [LLRF T I EETF] AOT0RT] B4 a8 eEd
Ea—— —
« fIH N 44 317 B
- [ LN 0 ] - | J83 J6s
- PAR% M gl 3110 R4 LKy
29450 55 (SERE ] 3 D 1 A3 W A SRT] A0 mas oz
1k = Tl TR
& = I 3EL 2 = IIIII!:EI'I._
F - {EBLITHN 34 TEd 1 B3 7
1 (D G 1 (3 (N
T E: = s [ET
] A FX e 3 O L] FETIR. B 34 1TA
—_—— = e

The accompanying notes on pages |13 w 27 are an integral part of these Imenim Condensed Group
consolidated and Bank separate Financial Statements.

The Interim Condensed Group consolidated and Bank separate Financial Statements on pages 7 1o 27 have
been authorised for issue by the Council and the Board on 31 August 2016, and signed on their behalf hy:
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llona Gulchak

Chg}ﬁ:r:rmn of the Board
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INTERIM CONDENSED CONSOLIDATED AND BANK STATEMENT OF CASH FLOWS

Cash flows frem operating activigies

Prfit before income 1ax
Amorteation and deprecintion
Imipairment loss

Increass in cosh nnd cosh equivalenis

from operating activities
hefore changes
in pswets nod linkilities

(Increase)'decrease in loans
Diecranse

in due from credil instifutions
{Increasey'decreass

in finansial assets held-for-trading
Increase

im deferred expenses

and nccrued income
Increase{decrease) in other assets
Increase

i i dor credit institutions
Diecrense in deposits
Inceease{decrzase)

im derivative Fiabilities

[ecrease

in gccreed expenses,

provisions and deferred imcome
Increase

in orher Bishilites

Inerense in cush

and cash equivalents

resulting from operating activitics

Tisr the slx month '|l|.=ri1|-|l
ended 30 Jone 2016

for the six month perbod
ended 3 Jone 2015

Crroup Bank Caroap Banl

30,06, 2016 30,06, 2016 30062015 30.06,2015
EUR EUR EUR EUR

3523 887 3195172 2982 138 2084 g2
T (K3 TOO (03 668 003 B6OS F95

& 200 132 4532379 £38 347 538 347

§ 433022 8 436 554 4 188 580 4191 294

{1 B08 104) (1 898 192} 14279 64 14 098 850
1428 367 | 425 367 T03 181 05 181
4TI (A 7100 2 284 641 2284 641
196 608 196 408 63 133 i 429

375 789 411 847 (2 06 664} (2087 587)

2 867 2 BRT 2507 2507

(185 599 145) {158 908 763) (3 301 792 {5290 201)
87 S68 B7 568 {1 £80 799} i1 889 799)

{1 288 531) i1 287 626) (332 530) {328 177
236 843 204 D52 198 §52 369 556
{181 676 626) {181 &77 618} 12 135 720 12 119 684

The accompanying notes on pages 15 o 27 are an integral pan of these Interim Condensed Gronp
consolidated and Bank separate Financial Staterments,
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Financial Statcments

INTERIM CONDENSED CONSOLIDATED AND BANK STATEMENT OF CASH FLOWS

Ciroup Bank Ceraup Bank
EUR FLI EUR EUR
Corporate moomes 1ay paid 1715 | F13 255 300 2EE 300
Inerease in ensh
and cash equivalents
from operating activitics (181 674 911)  (IBD 675 903) 12421 019 12404 w54
S
Cash low from investing setivities
Acquisition of propery and
eguipment, intangible asseds
antel Fvestment propery (712 329 (712329 {280 204) (359 648)
Proceede from sale
of property and equipment
and Investment property - 19120 -
Acguisiion of shares
i eqiity accounied mvesiees - a . Z
Purchase of avarlable-for-sale instruments - - (79997 365 (79997 265
Proceeds from available-for-sale ingtrumeanis Tr511 714 7511 714 - -
Purchase
of securitics held-to-maturity {4 250 269 (4 280 469 (GRE 5600 (GRER S60)

