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Management Board declaration

All data and supplementary information presented in the 2015 consolidated financial
statements of AS Eesti Krediidipank are trueand complete; no omissions have been made
with regard to data or information that would affect the content or meaning of the
information. The consolidated financial statements givea true and fair view of the
financial position, performance and cash flows of AS Eesti Krediidipank Group.

The consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union
and referred to in § 17 of the Accounting Actof Estonia. These 2015 consolidated financial
statements of AS Eesti Krediidipank are in compliance with the laws of the Republicof
Estonia. AS Eesti Krediidipank and the subsidiaries of the bank are going concern.

The 2015 consolidated financial statements of AS Eesti Krediidipank will be presented to
the general meeting of shareholdersfor approvalin April 2016. The previous 2014
consolidated financial statements were approvedby the general meeting of shareholders
at28.04.2015.

Valmar Moritz
Chairman of the Management Board

Uku Tammaru
Vice Chairman of the Management Board

Marina Laanevali
Member of the Management Board

Janek Uiboupin
Member of the Management Board

Ieva Racenaja
Member of the Management Board



General information

Businessname

Registered

Address

Commercial register number

Dateof firstentry
Phone

Fax

SWIFT/BIC

Email address

Website

Auditor

Commercial register number
of the auditor

Address of theauditor
Balance sheet date of the

financial statements
Reporting period

Reporting currency
Shareholders holdingin
excess of 1% of the shares

Members of the supervisory
board

Members of the management
board

Entities belonging to the
group

* nominee account

AS Eesti Krediidipank

15.03.1992in Tallinn

Narva road 4,15014 Tallinn, Estonia

10237832 (Commercial Register of the Republic of
Estonia)

19.08.1997

+3726690900

+ 3726616037

EKRDEE22

info@krediidipank.ee

www krediidipank.ee

AS PricewaterhouseCoopers

10142876 (Commercial Register of the Republic of
Estonia)

Parnuroad 15, Tallinn 10141

31.12.2015

01.01.2015-31.12.2015
euro (EUR), in thousands

Bank of Moscow 59.7304%
BSISA* 9.9995%
East EuropeanCapital Investment Ltd 9.8104%
Firmex Investeeringud OU 5.2623%
Raiffeisen Bank International AG* 4.8546%
Radio Elektroniks OU 4.6782%
Saratoga Finance SPFS.A. 4.6015%
Total percentage of votes represented 98.9369%

Andrus Kluge, Chairman of the Supervisory Board
Timur Dyakov

Arthur Klaos

Boris Beliaev

Ain Soidla

Valmar Moritz, Chairman of the Management Board
Uku Tammaru, Vice Chairman of the Management Board
Marina Laanevali

Janek Uiboupin

leva Racenaja, from 01.05.2015

AS Eesti Krediidipank, parent company
Krediidipanga Liisingu AS

ASMartinoza

AS Krediidipank Finants

The following definitions are used for the purposes of this report:

“Parentcompany” - AS Eesti Krediidipank, including its Latvian branch, hereinafter also
referred to as “Eesti Krediidipank”, “ Krediidipank” and “bank”;

“AS Eesti Krediidipank group” - parentcompany AS Eesti Krediidipank and the
following companies belonging to the group: AS Martinoza, Krediidipanga Liisingu AS
and AS Krediidipank Finants, hereinafter also referred to as “Krediidipank group”,
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AS Eesti Krediidipank group

Legal structure
The following companies were part of AS Eesti Krediidipank group as at31.12.2015:
Name of the Commercial
C Address Field of activity =~ register number Participation
ompany Reg. date
&
ASEesti Narvaroad4 banking 10237832 parentcompany
Krediidipank Tallinn 19.08.1997
Krediidipanga Narvaroad4 . 10079244 0
Liisingu AS Tallinn leasing 27.08.199 100%
. Narvaroad4 real estate 10078109 o
ASMartinoza Tallinn management 28.10.1996 100%
AS Eesti
ASKrediidipank =~ Narvaroad4 othercredit 12546980 Krediidipank
Finants Tallinn granting 03.10.2013 ownership
interestof 51 %

All companies areregistered in the Commercial Register of the Republic of Estonia. The
parentcompany is AS Eesti Krediidipank.

AS Eesti Krediidipank has branch in Republic of Latvia: ASEesti Krediidipank Latvijas
filiale, Césuiela31/3,Riga, LV-1012, Latvija.

Latvian branch’srevenue in 2015 was 631 thousand euros, profitbefore income tax was
469 thousand euros. There wereno income tax or other tax chargeable for profit or loss on
2015.

At31.12.2015, the Latvian branch employed 22 people (in full time equivalent units).
Branch hasnotreceived any governmental aid.

The aforementioned all subsidiaries are consolidated on a line-by-line basisand allintra-
group receivables and payables, transactions between group companies and income and
expenses have been eliminated in full.

ASKrediidipank Finants is included in the AS Eesti Krediidipank group and itis
considered to be a subsidiary because control over the company exists both on the
shareholderslevel and thelevel of the supervisory board.

The definition of group according to the Regulation (EU) No 575 /2013 of the European
Parliamentand of the Council matches that of IFRS.

Principles of organizational structure

The coreactivity of AS Eesti Krediidipank group is providing banking servicesas a credit
institution. The activities of subsidiaries are primarily based on providing support
services to thebankas a creditinstitution.

Thestructure of the group is designed andapproved by the managementboard of the
bank in accordance with the provisions of legislation, the articles of association and
strategies of thebank and its subsidiaries, as well as by adhering to the instructions
provided by the supervisory board and the development priorities of the bank.



The group's organizational structure is mainly based on a divisional and functional
structure. Responsibility for the activities of thebank and its subsidiaries is divided
between the members of the bank's managementboardaccording to field of activity and
function, thereby establishing areas of responsibility.

Theallocationof areas of responsibility among members of the management board is
based on the principle of separation of functions, which ensures the separation of
controlling entities from controlled entities. Departments are formed in order to manage
theactivities of fields of activity /functions within the area of responsibility ofa
managementboard member either according to the functional or business segment
criteria.

Theallocationof areas of responsibility among members of the management board is
decided by the supervisory board of the bank.

The managementboard of the bank decides the competence, formation and staffing of the
departments anditwill also approve the organizational structure.

AS Eesti Krediidipank group managementarrangement

AS Eesti Krediidipank group acts on the basis of the principle of consolidation, which
entails the establishment of collective and coordinated objectives, the sharing of common
corevalues and the formation of competent governing bodies to managerisksacross the
entire group.

The governing body of the group companies are the management board and the
supervisory board of the companies. The strategy, objectives and risk management policy
of the group are approved by the supervisory board of the bank.

The managementboard of the bank and the supervisory boards of the group companies
approvea plan of action thatis more detailed for the specific company and targeted to the
specific company in consideration of the bank's group strategy, objectivesand risk
appetiteapproved by the supervisory board of the bank.

The core values expressed by the group strategy areshared by all of the group comp anies.

The group manages risksacross the entire group. In order toimprove the effectiveness of
group management, the following committees have been established on the group level:

Audit Committee is comprised of members of the Supervisory Board of thebank and it
serves as an advisory body in respect of accounting, auditing, risk management, legal
compliance, internal control and audit, general supervisionand budgeting.

Remuneration Committee is comprised of members of the Supervisory Board of the bank
and its roleis to evaluate theimplementation of remuneration policy and their adherence
to the operational objectives of the bank and to evaluate the effect of decisionsrelated to
remuneration to compliance with requirements set forth concerning the group'srisk
management, own fundsandliquidity.

Credit Committee and Credit Commission are competent bodies for making credit
decisions and theirroleis to ensure through their decision-making the adherence to
common credit policy across the group.

Price Commission is a competent body for the group-wide management of real estate risk
and realized creditrisk of the collaterals.




Asset/ Liability Management Committee is a competent body on a group-wide basis for
the management of liquidity risk, interestrate risk of the bank portfolio and securities
portfolio, designing of the structure of assets and liabilities, management of profitability
and management of capital.

A group-wideinternal control system has been implemented by the group encompassing
all operational and managementlevels for the purposes of ensuring the effectiveness of
the group's operations, reliability of financial reporting, compliance of operations with
applicablelaws and other legislation, internal regulations approved by governing bodies
and theadoption of decisions on the basis of reliable and relevant information. The
control is based on a 3-level control system. The first level constitutes internal control that
takes place internally withineachdivision. The second level is made up of risk
managementand compliance functionthat operate as autonomousandindependent
control units. The third level comprises the internalaudit unit thatexercises control over
the entire operations of the group.

AS Eesti Krediidipank governing bodies
The governing bodies of AS Eesti Krediidipank are its Supervisory Boardand
Management Board.

TheSupervisory Board is appointed by the General Meeting of Shareholders for a five-
year term. Shareholders whoholdshares atleast1/10 of the share capitalare able to
nominate candidates for election of members of the Supervisory Board in the formof a
draftresolution of the General Meeting of Shareholders.

The Management Boardis appointed by the Supervisory Board of the bank as a collegial
body also for a five-year term. When appointing members of the Management Board, the
Supervisory Board ensures that the Management Board that is formed would be
sufficiently diverse in composition througha profile of knowledge, skills, experience and
education in order to make sure that the Management Board has the capability to
effectively manageall of the bank's operating segments. The Supervisory Boardalso aims
to takeinto consideration gender diversity when deciding on the composition of the
Management Board.

Members of the governing body are appointed based upon requirements applicable to
members of governing bodies pursuant to the provisions of the Credit Institutions Act:
any appointedindividual musthave the necessary knowledge, skills, experience,
education, professional qualifications and impeccable reputationin business to be able to
manage a creditinstitution. A person whose earlier activitieshave caused the bankruptcy
or compulsory liquidation or revocation of the activity license of a company, or from
whom therightto engage in economic activity has been taken away pursuant tolaw, or
whose earlier activities asa manager of a company have shown thathe or sheis not
capable of organizing the management of a company such that the interests of the
shareholders, members, creditors and clients of the company are adequately protected, or
whose earlier activities have shown thathe or she is not suitable to manage a company for
other good reasons cannot be elected or appointed manager of a creditinstitution.