Decresse in cash
and cash equivalents
as o result of investing activities

Tuer the six manth period
ended 34 June 2016

Tur the six month period
coded 3 June 25

72 S8 916

(1 045 473)
————

71511 Ta2 (81 027 S08)
——

The accompanymg notes on pages 13 to 27 are an integral part of these Interim Condensed Ciroup
consalidiated and Bank separate Financial Statements.
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tor ghee =4 numih period coded 0 June 21006

Finaneial Statemenis

INTERIM CONDENSED CONSOLIDATED AND BANK STATEMENT OF CASH FLOWS

for e sy month period

for the siv month perlod

ended 20 June 2006 ended 30 June 2005
Group Bank Gironp Bank
ELR ELR EUR EUR

Cazh Mlows Teem Onancing activities
Zebordinated lnbiliies - . S | B90 G613
Cash paidd o
o repay subordinared delq (12 261% (12 261) -
Issuance of debt securities . - : ‘
Buvback of dobt securities (3 838 763} 13 B38 763} il 051 A7) (1051 607)
{ecrepseVincrease
b cash and cash equivalents
as a result of Minancing activities (2 851 024} {2 851 024 390G 239 A
{Deereasc)inerease
in cash and cash equivalenis CIE2 007 019y (112 015 165) (6T T67 473) (67 BT 453)
Cash and cash equivalents
at the baginning of the period 209400 273 209 308 4]0 288 265 155 IRT 260623
Cash and cash equivalents
at the end of the period 4T 383154 BT 383 254 220 497 682 220 450 140

The accompanying notes on pages 15 to 27 are an integral part of these Interim Condensed Group

consolidated and Bank separate Financial Statements.

The Interim Condensed Group consolidated and Bank separate Financial Statesments on pages 7 to 27 have
been authorised for 15sue by the Council and the Board on 21 August 2016, and signed on their behalf by:

14
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loma Ciulchak
Chairperson of the Board
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i Thee =3 muoneth perod enched 30 Jane XEn

Financial Statemenis

Motes (o the Interim Condensed Gronp consolidated and Bank separate Financial Statements
for the six month perviod ended 30 June 2006

| GENERAL INFORMATION

These interim condensed Group consolidated and Bank separate financial statements comprise the financial
statements of JSC _Baltic International Bank™ (hereinafter referred 1o as the Bank) and its subsidiary,
namely a real estate company "BIB Real Estate™ LLC acquired on 11 June 2008 {(hereinafter referred 10 as
the “Group™L

J5C "Baltic Intermnmational Bank" 1= a joint stock company registered in the Republic of Latvia. The
registered office address 15 Kalju iela 43, Riga. LY-1050, Latvia. On 8 April 1993, the Bank of Latvia
approved FSC "Baltic Imernational Bank" as a credit institution and isswed Banking Licence No. 103, The
activities of the Bank are regulated by the Bank of Latvia and the Financial and Capital Market Coammigsion

of the Republic of Latvia (“FCMC™)

Established 10 cater 1o the needs of both individuals and corporate customers, JSC “Baltic Internationg|
Bank™ provides a ¢omprehensive range of financial services: personal and corporate loans, acceptance of
money deposits and other funds, funds ransfers, treasury and capital market services camied out according
e customer instructions and for the Bank™s own trading purposes.

2 BASIS OF PREFPARATION

Statement of Com plianes

These interim condensed Group consolidated and Bank separate financial statements are prepared in
accordance with IAS 34 Interim Financial Reporting. These interim condensed financial statements do not
include all of the information required for & complete set of annual financial statements, and should be read
in conjunction with the Group consolidated and Bank separate financial statements as at and for the vear

ended 31 December 2015,

The Group consolidated and Bank separate financial statements for the year ended 31 December 2015 are
available at the Bank’s web site (www.bib.cu),

The nterim condensed Group consolidated and Bank separate financial statements are presented in éuro.
Subsidiaries of the Group operate in the functional currenci of euro.

The accounting policies applied by the Group and Bank in these condensed Group consolidated and Bank
separale interim financial stalements are consistent with those applied by the Group and Bank in the
consolidared and Bank financial statements as at and for the vear ended 31 December 2015,

The preparation of these interim condensed Group consolidated and Bank separate interim financial
statemenis requires management to make jud gements, estimates and assumptions that affect the application
af accounting policies and reported amounts of assets and lwbilities, income and expense. Actual resulls

may differ from these estimates,

15
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Financial Siaicmenis

Notes to the Interim Condensed Group consolidated and Bank separate Financial Stalements
For the six month period ended 30 Jupe 2006

[ the sis ymomly r-..:rin.l wiiad 00 de 2016

Subsidiaries are entities controlled by the Group. The CGroup controls an entity when it is exposed to, or s
rights 1o, varigble returns from s involvement with the entity and has the ability to affect thase retums
through its power over the entity. The financial statements of subsidiaries are included in the consolidated
financial statements from the date on which control commences until the date on which control ceases.

3 ANALYSIS OF CHANGES IN IMPAIRMENT LOSS ALLOWANCE FOR ASSET

EXPOSURES
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Inlerim Copdesed Group conselidated and Pank sepenae Finaschl Stdemenss
e b i meanih period ended 30 Frw M6

Financial Statemenis

Notes 1o the Interim Condensed Group consolidated and Bank separate Financial Stalemenis

For the sis month period ended 30 June 2006
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4 SECURITIES-HELD-FOR TRADING

Debr securities of credit institutions
Debt securities of central governments
Dbt securities of municipal authoritaes
Total debt securities

State-owned companies enterpnses
Shares of private enterprizes
[nvestment certificates

Total shares
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Group and Groop and

Bank Bank

I0.6. 2006 J1.12.20105

EUR ELR

270 G400 478 897

- 27 555

31403 31012

S02 003 537 dod

1 %01 10230

5736 3963

L8 664 -

125 311 16 193

627 324 553 657
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Inlemim Cvndensed CGroup eonsolidnied wisl Bank sepimiie Finoneia! Siieeents

[ e =4% dikanth prerivd ended 30 liane 206

Financial =iaicments

Naotes to the Interim Condensed Group consolidated and Bank separate Financial Statements
lor the six month period ended 30 June 2016

The table below shows the geographical concentration of securities:

Dbt securibies of entities resistered in EL countries
Dieht securities of entities registéred in OECD countries
Dbt securities of entities registered in CIS countries

Total debt secarities

Shares of entities registered in the Republic of Latvia
Shares of entities registered in other EU countries
Shares of entities registered in QECD countries
shares of entities registered in CI5 countries

Total shares

% DUE FROM CREDIT INSTITUTIONS

Receivahble on demand

Amounts with no stated maturity
ar serving as collateral and security deposits

Oiher deposiis

Allowances (Note 3)

18

Coromp amd Caroup amil
Bank Bank
062006 31.12.2015
EUR EUR
31403 -

- 27 5353

470 GO0 S G0
S02 (3 337 464

| 740 1 664

108 664 -
2061 2003

12 856 L1626

125 331 16 193
627 324 553 hST
Group and Group and
Banl Bank
30062016 3L12.20M5
EUR EUR
52010623 153511915
3E10 4578 i1 685178
3771 3183 47172
50 5092 382 165 944 265
(1 122) {1 112]

59 591 460 165 M3 153



Imigerm Carmlemsed Cirmp censolicdsted sl Bk separale Pinnginl Sintements

Financial Statements

lor the six menth period ended 30 June 2006

Motes (o the Interim Condensed Group consolidated and Bank separite Financial Statements
for the siv moath period ended 30 Jone 2076

6 LOYAMS

Group Bank Giroup Bank
G 201060 J006.2016 3122015 31.12.2015
EUR EUVR EUR EUR
Loans to corporate clients 58691 301 61 360 080 54 900 349 57179240
Loans to financial inatilutions 11478 525 | L 478529 [0 536 875 10 536 8735
Loans to individuals 125153514 IZal5514 16 100819 16 100 515
B2 TRS 344 85154123 81 538 043 B3 816934
Allowanoes (Note 3) (1 683 B90) (17466 294) (13050 492) (13 500 849
o6 101 454 67 687 529 65 487 551 T0 316 285