In order to ensure compliance with the aforementioned requirements, the bank has
adopted an internal policy for the evaluation of the suitability of a member of its
governing body: suitability is evaluated before the individualis appointed member of a
governing body and, if necessary, during their term of office as members. The bank has



established a policy for theregular training for members of the managementboard in
order to ensure sustained competency of its management board members.

Remuneration policy

TheKrediidipank group appliesa single remuneration policy thathasbeen approved by
the Supervisory Board of the bank and the effectiveness, adherence to objectives and
implementation of the policy is supervised by the Remuneration Committee. The
remuneration policy applies equally to both employees and members of the management
boards of group companies.

The compensation structure applicable in the Krediidipank groupis comprised of three
components:
- basesalary (fixed and variable pay for successful performance);
- performance pay according to the profitability of the group, which is based on
- return on equity;
- bonus for outstanding accomplishments.

Performance pay corresponding to the profitability of the group is payablein cash in the
period following thereporting period to those employees who have contributed to
achieving theresults while adhering to the objective and values of the group and continue
to be employed by the group. The group does not use any performance pay based on
shares or options. Performance pay encourages efficient risk management and does not
incentivise excessive risk-taking. Other non-monetary benefits are additional to the salary
in the form of flexible work time, various collective events and supplementary paid
personal holiday that depends on seniority.

in thousandsof euros

2015 2014
Wages and salariesand other compensation 3,352 3,504
Performance pay and bonuses 255 38
Redundancy benefitsand severance payments 81 101
Fringe benefits 72 50
Social tax, unemployment insurance premiums 1,218 1,199
Total 4,978 4,892
Number of employeesat end of reporting period (in full time equivalent units) 174 206
Average number of employeesin reporting period (infull time equivalent units) 180 221
Severance paymentsspecifiedin contracts 312 271

Information regarding management compensationis provided in Note 36. Related parties.
As of 31.12.2015 the group hadno valid policy for dividends.

Persons thathave close links

According to the 26 June 2013 Regulation (EU) number 575/2013 of the European
Parliament and of the Council, closelinks is defined as a situation in which two or more
natural orlegal persons arelinkedin any of the following ways:

e participationin the form of ownership, direct or by way of control, of 20% or more of
the voting rights or capital of an undertaking;

e control;

e apermanentlinkof both or all of them to the same third person by a control
relationship.

According to the definition, closelinks to AS Eesti Krediidipank have Bank of Moscow,
Rozhdestvenka Street 8 /15, Moscow; owning 59.7304% of shares of AS Eesti
Krediidipank.



Overview of activities and significant events

For the European Union, the mostimportant target market for Estonia, the year 2015 was
marked by therefugee crisis and bond purchases by European central banks for
stimulating the economy.

These events did notfail to affect Estonia asa country with anopen economy.
Themeasures applied by the European Central Bank and other central banks of European
Union Member States for stabilizing the European economy and stimulating growth -
very low base rates and fees for maintaining a liquidity buffer in central banks -have
created an environment that the bank has previously never operated in.

This has led to a substantial reduction in in terest rates on depositsin the banking sector,
as well as somewhat of a decreasein interestrates on loans.

Despite thereduced interest rates, businesses are mostly cautiousabout making
investments andinitiating new projects whereas the volume of dep osits keeps growing
regardless of the nearly non-existentinterest rates on deposits.

Fuel prices sharply declined in 2015 and relatively fast-paced salary growth continued
along with associated growthin purchasing power and consumer confidence. These
developments havein turn stimulated thelocal financial markets.

Theyear 2015 was successful for Krediidipank and the subsidiaries of the banking group
in spite of the problems arising from the economic environment. The consolidated profit
of Eesti Krediidipank increased by approximately 30 % compared to the previous year,
reaching almost 1.8 million euros.

The deposits of the group's customers also increased by almost29 % and reached 267.40
million euros. Total assets also increased to 305.35 million euros thanks to therisein
deposits. Growth was almost 50 million euros compared to the previous year's
comparison period. Total loans grew by 2 million euros compared to the period 12
months earlier, reaching 152.65 million euros.

Thebank's subsidiaries had a successful year. AS Martinoza, a company engaged in the
real estate business, recorded its best ever sales performance, which exceeded 4.7 million
euros.

Krediidipank Finants AS, a consumer lender that provides credit underits Sihtlaen
(Target Loan) brand, continued to display successful performance from the year before.
More than 9.81 million euros of loans were granted during the year, which was up
significantly from thelevel recorded in the year 2014.

Theleasingandloan portfolio of the bank's subsidiary Krediidipanga Liisingu AS
decreased during the year 2015 from 27.58 million euros to 25.22 million euros. During the
year, leasing projects amounting to a total of 2.90 million euros were financed. The loss for
theyear 2015 was0.07 million euros.

Theleasing portfolio was comprised of 63 % real estate, 35 % passenger vehicles and vans,
2% machinery and other equipment.
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Events in 2015

Most important accomplishments of the year

The most important accomplishment of the year 2015 in our view was the internal
structural realignment within the bank that we undertook with the aim of realigning the
organizationthathaduntil then mostly been focused on service to an organization mainly
focused on sales, therefore the retail banking and marketing areas of the bank were
transformed to the greatest extent.

Thebankrepaid a loan of 5 million euros in the spring, which was the final instalment of
the 10-million euro 3-year termloan raised as part of thelong-term refinancing operation
organized by the European Central Bank in the year 2012.

Theadequacy of the bank’s capital buffer allowed the bank to repay early its subordinated
loan of 9 million euros.

Thebank continuedits branchnetwork rationalization program, closing its branches in
Paldiski and Nomme in the month of September. The bank's Maardu branchwasupdated
with a new look.

Biggest successes of the year

Successful sales performance of the Sihtlaen product - the target that was set for three
years has been met in essentially half of the time. Approximately 9.81 million euros of
loans were granted under the Sihtlaen brand during the year.

The economic crisis has lasted for a long period of time and the year 2015 was best in
terms of performance for the entire group during the period. The group's profit in
conditions of remarkably low interest rates was approximately 1.8 million euros.
New appointment of the year

Ieva Racenaja, manager of the Latvian branch of Krediidipank wasappointed the fifth

member of the bank's management board in the month of May. Ieva had been working at
the bank for four years before her appointment.
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Outlook of Krediidipank group in the year 2016

Target customer
Krediidipankis a universalbank that provides a wide range of banking services,
including settlements, online banking, creditand debit cards, deposits, loansandleasing.

Krediidipank offers its customers the following value:

* Suitability of banking products
Banking products are developed with the needs of the target customer, estimated
profitability and activities of competitor banks in mind.

* Comprehensiveness of banking products
Eesti Krediidipankis a universal bank whichenables its customers to handleall of their
everyday banking needs in one place.

* Accessibility of banking products

Branches of Eesti Krediidipank arelocated in all of the major attraction centers of Estonia,
as well as in Riga, and are easily accessible. We are continually developing our online
bankingin order to enhance the electronic banking and to expand its possibilities. Our
objectiveis to enable the digital signing of all contracts.

* Simplicity

The products of Eesti Krediidipank are simple to useand easy to understand.

* Friendliness
Theservice culture of Eesti Krediidipank s friendly, customer-oriented and personal.

* Competence
The employees of Eesti Krediidipank are competent, accurate and effective. Doing
business with Eesti Krediidipank is simpleand quick.

AS Eesti Krediidipank has the following priorities for the upcoming years:

e Capital efficiency

Different assets require different equity backing. Krediidipankis capable of offering
products based on the needs of its customers that involve a minimum of equity, are of a
balanced risk toincomeratio and are suitably priced for the customer and the bank.

e Cost-effectiveness

The objective of Krediidipankis notto offer a range of products thatis as wideas possible
but instead to offer a sufficient selection of products on a good level and ata fair price for
the customers to handle their everyday financial matters. A suitable structure ensures a
good opportunity for selling products as the bank focuses on salesand customer service
locations and the consolidation of supportactivities.

¢ Valued employer

Employees are an importantasset of Krediidipank. Our objectiveis to be a valued
employer for the bestemployees. Our aimis to improve managementand work
performance through the provision of honest feedback. As an employer, we support our
employees' desire for development and contribute to helping our employees find or create
learning opportunities.

The group will continue to focus on the sale of three successful products during the year
2016 - the Arveldaja (Settlements) package, Sihtlaen (Target Loan) and mortgage loans.
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The Arveldaja packageis an attractively priced collection of most used banking products
and services offered to customers. For a fixed monthly fee, customers subscribing to this
package are able to make an unlimited number of bank transfers, direct debit orders, e-
invoice payments via standing order in Estonia and Europe (SEPA) and they get a debit
card that they can use to withdraw cash unlimited times from cash machines in Estonia
and almost the entire world. No separate card fees or account management fees are
charged from the customer when they subscribe to the package.

Theadvantage of Sihtlaen as compared to other loan productsis the quick response to the
loan application - customers geta response typically withinless than one minuteand they
do nothave to prove their income or provide collateral beforehand. The maximumloan

amount of Sihtlaen is 7,500 euros anditis intended for financing customers'imp ortant
workand activities.