TAVAILABLE FOR SALE INSTRUMENTS
Giroup and Giroup and
Bank Banik
J0. k62016 12,2015
EUR EUR
Debn securities of central governments {Moody's ratings) 53670579 B2 760-TR7
rebt securities of credit institutions (Moody's ratings) 32576 078 37 747 455
Debt securities of financial mstitutions {(Moody's ratings) 49 722 193 BE7RO2 181
Dbt securities of public non-financial Corporations {Moody's ratings) - 4452392
Shares and other variable income securities 7135 821 B9Z1 828
Tamerr Ewergy, Lot &S0 3049 & 48 30
Fisa Enrope - i &ha 207
Trtprtatur Capital Technology Venture Fund, LP 495 729 464 580
Capiled, JSC P % 150 8o
S WLFT, 5CRE a6 E20 J6 920
143 104 671 221 TE T03

Tamar Energy i5 a renewable energy business focusing entirely on anaerobic digestion. Investment Tamar
Enecrgy 15 measured af cost as there s no readily available active market to detemine the fair value. The
entity is still in its start up phase and is expanding operations as per its operational plans. Management has

assessed the investment and no impairment was identified.

Imprimatur Capital Technology Venture Fund makes seed investrnents in SMEs which become its portfolio
companies. The Fund's purpose is 10 invest in technology-related SMEs, develop their business potential
and then sell its ownership interests in such SMEs ot a profit and for the besefit of the Fund and iz

Investors.

Investment in Capital is measured at cost less impairment as the Bank believes there is no readily available

active market to detemine the fair value.
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Financial Statements

MNotes to the Interim Condensed Group consolidated and Bank separaie Finuncial Statements

For the six month period ended 30 Jane 2006

The fair volue of S W.LF.T. SCRL s reported according 1o a defined withdrawal price as of 30 June 2016

and 3] December 200 5,

8 SECURITIES HELD-TO-MATURITY

Gaorvernment Bonds
Bonds and other fixed-income securities

9 INVESTMENTS IN EQUITY ACCOUNTED INVESTEES

Ownership Country of Purpose
S incorporation
LLC "Komunikacyas un projekti” 50 Latvia  Investments

Group and  Group and
Bank Bank
S0,06,. 2016 SL12.2015
EUR EUR

[ 848 225 i 490 B4
3 (iad Q07 3132923
13914232 0623 Tl
—

Group and  Group and
Bank Bank
Jte2006  31.12.2015
EUR EUR

| 144 547 I 144 547

1 144 547 1 ]44541

The management assessed future cash flows 10 be penerated by the investee and as a result of this
assessment concluded that there is no objective evidence of impairment of the investment.

10 INVESTMENTS IN SUBSIDIARIES

The subsidiaries of the Bank are as follows:

Coumtry of Carrying amoumt
Mame imcorporativn Principal Activities al Imvesimeat
EUVR
T Feal Estate™ LLT Latvina Rond estane | 9dil 39%
Tigajes patuni” LLC
{thmoegk BIE Real Extate) Latvia Real estaie
‘Crkhid Invessmeanas™ LLC
{lrough BIB Peal Eslala} Laivia Real ssime -
1 40 235

Imvesimen iz in smbsidiaries

Chwnership

ST 206
a
11H1

(L]

[IEL]

Uhwnerahig

IR el ]
e
{11

L]

1 i

The management assessed fiture cash flows to be generated by the investee and as a result of this
assessments concluded that there is no ohjective evidence of impairment of the investment.
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Financial Statements

For the =i nuosth period coded 30 Jume 2016

Notes to the Interim Condensed Group consolidated and Bank separate Financial Statements
For the six month period ended 30 Jone 2006

11 DEPOSITS

Repavable on demand
Corporale cusiomers
Financial instiluticns
Hate-owned companics
Individuals