A mortgage loan is suited to a customer that needs a larger amount for implementing

their objectives. A loan secured by real estate can be up to 100,000 euros and the mortgage
loan is for a term of up to 20 years.
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Key financial indicators and ratios of Krediidipank
Group

In thousandsof euros

2015 2014
As atthe end of the reporting period
Balance sheettotal 305,350 255,985
Shareholders equity 28,898 27,126
Share capital 25,001 25,001
Number of shares of AS Eesti Krediidipank 39,117,600 39,117,600
Loansand advancesto customers 152,652 150,705
Deposits 267,395 207,779
For the reporting period
Net profit 1,772 1,378
Total income 17,076 14,929
Netinterestincome 5,894 5,913
Interestincome 8,261 8,723
Interest expense 2,367 2,810
Ratios (year-on-year)*
Return on equity (ROE)
Net profit/shareholders” equity 6.3% 5.2%
Return on assets (ROA)
Net profit/assets 0.6% 0.5%
Equity multiplier (EM)
Total assets/shareholders’ equity 10.0 9.8
Profitmargin (PM)
Net profit/totalincome 10.4% 9.2%
Asset utilization (AU)
Total income/assets 6.1% 5.8%
Earningspershare EPS (euros)
Net profit per common share eligible for dividends 0.05 0.04
Number of account holders** 43,008 58,571
Number of service locations*** 14 31

* Ratioshave been calculated based on average balance sheetindicatorsforthe reporting period

** During the year 2015 there were arrangementson client base - the accounts, havingno deposit amountand
have not been used foryears, were closed.

*** The contract with Estonian Road Administration expired in2015because Estonian Road Administration
started to receive the paymentsforregistrationoperationshy itself. Therefore, 14 branchofficesin Estonia were
closed.
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Indicators of capital adequacy of
Krediidipank group

Information on the capitaladequacy of the group is presented in the table below.

In thousandsof euros

Capital base 31.12.2015 31.12.2014
Tier 1 capital

Paid-in share capital and share premium 25,175 25,175
Statutory reserve capital 1,844 1,813
Accumulated profitloss(-) 58 -1,308
Intangible assets (-) -761 -733
Deferred tax asset depending on future taxable profits (-) -1 -1
Adjustment of value arising from requirementsof reliable measurement (-) -17 -13
Total Tier 1 capital 26,298 24,933
Subordinated debt 4,000 6,469
Tier 2 capital 4,000 6,469
Eligible capital for capital adequacy calculation 30,298 31,402
Risk-weighted assets

Central government and central banks using the Standardised Approach 526 2,670
g:ggg;?igélzr;?;ggsﬁmentcompanlesand local governments using the 13,774 7171
Companiesusing the Standardised Approach 4,404 9,553
Retail claimsusing the Standardised Approach 16,718 13,246
Claimssecured by mortgage on real estate usingthe Standardised Approach 55,353 54,842
Claimspast due using the Standardised Approach 2,874 5,418
Iltemssubject to particularly high riskusing the Standardised Approach 9,962 10,406
Otherassets using the Standardised Approach 18,784 23,250
Total creditrisk and counterparty creditrisk 122,395 126,556
Operational riskusing the Basic Indicator Approach 18,272 19,706
Total risk-weighted assets 140,667 146,262
Capital adequacy (%) 21,54% 21.47%
Tier 1 Capital Ratio (%) 18,69% 17.05%
Own funds requirements:

Core Tier 1 capital ratio 4.50%  Core Tier1 capital/total riskexposure

Tier1 capitalratio 6.00%  Tier1 capital/total riskexposure

Total capitalratio 8.00% Total capital/total riskexposure

Systemic risk buffer 2,00%  Oftotal risk exposure

Capital maintenance buffer 2,50% Of total risk exposure

Thesystemic risk buffer of the Krediidipank group as at 31.12.2015 was 2,813 thousand

euros compared to 2,925 thousand euros as at31.12.2014.

The capital maintenance buffer of the Krediidipank group as at 31.12.2015 was 3,517
thousand euros compared to 3,656 thousand euros as at 31.12.2014.

The group's total amount of own funds used for the calculation of capital adequacy has
decreased during the year 2015 as a result of the decline in the subordinated debt in the

calculation of Tier 2 capital.
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The remaining maturity of all the exposures, broken down by exposure classes are

presented in the table below.

In thousandsof euros

31.12.2015
Balance sheet (Standardised Approach) on Upto3 3-12months 1-5years overs Total
demand months years
Central governmentsand central banks 65,126 24 1,125 0 0 66,275
Creditinstitutions, investment companies 55.688 2333 1,273 554 0 59.848
and local governments
Companies 1,528 0 521 3,177 503 5,729
Retail claims 5 211 1,506 18,286 1,652 21,660
Claimssecured by mortgage on real estate 2 1,800 2,276 15,382 101,622 121,082
Claimspast due 2,598 0 0 0 0 2,598
Itemssubject to particularly high risk 2,300 16 3,820 73 4 6,213
Investmentsin equity 0 0 0 0 13 13
Otherassets 2,422 0 0 0 18,749 21,171
Total balance sheetexposures 129,669 4,384 10,521 37,472 122,543 304,589
Off-balance sheet (Standardised Approach)
Credit institutions, investment companies
and local governments 0 207 0 0 0 207
Companies 299 0 299
Retail claims 2,487 0 2,487
Claimssecured by mortgage on real estate
under standard method 3,663 0 0 0 0 3,663
ltemssubject to particularly high risk 1,422 0 0 0 0 1,422
Total off-balance sheetexposures 7,871 207 0 0 0 8,078
Total exposure 137,540 4,591 10,521 37,472 122,543 312,667
31.12.2014
Balance sheet (Standardised Approach) on Upto3 3-12months 1-5years overs Total
demand months years
Central governmentsand central banks 33,182 4,242 0 1,098 0 38,522
Creditinstitutions, investment companies 30,089 0 0 1.387 0 31,476
and local governments
Companies 3,146 0 2,145 4,311 3,940 13,542
Retail claims 6 171 937 14,129 1,836 17,079
Claimssecured by mortgage on real estate 58 870 2,244 13,672 103,322 120,166
Claimspastdue 2,023 591 883 1,520 245 5,262
Itemssubject to particularly high risk 5,791 0 0 68 95 5,954
Otherassets 4,377 0 0 0 18,874 23,251
Total balance sheetexposures 78,672 5,874 6,209 36,185 128,312 255,252
Off-balance sheet (Standardised Approach)
Companies 182 0 0 0 0 182
Retail claims 2,248 0 0 0 0 2,248
Claimssecured by mortgage on real estate
under standard method 82 0 0 0 0 82
Itemssubject to particularly high risk 1,966 0 0 0 0 1,966
Total off-balance sheetexposures 5,179 0 0 0 0 5,179
Total exposure 83,851 5,874 6,209 36,185 128,312 260,431
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In addition to the capital adequacy indicator, according to the Capital Requirements
Regulation (CRR) and Capital Requirements Directive (CRD 1V), an important indicator
for banks is the financial leverage ratio in order to limit excessive indebtedness of banks.

In order to calculate the financial leverageratio, the capitalindicator (Tier 1 capital), see
the table on page15)is divided by the total exposure indicator (see the table on page 16)
anditis expressed as a percentage. The financial leverageratio of the Krediidipank group,
calculated as a simple arithmetical average of monthly financial leverage ratios over one
quarter, as at31.12.2015, is 8.48 %, compared t0 9.37 % asat31.12.2014.

TheKrediidipank group plansits strategy by taking into account the need to maintain its
financial leverage ratio on a sustainable level. The bank's management board and the
operationalbody thatithas formed, the Asset/ Liability Management Committee, monitor
the risk levels arising from excessive financial leverage and the compliance of the ratio
with regulations, analysing changes in the balance sheet structure and when necessary
adopting an action plan for controlling financial leverage.
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Concentration of exposures limits of Krediidipank
group

According to the Regulation (EU) number 575 /2013 of the European Parliamentand of
the Council, a creditinstitution's exposure to a client or group of connected clients is
considered a large exposure whereits valueis equal to or exceeds 10 % of the credit
institution's eligible capital.

According to the EU Regulation number 575/2013 article 400 paragraph1 terms the
exposures relating to customers asa result of undrawn commitments are exempt from the
applicable concentration of exposures limits specified in the table below.

In addition, exposures to central governmentsand central banks which have been
assigneda risk weight of 0 % are exempt from the applicable concentration of exposures
limits.

In thousandsof euros
Concentration of exposure limitsapplicable to Aoplicable limit Number Total value of
counterparties ppli Mt 5t clients clients exposures
Persons otherthan creditinstitutionsand
investment companies

25% of eligible capital 2 8,497

Creditinstitutionsand investmentcompanies eligiblecapital 5 54,139
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AS Eesti Krediidipank consolidated statement of
financial position

In thousandsof euros

Assets Note 31.12.2015 31.12.2014
Cash on hand 2,342 2,576
Balanceswith central banks 3 65,126 30,475
Loansand advancesto creditinstitutions 4 57,716 29,836
Financial assetsheld fortrading 10 28 0
tFripoaungcriﬁ)lra;\)sf?;e(tjsr(I:igzsssignated atfairvalue 10 6,078 13,184
Loansand advancesto customers 5-9 152,652 150,705
Held-to-maturity financial assets 10 503 3,921
Available-for-sale financial assets 10 13 18
Otherfinancial assets 11 1,161 843
Assets held for sale 12 2,422 4,538
Investment property 13 11,220 13,515
Property, plant and equipment 14 5,088 5,360
Intangible assets 15 761 733
Otherassets 16 240 281
Total assets 305,350 255,985
Liabilities

Due to central banks 0 5,073
Financialliabilitiesdesignated at fair value

through profit orloss 216 0
Due to creditinstitutions 18 115 356
Due to customers 19 267,395 207,779
Otherfinancial liabilities 20 3,928 1,463
Otherliabilities 21 699 798
Subordinated debt 22 4,039 13,390
Total liabilities 276,452 228,859
Shareholders’ equity 23

Share capital 25,001 25,001
Share premium 174 174
Reserves 1,844 1,813
Retained eamings(accumulated loss) 1,838 89
nggspggﬂfgzn;qmty attributable to owners of the 28.857 27.077
Non-controllinginterest 41 49
Total shareholders’ equity 28,898 27,126
Total liabilities and shareholders’ equity 305,350 255,985

Notes to the financial statementson pages24 to 77 are an integral part of the consolidated financial statements.
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Consolidated income statement and statement of
comprehensive income of AS Eesti Krediidipank

In thousandsof euros

Note 2015 2014

Interestincome 25 8,261 8,723

Interest expense 26 -2,367 -2,810
Net interestincome 5,894 5,913

Fee and commission income 27 3,364 2,643

Fee and commission expense 28 -713 -602
Net fee and commissionincome 2,651 2,041
Revenue from sale of assets 3,609 1,640
Cost of assets sold -3,143 -1,057
Change in fair value of investment property 115 893
\l;l;tuper?girttl)lﬁstiigrgaf:trgﬁllg;of financial assetsdesignated at fair 29 353 559
Payroll expenses 30 -4,978 -4,892
General and administrative expenses 31 -2,565 -2,749
Otherincome 32 1,727 1,029
Otherexpenses 33 -376 -654
Depreciation -486 -534
Impairment losseson loansand advances -169 307
Profit before income tax 1,926 1,378
Income tax -154 0
Net profit 1,772 1,378
_incl.share of profit/loss attributable to non-controlling -8 -30
C(l)rrlncil)ésnr;/are of profit attributable to the ow ners of the parent 1,780 1,408
Other comprehensive income/expense
incl. unrealised fo_reign currency g_a_ins'a_nd Io_sse_sarising_from the 0 11
translation of foreign businessentities financial information
Comprehensiveincome for the financial year 1,772 1,389
_ incl. share of profit/loss attributable to non-controlling 8 30
interest

incl. share of profit attributable to the owners of the parent 1,780 1.419

company

Notes to the financial statementson pages24 to 77 are an integral part of the consolidated financial statements.
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Consolidated statement of changes in shareholders’
equity of AS Eesti Krediidipank

In thousandsof euros

Share  Share Statutory Unrealised Retained Total equity Non- Total
capital premium reserve foreign earnings attributable controlling shareholders’
capital  currency tothe interest equity
gainsand shareholders
losses of the parent
company
Balance as of
31.12.2013 25,001 174 1,791 -11 -1,297 25,658 79 25,737
Net profit for the
financial year 0 0 0 0 1,408 1,408 -0 1.378
Other
comprehensive 0 0 0 11 0 11 0 11
income
Total
comprehensive 0 0 0 11 1,408 1,419 -30 1,389
i £ o
Formation of
statutory reserve 0 0 22 0 22 0 0 0
Balance as of
31.12.2014 25,001 174 1,813 0 89 27,077 49 27,126
Net profit for the
financial year 0 0 0 0 1,780 1,780 8 1772
Total
comprehensive 0 0 0 0 1,780 1,780 -8 1,772
income forthe
Changesin reserves 0 0 31 0 -31 0 0 0
Balance as of 25001 174 1,844 0 1,838 28,857 41 28,898

31.12.2015

Additional information presentedin Note 23.
Notes to the financial statementson pages24 to 77 are an integral part of the consolidated financial statements.
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AS Eesti Krediidipank consolidated statement of cash

flows
In thousandsof euros
Cash flows from operating activities (indirect method) Note 2015 2014
Net profit 1,780 1,408
Adjustments
Change in provisionsforloansand advances 169 -307
Depreciationand impairment of non-current assets 499 548
Impairment of available-for-sale financial assets 12 171 37
Change in fair value of financial assetsdesignated at fairvalue
through profit orloss sr2 559
Revaluation of investment property 13 -115 -893
Net profit/losson sale of non-current assets (-/+) -2 52
Effect of changesin currency exchangerates -1 15
Netinterestincome 25,26 -5,894 -5,913
Interest received 6,828 8,698
Interest paid -2,614 -2,234
I(;t;znnggeclgrl‘opaar;si:;\d advancesrelated to customersof credit institution and 1,320 7,243
grr:)?ir;%(:llgsgalrvalue of financial assetsdesignated at fair value through 7.307 15,423
Change in long-term receivablesfrom credit institutions -80 15
Change in loansand advancesto credit institutions -241 -23
Change in deposits 59,439 -5,209
Change in assets held forsale 2,116 466
Change in otherassets and liabilitiesrelated to operating activities 1,234 487
Total cash flows from operating activities 69,648 5,886
Cash flows from investmentactivities (direct method)
Redemption and sale of held-to-maturity financial assets 4,412 1,696
Proceedsfrom sale of non-current assets and investment property 2,474 3,977
Purchase of non-current assets and investment property -317 -877
Total cash flows from inv esting activities 6,569 4,796
Cash flows from financing activities (direct method)
Repaymentsof loansto credit institutions -14,000
Total cash flows from financing activities -14,000
Total cash flows 62,217 10,682
Change in cash and cash equiv alents 62,217 10,682
Cash and cash equivalentsat beginning of the period 62,467 51,785
Cash and cash equivalentsat end of the period 124,684 62,467
Cash and cash equiv alents balanceis comprised of: 124,684 62,467
Cash on hand 2,342 2,576
Demand depositsin central banks 65,126 30,475
Demand and short-term depositsin creditinstitutions 57,216 29,416

Notes to the financial statementson pages24 to 77 are an integral part of the consolidated financial statements.
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Notes to Financial Statements

Note 1. Accounting principles

ASEesti Krediidipank (Reg. No.10237832) is a creditinstitution registered in Tallinn
(Estonia) Narvaroad 4.

These consolidated financial statements of AS Eesti Krediidipank for the year 2015 have
been approved by the managementboard of AS Eesti Krediidipank and will be presented
to theshareholders for approval. The consolidated financial statements for the year 2014
wereapproved by the general meeting of shareholders at28.04.2014.

Functional and presentation currency
The functional currency of the AS Eesti Krediidipank Group is euro. 2015
consolidated financial statements have been presented in thousands of euros.

1.1 Basis of preparation

These consolidated financial statements of AS Eesti Krediidipank Groupare prepared
in accordance with International Financial Reporting Standards (IFRS) as adopted by
the EU. The principal accounting policiesapplied in the preparation of these
consolidated financial statementsare set out below. These policieshave been
consistently applied to all the years presented, unless otherwise stated. These financial
statements have been prepared under the historical cost convention, exceptas
disclosed in some of the accounting policies below (i.e. financial assets at fair value).
Financial statements have been prepared according to accrual principle of accounting.
The group classifies its expenses by nature of expense method. When the presentation
or classification of items in the consolidated financial statements is amended,
comparative information for the previous period are also reclassified, if not referred
differently in specific accounting principle.

1.2 Critical accounting estimates and judgements

The preparation of the consolidated financial statements in accordance with the
International Financial Reporting Standards as adopted by the EU requires the use of
certain critical accounting estimates and assumptions that affect the reported amounts of
assets and liabilitiesand disclosure of contingent assetsand liabilitiesat the date of the
financial statementsand the reported amounts of revenues and expenses for the
reporting period. Although these estimates are based on best knowledge and judgement
of currentevents and actions, the actual outcome and the results ultimately may
significantly differ from those estimates. More detailed overview of the estimates made
is provided under accounting principles or disclosures set out below.

Critical estimatesand judgements are primarily used in the followingareas:

a) loanallowances, incl. fair value assessment of collateral (Note9),

b) estimation of the fair value of investment property (Note 13),

c) fairvalueof financial assets and liabilities (Note 2).

Estimates and judgments are continually evaluated based on historical experienceand
other factors, including expectations of future events thatare believed to be reasonable
under these circumstances. Changes in assumptions may have a significantimpact on
the financial statements in the period assumptions are changed. Management believes
thatthe underlying assumptions are appropriate and the Group's financial statements
therefore present the financial positionandresults truly and fairly.
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1.3. Consolidation

These consolidated financial statements of the AS Eesti Krediidipank Group are comprised
of the financial statements of the parent company AS Eesti Krediidipank and its
subsidiaries Krediidipanga Liisingu AS, AS Martinoza and AS Krediidipank Finants as of
31 December2015.

The financial information of all companies controlled by AS Eesti Krediidipank has been
consolidated. Groupentities use uniformaccounting policies.

The definition of group according to the Regulation (EU) No 575 /2013 of the European
Parliamentand of the Council matches that of IFRS.

The statements of financial position and income statements of the bank and its subsidiaries
are consolidated on a line-by-line basis, eliminating the intercompany balances, revenues,
income-expenses and unrealised gains/losses on transactions between group companies.

Subsidiaries

Subsidiaries are all economicentitiesin which the group hascontrol. An entity is
controlled by the group if the group receives or has rights to the variable profitarising
from ownershipinterestin anentity and itis able to influence the size of the profit by
exercisingits influence over the entity. Subsidiaries are consolidated in the financial
statements from the time control arises until it ceases.

Pursuant to the Accounting Act of the Republic of Estonia, information of the separate
financial statements (primary statements) of the consolidating entity (parent company)
shall be disclosed in the notes to the consolidated financial statements (see Note 40). In
preparing the primary financial statements of the parent company the same accounting
policies have been used asin preparing the consolidated financial statements. In the parent
company’sseparate primary financial statements, disclosed to these consolidated financial
statements, the investmentsinto the shares of subsidiaries are accounted for at costless any
impairmentrecognised.

Non-controlling interest

Non-controlling interest is the share of the net profit (loss) of a subsidiary in the statement
of comprehensive income, whichis attributable to interests whichare not owned, directly
or indirectly, by the Group. Non-controlling interest forms a separate component of the
Group’s subsidiaries shareholders outside the group or the interest of the subsidiary's
shareholders' equity. Non-controlling interests in the comprehensive incomeis included
within equity in the consolidated statement of financial positionseparately from the equity
attributable to the shareholders of the parent company and is disclosed below the
consolidated statement of comprehensive income.