Term deposits
Corporale customenrs
Financial institutions
Indsviduals

Taotal deposits

12 DEBT SECURITIES IN ISSUE

Bonds in issue

13 SUBORDINATED LIABILITIES

Group Bank Group Bank
30.06.200 6 30062016 31122015 31.12.2015
EUR EUR EUR EUR

190 605 156 190 611 574 348 86T 690 148 884 126
181119 FI181 119 6883 091 i BE3 09
976 v 23 759 23 759

54 890 371 34 890 371 68 094 195 68 094 195
248 677 il 248 084 440 423B6HTIS 423885171
19 663 102 19663 102 32 861 129 32861129
445412 445 412 617 780 617 780

|5 360 G50 I35 360 630 |5 895 287 [5 898 287
35 669 164 35 669 164 40 377 1% 49 377 196
2H4 346 TEOG 284 353 604 473 245 931 473 262 Eﬁ-'ur.
Group and  Groop and

Bank Bank

30.06.2016  31.12.2015

EUR EUR

12 590 938 16 429 71

12 5% 935 16429701

Subordinated deposits have a fixed term of seven vears at their origination, and are repavable before

maturity only on winding up or bankruptcy of the Bank and rank before shareholders claims.

Residents of the Republic of Latvia

Tndrvicuals

Residents of other countries

Tnefiviclnels

21

Group and Group and
Bank Bank
30062016 30.06.2015
EUR EUR
7736432 ¥ 245 1463
S 575 f 450 195
16 703 007 16 715 268
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For the =ik monb periodd eriled 30 Tuee 2014

Mates to the Finnneial Statements
fur the year ended 31 December 20016

Financial Statements
14 SHAREHOLDERS" EQUITY

On 30 March 2016, the Sharcholders™ Meeting of JSC  Baltic International Bank™ has approved the
decision to increase the share capital by EUR 2 000 006.10 through issuing 281 691 registered and
dematerialised ordinary shares {with each share having a face value of EUR 7.10).

All shares are registered. Each share carries the right 1o one vote al the mectings of shareholders. a right o
receive dividends a3 declared from lime to time and a right 1o residual assets. OF the Bank's 93
sharcholders, 28 are legal entities and 635 are individuals,

Reserve capital in the amount of EUR 835 152 (31 December 2015: EUR 8335 152) is formed from the
contributions made by the Bank®s shareholders. The Banks General Meeting of Sharcholders makes the
decision concerning further usage of reserve capital. Reserve capital can be used to:

- cover losses:

- increase the share capital,

- pay dividends.
Cluzntity Amouni
EUR
Total paid-in share capital 31 December 2014 4154421 29 496 359
Total paid-in share capital 31 December 2015 4154421 29 496 389
Increase of registered share capital 140 846 I O (06
Increase of paid-in share capital 140 B45 1- D 000
Unipaid share capital as at 30 June 2006 (140 8B4a) (1 00 006}
Total paid-in share capital 30 June 2016 4 195 266 30 496 389

Listed below are the shareholders who control more than 10 percent of the shares in the shareholders®
equity:
20062016 31.12.2015

Waleri Belokon (2. 20% nh_gang
Wilari Belokon 300095 30,01 %

22
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Fimancial Statements

Notes to the Interim Condensed Group consolidated and Bank separate Financial Statements
for the six month period ended 300 June 2006

15 RELATED PARTY TRANSACTIONS

The cutstanding balances as aof 30 June 2006 and 31 December 2005 and related income statement amounts
of transactions for the six month period ended 30 June 2016 and 30 June 2015 with other related parties are

as ol bows:
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Notes to the Interim Condensed Group consolidated and Bank separate Financial Statements
for the six month period ended 30 Jupe 2006
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All related party transactions are at arm’s length,
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MNotes to the Interim Condensed Group consolidated and Bank separie Financial Statements
for the sis month period ended 30 Tune 2006