1.4 Foreign currency transactions and assets and liabilities denominated in a
foreign currency

All other currencies except for the functional currency, the euro, constitute foreign
currencies. Foreign currency transactionshave been translated to functional currencies
based on the foreign currency exchange rates of the European Central Bank prevailing on
the transaction date. Monetary assets and liabilities denominatedin a foreign currency
have been translated into functional currency based on the foreign currency exchange rates
of the European Central Bank prevailing on the balance sheet date. Foreign exchange gains
and losses arerecognised in theincome statement as income or expenses of that period.
Non-monetary assets and liabilities denominated in a foreign currency measured at fair
value have been translated into functional currency based on the foreign currency
exchangerates of the European Central Bank prevailing on the balance sheet date. Non -
monetary assets and liabilities thatare not measured atfairvalnale o nrenavmente
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inventories accounted for using the cost method; property, plantand equipment as well as
intangible assets) in a foreign currency arenot translated at the balance sheet date but they
continue to bereported using the official exchange rate of the European Central Bank
prevailingatthe date of the transaction.

1.5 Cash and cash equivalents

For the purposes of the cash flow statement, cashand cash equivalents comprise cash on
hand, demand deposits due fromcentral banks and other creditinstitutions, thatare
available for use withoutany significant restrictions and which are subjecttoan
insignificantrisk of changes in value. The section of cash flows from operating activities of
the statement of cash flows is presented using the indirect method, the cash flows from
investmentactivitiesandcashflows fromfinancingactivities are presented using the direct
method.

1.6. Financial assets

The AS Eesti Krediidipank Group classifies the financial instruments into classes that
reflect the nature of information and take into account the characteristics of those financial
instruments. The classification made canbe seen in the table below:

Category (as defined by IAS 39) Class (as determined by the Group)

Loansand advancesto creditinstitutions

Loansand advancesto Private individuals
customers Legal entities

Otherfinancial assets

Loansand receivables

Financial Financial assetsat fair Held fortrading interest rate swaps - derivatives

assets value through profit orloss

Debt securitiesdesignated at fair value through profit orloss

Held-to-maturity financial
assets Debt securitiesheld-to-maturity

IAvailable-for-sale financial

assets Investment securities— equity securities

Contingent

) Contractual amounts of currency — related to derivatives
receivables

Financial assets are any assets thatare cash, a contractualright to receive cash or
another financial asset fromanother party, a contractual right to exchange financial
instruments withanother party under conditions thatare potentially favourable or
an equity instrument of another party. Management determines the classification of
its investments atinitial recognition.

1.6.1.Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments thatarenotquoted in an active market. They arise when the Group provides
money, goods or services directly toa debtor with no intention of trading the resulting
receivable.

Loans and advancesareinitially recognised in the consolidated statement of financial
position atfair value including any transaction costs, when the cashis paid to the borrower
or rightto demand paymenthasarisen and are derecognised only when they arerepaid or
written-off, regardless of the fact that part of them may be recognised as costs through
providing allowances for loans. The loan allowances are nresented on the reanective line f
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statement of financial positionatnegative value. Loanshave been recognisedin the
statement of financial positionatamortised cost, using effective interest rate method.
Accrued interest on the loans is recorded in the respective line of statement of financial
position. For overdrafts and credit cards, the actual use of the limit by the borrower is stated
in the statement of financial position. The unused creditlimitis recognised as contingent
liability. Loan restructuring constitutesa change in the terms of the loan (maturity, payment
schedule, interestrate) resulting froma changein therisklevel of the borrower. The
policies for the accounting and presentation of restructured loans d o not differ from other
loans.

Leasereceivables

Financelease transactions are lease transactions under whichall significant risks and rights
from using the assets are immediately transferred from the Group to thelessee. Legal
ownershipof assets is transferred to the customer at theend of the lease term. The
receivables from the financial lease agreements are recognised at net present value of the
minimum lease payments, from which the payments of principal received have been
deducted, plus unguaranteed residual value at the end of contract. Lease payments
collected are allocated between repayment of principaland finance income. Finance
incomeis recognised over the rental period based on the pattern reflecting a constant
periodic rate of return on the lessor's netinvestment in the financial lease. Thelessor's
directexpenses related to the contract are part of effective interest rate and are booked as
decrease of income fromlease over the period of lease contract. Allowances for lease
receivables are presented on the respective line of the statement of financial positionat
negativevalue. A leasereceivable froma clientis recognisedin the statement of financial
position as of the moment of delivering the assets being the subject of the agreement to the
client. In case of transactions, in which the assets being the object of the agreementhaving
alongdelivery term havenotyet been delivered to the client, the payments received from
thelessees under these agreementsare recognised in the statement of financial position as
prepayments of buyers in on line "Other financialliabilities". The amounts paid by the
leasing firm for the assets under lease agreements not yet delivered are recognise in the
statement of financial positionas prepayments to suppliers on line "Other financial assets".

Factoring and warehouse receipt financing receivables

Factoring transactionsare considered to be financing transactions where theleasing firm
provides the financial resources toits selling partners through transfer of therights to the
receivables from these sales transactions. The leasing firmacquires the right for the
receivables payable by the buyer subject to the sales contract. Factoring is the transfer of
receivables. Depending on the terms of the factoring contract the buyer either accepts the
transfer of substantially all the risksand rewards of the ownership of the receivable (non-
recourse factoring) or retains the right to transfer therisks and rewards back to the seller
duringa pre-specified term (recourse factoring). Transactionis booked as financing in
case theleasing company does not own all the rights related to the receivable. The
receivable is included in statement of financial position until paymentis received or
recourseis expired. If a contract does notinclude theseller's guarantee and the leasing
company acquires control of all rights at the moment of selling the receivable, the
transaction is accounted for as an acquisition of a receivable at fair value. Subsequently
receivables are measuredatacquisition cost. The receivable from the client is recognised
as of the moment of factoring the purchase-sale agreement, i.e. as of acquisition of the
receivable.

Derecognition of factoring assets and liabilities follows the regulationin IAS 39 and the
assessmentis made based on each specific agreement type and status.

Warehouse receipt financing transactions are financing transactions, where thelease firm
finances its partners, by granting thema loan against pledged stock reserves.
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Valuation of loansandreceivables

The Group assesses consistently whether there is objective evidence thata financial asset
or group of financial assetsis impaired. A financial assetis impaired and impairment
losses areincurred only if thereis objective evidence of impairmentas a result of one or
more events that occurred after the initial recognition of the asset (a "loss event") and that
loss event (or events) has an impact on the estimated future cashflows of the financial
assetor group of financial assets that canbe reliably estimated.

For valuation ofloansandreceivables several risks are prudently considered. The Group
uses a customer rating system for evaluating corporateloans, in accordance of which the
valuation of the customer receivablesis based on the legal entities financial position,
trustworthiness of the borrower, timely fulfilment of contractual obligationsand other
factors, all of which together help to assess the value of the receivable and theamount of
incurred loss in the portfolio of loans.

Valuation of loans to privateindividualsis based on timely fulfilment of contractual
obligations, solvency and collateraland other factors, affecting the credit risk.

The Group firstassesses whether objective evidence of impairment exists individually for
financial assets thatare individually significant, and individually or collectively for
financial assets thatare notindividually significant. If the Group determines thatno
objective evidence of impairmentexists for an individually assessed financial asset, it
includes theassetin a group of financialassets with similar credit risk characteristicsand
collectively assesses them for impairment. Assets thatareindividually assessed for
impairmentand for whichan impairmentloss is or continues to be recognised are not
included in a collective assessment of impairment. For the purposes of a collective
evaluation of impairment, financial assets are grouped on the basis of similar creditrisk
characteristics (i.e. on the basis of the Group's grading process that considers asset type,
industry, collateral type, past-due status and other relevant factors). Those characteristics
arerelevant to the estimation of future cash flows for groups of such assets.

Future cash flows in a group of financial assets thatare collectively evaluated for
impairmentare estimated on the basis of the historical probabilities of defaultand
historical rates of losses experienced on the assets with credit risk characteristics similar to
thosein the Group. Historical loss experienceis adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period on
which the historical lossexperience is based and to remove the effects of conditionsin the
historical period that donot currently exist. The methodology and assumptions used for
estimating futurereceivables are reviewed regularly by the Group toreduce any
differences between loss estimates and actual loss experience.

For assessment of loan losses, the expected collections from theloan and interest
payments over the coming periods are considered, as well as expected collectionsand
anticipated proceeds from the realisation of collateral, discounted at the financial asset's
original effective interestrate, which together forma recoverable amount of theloan and
help to assessthe amount of loss incurred of the loan. The amount of the loss is measured
as the difference between the asset's carrying amountand the present value of estimated
future cash flows. For these assessed incurred loanlosses, the relevant allowance has been
established. The carryingamount of the asset is reduced through the use of an allowance
accountand theamountof theloss is recognised in the income statement. Individual
allowancesare provided forindividually assessed loans, and group based allowances for
homogenous loan groups.

In a subsequent period, if theamount of the impairmentloss decreases and the decrease
can berelated objectively to an event occurring after theimpairment was recognised (such
as animprovementin the debtor's creditrating), the previously recognised impairment
loss is reversed by adjusting the allowance account. The amount of the reversal is
recognised in the income statementin "'Impairment losses on loans and advances".
When aloan is uncollectible, itis written off against the related allowance for loan
impairment. Such loans are written off after all the necessarv procedures have been

Initsialiseeritud ainuit identifitseerimiseks
Initialled for the purpose of identification only
28 Initsiaalid/initials

Kuup&evidate __ odf 03 2014

PricewaterhouseCoopers, Tallinn




completed and theamount of theloss has been determined. Loans thatare either subject
to collectiveimpairment assessment or individually significantand whose terms have
been renegotiated arenolonger considered to be past dueand are treated as normal loans.
More detailed overview of the credit risk management principles is given in Note 2 "Risk
management".

Interestincome on loans is presented on the income statement on line "Interestincome".

1.6.2. Financial assets at fair value through profit or loss
Financial assets atfair value through profit or loss include financial assets designated at
fair value through profit orloss and securities held for trading (incl. derivatives).

Securities atfair value through profit or loss are designated irrevocably, atinitial
recognition, into this category. In the currentreporting period this class of securities is
included the portfolio of liquid bonds. The intention of the investment s to keep local
liquidity reserves in liquid securities, which canbe pledged to the central bank orsold in
order to raiseliquidity whenever necessary.

Securities carried at fair value through profit of loss are measured at fair value, which is
based on the bid price of the security. If the listing of a security does notindicate a price or
quotations are notsufficiently regular, the financialinstruments arerevaluedto fair value
by usingas a basisall of the available information concerning the issuer in order to
determine the fair value of the financial instrument by using the prices of similar quoted
securities thatare available on the market.

Interestincome on these instruments is recognised in income statement under "Interest
income". Therealised and unrealised gains or losses from therevaluation of these
securities are presented in theincome statement under "Net profit/losschange in fair
value of financial assets designated at fair value through profitorloss”.

Securities held for trading are securities that have been acquired mainly for the purposes of
resale or redemption in the near term or if such securities form a part of an independent
portfolio of financial securities that are collectively managed and where proof of recently
realised short-term gain exists, and derivative securities.

The group does notown any securitiesacquired for the purposes of resale or redemption.
Derivative financial instruments (swap transactions) are initially recognised in the balance
sheetatthe fair value net of transaction costs at the trade date and are subsequently valued
at fair value through profit or loss.

If derivatives are quoted on an active market, market value is used as the fair value.
Otherwise, the valuation techniques are used to find the fair value.

Profits and losses from derivatives are recognised asincome or expense of the period in the
statement of comprehensive income under “Net gains/losses from financial assets
measured at fair value”.

Derivatives are carried in the statement of financial positionas assets, if their market value
is positive and as liabilities, if the market value is negative.

The fair values of derivative assets and liabilities recorded in the balance sheet are not
netted. The group does not use hedge accounting to account for its derivative financial
instruments.

IFRS 13 determines a hierarchy for fair value measurements, whichis based on whether inputs
are observable or unobservable. Observable inputsreflect market information obtained from
independent sources; unobservable inputs reflect assumptions thatare available for a market.
The following hierarchy for fair value measurement has been established on the basis of these
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two categories of inputs:

Level 1 - (unadjusted) quoted pricesin active markets foridenticalassets orliabilities that the
entity can accessat the measurement date. Thislevel includes publicly quoted equity-related
securities and debtinstruments listed on exchanges, as well as instruments quoted by market
participants.

Level 2 - inputs other than quoted market pricesincluded within Level 1 thatare observable
for the assetorliability, either directly (in the formof prices) or indirectly (are derived from
prices). Sources for input parameters (for example euro bond yield curve or counterparty credit
risk) are Bloomberg and Reuters.

Level 3 - inputs for theasset or liability thatare notbased on observable marketinformation
(unobservableinputs). Investment property is classified as Level 3 in the fair value hierarchy.

1.6.3. Available-for-sale financial assets
Securities are classified as available-for-sale financial assets, if they do not belong to one of the
aforementioned categories: financial assets held for trading or other financialassets designated
atfair value through profitorloss. Available-for-sale investments are intended to be:
e held for an indefinite period of time, which may be sold in response to needs for liquidity
e changesininterestrates, exchangeratesor equity prices
e orinvestments with strategic purpose for long-termholding,

Available-for-sale financial assets are recorded at fair value plus transaction costs on their
settlement date. Subsequently they are carriedatfair value. If the assessment of fair valueis
notreliable, the securities will be presentedat cost. The gains and losses arising from changes
in the fair value of available for sale financial assets are recognised in the consolidated
statement of comprehensive income on line "revaluation of available-for-sale financial assets".

The Group assesses consistently whether there is objective evidence thata financial asset
available-for-saleis impaired. In the case of equity investments classified as available-for-sale,
a significant or prolonged decline in the fair value of the security below its costis consideredin
determining whether the assetsareimpaired. A debtinstrumentis considered to be impaired
when thereis a change in expected cash flows to be collected from the instrument. Ifany such
evidence exists for available-for-sale financial assets, the cumulative loss - measured as the
difference between the acquisition costand the current fair value, less any impairmentlosson
thatfinancial asset previously recognisedin profit or loss -is removed from statement of
comprehensive income and recognised in the income statement. Impairmentlossesrecognised
in the income statement on equity instrumentsare notreversed through the income statement.
In a subsequent period, if the fair value of a debt instrument classified asavailable-for-sale
increasesand theincrease canbe objectively related to an event occurring after theimpairment
loss was recognisedin profit or loss, the impairmentlossis reversed through the income
statement.

When a financialassetis sold, the cumulative gain previously recognised in statement of
comprehensive income on that specificinstrumentis to the extentreversed from the statement
of comprehensive income and the remaining portionis recognisedin income statement.
Interest calculated using the effective interest method and foreign currency gainsandlosseson
monetary assets classified as available for sale are recognisedin the income statement.
Dividends on available-for-sale equity instruments are recognised in the income statement
when the entity's right to receive paymentis established.

1.6.4 Held-to-maturity financial assets

Held-to-maturity financial assets are financial instruments quoted in an active market with
a fixed due dateand which the Management Board of the bank has an intentionand
opportunity to hold until their maturity. They donotinclude:

a) investments designated as fair value through profit orloss upon their initial recognition;
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b) investments classified as available-for-sale assets; and
¢) investments which meet the criteria of loans and receivables.

Theseinvestmentsare initially recognised at fair value, plusall directly attributable
transaction costs incremental to suchacquisitions and they are subsequently measured at
amortised cost using the effective interest rate method. Interestincome on held-to-maturity
investments is included within interest income in the statement of comprehensive income.
Impairmentlosses are deducted from the carrying amount of the investments and the
impairmentchargeis recorded in theline “Other expenses” in the statement of
comprehensiveincome.

1.7. Property, plant and equipment and intangible assets other than goodwill

Land, buildings, IT equipment, office equipment and other assets of long-termuse are
recognised in the statement of financial positionas property, plantand equipment.
Intangible assets are identifiable, non-monetary assets without physical substance and as
of balance sheet date comprise of acquired software.

Property, plantand equipment and intangible assets are initially recognised at acquisition
cost, consisting of the purchase price, non-refundable taxes and other direct costs related
to taking the assetinto use. Subsequent expenditures related to an item of property, plant
and equipmentarerecognised as anassetif these are in accordance with definition of
property, plantand equipment and meet the criteria for recognition in the statement of
financial position (including ifitis probable that future economic benefits associated with
theitem will flow to the entity). Ongoingrepairs and maintenance expenditures are
expensed during the reporting period in whichthey areincurred.

Property, plantand equipment and intangible assets with finite usefullives are
subsequently stated at historical costless depreciation / amortisationand any impairment
losses. Depreciation / amortisationis calculated starting from the month of acquisition
until the assetis fully depreciated. Assets are depreciated / amortised on a straight-line
basis. Depreciation / amortisation calculationis based on the useful life of the asset, which
serves as basis for forming the depreciation / amortisation rates. Depreciation of
property, plantand equipment is charged in accordance with the estimated usefullife of
theasset from the month following the month itis taken into use:

buildings 2% per annum,
vehicles 15% perannum,
fixtures 12.5% per annum,
office equipment 25% perannum,

computer hardwareand software  10-25% per annum.

Non-current assets with an unlimited usefullife (land) are not depreciated. Depreciation
non-currentassetsis presented in the income statement line item "Depreciation".
Depreciationof an assetis ceased whenthe assetis fully depreciated, whenthe assetis
reclassified as non-currentassetsheld for sale or when the assetis retired fromuse. The
appropriateness of the assets” residual values, depreciation methods used and usefullives
arereviewed, and adjusted if thathas become appropriate, at each balance sheet date.

The gain orloss on sale of non-currentassetsis determined by way of comparison with the
carryingamount. Gain or loss on saleis presented in the income statement in the line items
"Otherincome" and "Other expenses", respectively.

Capitalisation of expenses
Reconstructionexpensesrelated to theleased space used by the group are capitalised as
property, plantand equipmentand expensed on a straight-line basisin accordance with

the duration of thelease agreement.
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Developmentcosts

If software development expenses resultin additional functionality and if they meet the
definition of intangible assetsand criteria for inclusion in the statement of financial
position (incl expected participationin the generation of future economic benefits), such
expenses arerecognised as intangible assets. Expenses related to the use of softwareare
expensed as incurred.

Expendituresincurred on advertising and the launch of new products, services and
processes are expensedas incurred. Expenditures associated withinternally developed
trademarks and other such items are expensed asincurred.

1.8 Investment property

Investment property is a real estate property which is primarily held for the purpose of
earningrental income or for capital appreciation or for both purposes butnot for the usein
the ordinary course of business.

Aninvestment property is initially recognised in the balance sheet at cost, including the
purchase price and any expenditure directly attributable to the acquisition. After initial
recognition, investment property is measured atfair value ateach balance sheet date.
Independentexpert valuation is used for determining the fair value of investment
property, which is based on either the income approach (the value is determined by
calculating the present value of future cash flows generated by the asset) or market
approach (comparable market transactions involving similar properties are analysed) ora
combination of the two aforementioned approachesis used.

Gains andlosses arising froma changein the fair value of investment property are
recognised in thelineitem"Changein fair value of investment property" in theincome
statement of the reporting period in which they areincurred.