16 CAPITAL ADEQUACY CALCULATION

The Financial and Capital Market Commission sets forth capital requirements for the Bank as a whole and
supervises the adherence to the requiremenis,

According Lo the specific requirement of the FCMC, the Bank should maintain a capital adequacy ratio
above minimum level — | 6.4% for the perod starting from | Oetober 2005 till 30 September 2016 (from |
Cretober 2004 1ill 30 September 00 5: 13.7%),

The Bank also monitors it capital adequacy levels calculated in accordance with the requirements of the
Mew Basel Capital Accord, commcnly known a5 Base] 111,
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Financial Statcments

Notes to the Interim Condensed Groop consolidated and Bank separate Financial Stalements

Tor the six month peciod ended 30 June 2006

Total equity capital

Paid-in share capital

Reserwe capital and otler reserves

Hetatnad eamings

Intangible assats

Dreferred tax relazed (o the intangibie asser

Specihe dechne m Tier 1 capital, as stipodated by the applicoble low
Available for safe mstruments revaluation reserve

Less revalation of invesiment properiy

Tier | Core Capital

Subordinated liabilities

Specific decling in Tier 2 capital, as stipulated by the applicabls law
Tier 2 Su Fp!-nmruip.r:.' [.,-IF'H‘.HI

TOTAL CAPITAL

Capital charge for credit risk mherent i the Bank's book,
including thee hrepkdown of pypnsres by cofepanes:

Ceitrad goveramants oF cokreal Bk
Pulbfic omiities
Comimerclal compamnies
Chverdie (delinguent) exposires
High-rizk exposires
Shares and other warialle feoome securinies
Criver ey

The total capital charge for macket risks

Capital charge for operational risk

Total capital charge

CAPITAL ADEQUACY RATIOS

Comman Equity Tser 1 capital ratio

Tier | capital ratiio

CAPITAL ADEQUACY RATIOS
3 December 2015

CAFITAL ADEQUACY RATIOS
31 December 2004

* past due exposures: exposures that are 90 dayvs or more past due.
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Granp Bank
EUR EUR

3t 496 3549 S0 4096 389
B35 152 B35 152
[T 054) (301 5373
(3911 T47) (3911747}
14 765 314 TS

(2 665 20 (2711 584)
T24149 72410
(433 702) {113 54R)
24 198924 24 TR A1
P14 478 11010478
(2 665 TR {2711 584)
B 345 180 5208 B4
32 544 104 A3 17R KOS
11 746 7348 TTRIR 51T
5% 122 f30 [ 23

1 E R F 076 073
3 082 354 JER2 3549
I 367 W75 1367 875
4 344 12 R
&2 537 TT7 149
e e A E
205 dah 205 089
2392 TTh 2 384 258
14 344 64 14 207 E6d
13.50% 13.81%
[3.50%, 13.81%
18.15% 18.42%;,
17.154% 17.38%



Inverim Condensed Crroap consnlidared prd Bonk sepirate Fliooncial Stabanents
fior the six month periosd anded 30 June 2016

Financial Statements

Motes to the Interim Condensed Groop consolidated and Bank separate Financial Statements
For the siv menth period ended 30 June 2016

The nsk-weighted assets are megsured by means of a hierarchy of nsk weights classified according 10 the
nature of = and reflecting an estimate of eredit, market and other rzks associated with — cach asset and
courterparty, taking into account any eligible collateral or guarantees. A similar treatment s adopted for
sureties and commitments, with some adjustments 1o reflect the more conlingent nature of the potential

lases,

To caleulate the reguired capital charge in accordence with the minimum regulatory capieal requirements,
Bank applies the following approaches:
- capital charge for credin risk — the Standardised Approach;
capital charge for market risk —the Standardized Approach;
- capital charge for operational risk ~ the Basic Indicator Appronch.

17 EVENTS SUBSEQUENT TO THE REPORTING DATE

From the last dev of the reporting period w the doate of signing ol theze consolidated financial statements, no
events have cocurred which would entail making adjustments to these consolidated financial statements or
which ought to lave been explainad in these consolidated financial staterments.
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