When the purpose of use of an investment property changes, the asset is reclassifiedin the
balance sheet. From the date when this change occurred, accounting policies of this asset
group into which theitemhas been reclassified shall be applied to the property. If the
purpose of use of an investment property changes to property, plantand equipment, the
investment property is reclassified as property, plantand equipmentand the costis the fair
value of the property at the reclassification date. If the purpose of use of an item of
property, plantand equipment changes to investment property, the difference between the
carryingamount of the property, plantandequipment and the fair value of the assetat the
reclassification date is recognised in the income statement.

If a change occursin the use of an investment property, as evidenced by starting
development for the purposes of preparation of the property for sale, the property is
reclassified as inventory and the cost of theitem of inventory is the fair valueat the
reclassificationdate.

1.9 Assets held for sale

Assets held for saleareassets thatareheld for salein the course of ordinary businessand
arerecognised atcost.

Costis either cash or the fair value of non-monetary consideration given to acquire an asset
atthe time of its acquisition or processing. Assetsheld for sale are measured at the balance
sheetdateand arecarried in the balance sheetat thelower of costand netrealisable value.
Thenet realisable valueis thesales priceless estimated costs to sell.

1.10 Impairment of non-financial assets
Assets with an indefinite useful life are not subject to amortisation and are tested
annually for impairment, comparing the carrying value of the asset toits recoverable
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value. Assets thatare subject to amortisation / depreciationarereviewed for
impairment whenever events or changesin circumstances indicate that the carrying
amountmay notbe recoverable. In such circumstances the recoverable value of the
assetis assessedand compared toits carrying value. An impairment loss is recognised
for the amountby which the asset's carrying amount exceeds its recoverable amount.

Therecoverableamountis the higher of an asset's fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units).
Non-financialassets other than goodwill that suffered impairmentare reviewed for
possiblereversal of theimpairmentateach reporting date.

1.11 Leases - the group is the lessee

Leases of assets where thelessee acquires substantially all the risks and rewards of
ownershipareclassified asfinance leases. Other leases are classified as operating
leases.

The group has notleased any assets under finance leases during the reporting period or
the previous reporting period. Operating lease payments are recognisedin the income
statementas expenses over therental period on straight line basis. The Group uses
operatingleases mainly for renting buildings / premises. Rental expenseis recognisedin
incomestatementas "General and administrative expenses'.

1.12 Financial liabilities
The classification made can be seen in the table below:

Category (by IAS 39) Class (as determined by the Group)

Due to creditinstitutions

Financial liabilities Deposits from Private individuals
measured atamortised ~ [customers Legal entities
cost Subordinated debt

Otherfinancial liabilities

Financialliabilities

Financialliabilities
measured at fairvalue Held fortrading interest rate swaps - derivatives
through profit orloss

Contractual amountsof currency - related derivatives

Contingentliabilities Loan commitments

Guarantees

Deposits from creditinstitutions and customers

Deposits arerecognised in the statement of financial position on their settlement date at
fairvaluenetof transaction costs and subsequently measured atamortised cost using the
effective interestrate method and presented on lineitems "Due to creditinstitutions" and
"Dueto customers", accrued interest is included in corresponding liabilities line items.
Interestexpenseis recorded in the income statement on line "Interest expense".

Borrowings

Borrowings arerecognisedinitially at fair value net of transaction costs (the proceeds
received, netof transactioncostsincurred). Borrowingsare subsequently stated at
amortised cost using the effective interest rate method; any difference between proceeds
(net of transactioncosts) and the redemptionvalue is recognisedin the income statement
over the period of the instrument using effective interestrate.

The effective interestrateis the rate that exactly discounts the expected stream of future
cash payments throughmaturity. The amortisation of the transaction costsis presented in

Initsialiseeritud ainuit identifitseerimiseks
Initialled for the purpose of identification only

33 Initsiaalidfinitials g
Kuupdevidate ___od ! 03. 2016

PricewaterhouseCoopers, Tallinn




theincome statement together with the interest expense. The respective interest expense is
recorded in theincome statementon line "Interestexpense".
In case thereis an unusedlimit for any borrowings, this is presented as contingent asset.

Pavyables to employees

Payables to employees include unpaid salary accrualsand a vacation pay accrual
calculated in accordance with employment contracts and the laws of the Republicof
Estonia in force as at the balance sheet date. Theliability related to the payment of a
vacation pay accrual together with social security and unemployment insurance premiums
is included within currentliabilitiesin the balance sheetand as wages and salaries expense
in the statement of comprehensive income.

Social tax includes payments to the state pension fund. The group has no existing legal or
constructive obligations to make pension payments or similar payments supplementary to
social tax.

1.13 Financial guarantee contracts

Financial guarantee contracts are contracts thatrequire the issuer to make specified payments
to reimburse the holder for a loss itincurs 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, companies and other bodies on behalf of customers to
secureloans, other banking facilities and liabilities to other parties.

Financial guarantees areinitially recognised in the financial statementsat fair value (contract
value) on the date the guarantee was given. Subsequent to initial recognition, the bank's
liabilitiesunder such guaranteesarerecognised at the outstanding value of guarantee. In the
income statement the fee income earned on a guarantee is recognised straight-line basis over
thelife of the guarantee. In caseswhere the fees are charged periodically in respectofan
outstanding commitment, they arerecognised asrevenue on a time proportion basis over the
respective commitment period. Atthe end of each reporting period, the commitments are
reflected either i) contract valueat the time of reporting ii) contract valueand in addition
provision in balance sheet. The amounts disbursed to settle the guarantee obligation are
recognised in the statement of financial positionon the dateitis disbursed.

1.14 Revenue and expense recognition

Interestincome and expense is recognised in income statement for all interest-earning
financial assetsandinterest-bearing financial liabilities carried atamortised cost using the
effective interest rate method. Interestincome also includes similar income on interest
bearing financial instruments classified at fair value through profitor loss.

The effective interest method is a method of calculating the amortised cost of a financial
assetora financial liability and of allocating the interest income or interest expense over
therelevant period. The effectiveinterestrateis the rate thatexactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument to
thenet carrying amount of the financial asset or financial liability. When calculating the
effective interestrate, the Group estimates cash flows considering all contractual terms of
the financialinstrument, but does not consider future creditlosses. The calculation
includes allsignificant fees paid or received between parties to the contract thatarean
integral part of the effective interestrate, transaction costs and all other premiums or
discounts.

Oncea financial asset or a group of similar financial assets has been written downas a
resultof animpairmentloss, interestincomeis recognised using the rate of interest used to
discount the future cashflows for the purpose of measuring the impairment loss.
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Fee and commission income

Revenueis recognised in the fair value of the consideration received or receivable for the
services provided in the ordinary course of the Group's activities. Fees and commissions
are generally recognised on an accrual basis when the service has been provided (e.g.
charges related to creditand debit cards). Creditissuance fees forloans / leasesare
deferred and recognised as anadjustment to the effective interestrate on the credit. Fees
from the custodial services of securitiesare recognised on an accrual basis.

Other transaction feeincome and other income are recognised on accrual basis at the
moment of executing the respective transactions.

Dividend income
Dividends arerecognisedin the income statement when the entity'sright to receive
paymentis established.

1.15 Taxation

Corporateincome tax

According to the effective legislation, the annual profitearned by enterprisesis not
taxed in Estonia and thus there are no temporary differences between the tax bases and
carrying values of assets and liabilities and no deferred tax assets or liabilities arise.
Instead of taxing the net profit, the distribution of retained earnings or other payments
decreasing the equity are subject to the taxation on theamount paid outas net
distribution at the rate set forth in Income Tax Act. The profit of the Latvian branchis
taxed in accordance with the legislation of the Republic of Latvia.

The corporateincome tax arising from the payment of dividends or other payment
decreasing the equity is accounted for as an expense in the period when dividends or
other payment decreasing the equity are declared, regardless of the actual payment
date or the period for which the dividends are paid.

1.16 Statutory reserve capital

Statutory reserve capital is formed fromannual net profitallocations to comply with the
requirements of the Commercial Code. Duringeach financial year, atleast one-twentieth of
thenet profitshall be transferred to the statutory reserve, until reserve reaches one-tenth of
share capital. Statutory reserve may be used to covera loss, or to increase share capital.
Payments to shareholders fromstatutory reservearenotallowed.

1.17 Events after the balance sheet date

Material events thathave an effect on the evaluationof assets and liabilitiesand that
became evident between the balance sheet date and the date of preparation of the financial
statements by the managementboard butthatarerelated to transactionsin thereporting
period or earlier periods, arereported in the financial statements.

Events after the balance sheet date thathavenotbeen taken into account for evaluating
assets and liabilities but have a material impact on theresults of the nextfinancial yearare
disclosed in Note42 to the financial statements.

1.18 New International Financial Reporting Standards, amendments to published
standards andinterpretations by the International Financial Reporting Interpretations
Committee

The following new or revised standards and interpretations became effective for the Group
from 1 February 2015:

o Clarification wasissued to conclusions to IFRS 13 to explain that the revocation of certain
paragraphsof IAS 39 upon the publication of IFRS 13 did not intend to remove the ability
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to measure short- term receivables and payables with no stated interest rate at their
invoice amounts without discounting if the effect of not discounting is immaterial.

Newly or amended standards which have been issued and are mandatory for the group’s
followingreporting periods:
e JFRSY, Financial Instruments: Classificationand Measurement (effective for annual
periods beginning on or after 1 January 2018; notyetadopted by the EU):
Key features of thenew standardare:
Financial assets are required to be classified into three measurement categories: those to be
measured subsequently atamortised cost, those to be measured subsequently at fair value
through other comprehensive income (FVOCI) and those to be measured subsequently at
fair value through profit or loss (FVPL).
Classification for debtinstruments is driven by the entity's business model for managing
thefinancialassets and whether the contractual cash flows represent solely payments of
principal andinterest (SPPI). If a debt instrumentis held for collection purposes, it may be
carried atamortised costifitalso meets the SPPI requirement. Debt instruments that meet
the SPPI requirement that are held in a portfolio where an entity both holds to collect
assets' cashflows and sellsassets may be classified as FVOCI. Financial assets that do not
contain cash flows that are SPPI must be measured at FVPL (for example, derivatives).
Embedded derivatives arenolonger separated from financialassets but will beincluded in
assessing the SPPI condition.
Investments in equity instruments are always measured at fair value. However,
management can make an irrevocable election to present changes in fair value in other
comprehensive income, provided the instrument is not held for trading. If the equity
instrument is held for trading, changes in fair value are presented in profit or loss
IFRS 9 introduces a new model for the recognition of impairment losses - the expected
creditlosses (ECL) model. Thereis a 'three stage' approach which is based on the change in
credit quality of financial assets since initial recognition. In practice, the new rules mean
that entities will have to record an immediate loss equal to the 12-month ECL on initial
recognition of financial assets that are not credit impaired (or lifetime ECL for trade
receivables). Where there has been a significant increase in credit risk, impairment is
measured using lifetime ECL rather than 12-month ECL. The model includes operational
simplifications for lease and trade receivables.

The Group is currently assessing the impact of the standard on its financial statements.

e JFRS15 — Revenue from Contracts with Customers (applies to an annual reporting
period beginning on or after 1 January 2017 but has not yet been adopted by the
European Union):

The core principle of the new standard is thatan entity willrecognise revenue to depict the

transfer of promised goods or services upon delivery of such goods or services to

customers at the transaction price. Where distinct goods and servicesare sold on a bundled
basis, they mustbe recognised separately and anentity will allocate any discounts on the
contract price to standalone elements. Variable consideration is only included in the
transaction priceif, and to the extent that, it is highly probable thatits inclusion will not
resultin a significantrevenue reversal in the future when the uncertainty has been
subsequently resolved. Costs incurred to fulfil a contractarerecognised as anassetand
amortised on a systematic basis over the period thatincome is earned fromthe contract.

The group is currently assessing theimpact of the standard on its financial statements.

e Equity Method in Separate Financial Statements (Amendments to IAS 27) (effective for
annual periodsbeginning on or after 1 January 2016):
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The amendments reinstate the equity method as an accounting option for investmentsin
subsidiaries, joint venturesand associatesin an entity's separate financial statements. The
group is considering the application of this amendment.

e Disclosurelnitiative - AmendmentstoIAS1 (effective for annual periods beginning on

or after1 January 2016 but has not yet been adopted by the European Union):
Theamendments clarify guidancein IAS1 on materiality and aggregation, the
presentation of subtotals, the structure of financial statements and the disclosure of
accounting policies. Change in standard does notaffect recognition of balances or
transactions.

e Amendments to IFRS 10 and IAS 28 - Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture (the effective date will be determined by IASB,
they have not yet been adopted in the European Union):

The amendments resolve a conflict between the requirements of IAS 28 and IFRS 10, which
regulate the sale or contribution of assets between an investor and its associate or joint
venture. The main impact of theamendmentis thatthe gain orloss resulting from the sale
or contribution to an associate or a joint venture of assets that constitute a business is
recognised in full. If a transactioninvolves assets that do not constitute a business, the gain
or loss is recognised partially, even if such assets are owned by a subsidiary and shares in
the subsidiary are transferred as part of the transaction.

e “ Amendments to IFRSs in 2014” - (effective from 1 January 2016):

- IFRS 5 was amended to clarify for casesin which anentity reclassifies an asset from held
for sale to held for distribution or vice versa and cases in which held-for-distribution
accounting is discontinued.

- Anamendment to IFRS 7 adds additional guidance for management to assess whether a
servicing contract involving financial assets is continuing involvement in a transferred
asset for the purpose of determining the disclosures required under IFRS 7. The
amendmentalso clarifies that the amendments to IFRS 7 on offsetting disclosures do not
immediately apply to all condensed interim financial statements, except in cases where
such disclosures are required under [AS 34.

- IAS 34 requires information presented "elsewhere in the interimreport" to be indicated in
interim financial statements by adding a cross-reference.

The group is currently assessing the impact of the amendments on its financial statements.

e JFRS16 — Leases (is effective for periods beginning on or after 1 January 2019 but has
not vet been adopted by the European Union):

The new standard specifies the policies to be used to recognise, measure, present and
discloseleases. All leasesresultin thelessee 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
financeleases as is required by IAS17 and, instead, introduces a single lessee accounting
model. IFRS 16 substantially carries forward thelessor accounting requirements in IAS 17.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases,
and to account for those two types of leases differently.

The group is currently assessing theimpact of the new standard on its financial statements.
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Note 2. Risk management

Principles of risk management

Therisk managementsystem of the Eesti Krediidipank group is centralised, ensuring the
implementation of standardised risk management principles in Eesti Krediidipank, its
foreign branch and subsidiaries, as well as quick and effective response to changes in the
marketplace.

The tasks of risk management are the following;:

1. Ensure thatappropriate methods, resources and risk control structure corresponding to
regulations stipulated by law and the group'srisk profile are in place for the identification,
evaluation and control of all significantrisks;

2. Evaluate the extentand potential impact on the financial position of the group of risks
related to operations;

3. Ensure thatthe structure and cumulative size of risks after risk control does not
compromise the solvency or stability of the group or the compliance with the prudential
requirements or operational strategy;

4. Ensure thatthe managementis informed of risks on a regular basis.

Structure and responsibility of risk management

The managementboard of Krediidipank is responsible for the management and control of
therisks related toall activities of the group, implementation of the risk management
principlesand methods, and performance of risk management. The management board
ensures the sufficiency and appropriateness of the system of risk management which
meets therisk profile of Krediidipank. The risk management functionis the responsibility
of the following structural units and committees of the group:

1. Assets and Liabilities Committee (ALCO)

ALCO'’s task is management of liquidity risk, interest rate risk of the bank portfolio and
securities portfolio, designing of the structure of assets and liabilities, management of
profitability and management of capital.

2. Credit Committee and Credit Commission

The Credit Committee is the group’s highest operational body responsible for creditrisk
management, formed in accordance with the Credit Institutions Actand the articles of
association of the bank with the purpose of implementation of the credit policy through
approving lending decisions and assessment of the compliance of requirement set for
collateral.

The Credit Commission serves the functions of the Credit Committee in approvinglending
decisions of alowerrisklevel.

3. Risk Management Department

The main functions of the Risk Management Department is the identificationand
evaluation of risks, performance of regular stress tests with respect to liquidity, creditand
main marketrisks, as well as the preparation of the corresponding risk reports to the
managementboard of Krediidipank, development of risk management methodology,
evaluation of the creditrisk of major credit projects, as well as monitoring and analysis of
the credit portfolio.

4. Internal Audit Department

TheInternal Audit Department forms a part of the internal control systemof the bank, and
supervises the activities of the whole Eesti Krediidipank group, as well as its compliance
with legislation, legal acts of the Eesti Pank and principles of sound banking, as well as
precepts of the Financial Supervisory Authority. The Internal Audit Departmentalso
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monitors the different structuralunits' adherence to the articles of association of
Krediidipank, the resolutions of the general meeting of shareholders, the supervisory
board and management board of Krediidipank and compliance with rules, limits and other
requirements established by the supervisory board and managementboard.

5. Compliance function

The objective of the compliance function is to assure the compliance of the group’s
activities with legislation (including instructions of the supervisory body), generally
accepted practices and standards, business ethicsandinternal rulesandregulations. The
responsibility of the compliance functionis to assure the application of necessary
procedural policiesand measures and the compliance of the entire personnel with
applicablerules and regulations.

6. Price Commission

The objective of the Price Commissionis the development of uniformand relevant pricing
policy for the real estate portfolio owned by the Krediidpank group, as well as the
collateral of the problematic credit portfolioof Krediidipank (both immovable and
movable property), and approval of the prices for specific propertiesin order toachieve
the best financial result for the Krediidipank group.

Management of capital and internal capital adequacy assessment process

The group employs risk-based management of capital, ensuring thatall risks are
adequately backed by own funds atall times. Management of capital occurs on the basis of
balance sheetand profit forecasts that take into account the strategy, future expectations,
risk profileand risk appetite of the group.

Theinternal capitaladequacy assessment process (ICAAP)is a continuous process with the
objective of evaluating therisk profile of the group and the corresponding capital
requirement.

Management and forecasting of capital needs is based on the calculation of regulatory
capital adequacy, which takesinto account the capital requirements arising fromthe
ICAAP and the Supervisory Review and Evaluation Process (SREP) of the Financial
Supervisory Authority. Forecasts are made with regard to balance sheet exposures by
using thechangesin exposuresandequity lineitems as a basisin order to determine the
capital needs. The bank's management board reviews and approves forecasts of the
balance sheetand income statement on a regular basis. The potential effects of strategic
and reputation risks on the performance of the group are also taken into accountin
forecasting the capital needs.

The minimum desirable level of capitaladequacy is the minimumrequired level of capital
adequacy determined by the SREP assessment, to which a buffer necessary for the growth
of operational volumes or other implementation of a strategic plan is ad ded as requiredin
accordance with the effective operational strategy and balance sheet forecasts of the group.
A quarterly overview of the breakdown of capitaladequacy including the capital
requirements arising from SREP assessmentsis provided to the management board and
supervisory board of the bank.

Management of creditrisk

Creditriskis the risk thata counterparty fails to perform the obligationsithas undertaken
to perform to the Krediidipank group. The size of creditrisk reflects the probable loss that
may be incurred as a result of failure by a counterparty to perform obligations with regard
to receivables subject to creditrisk. Krediidipank follows the standardised approach for
calculationof creditrisk capitalrequirements. In order to calculate capital requirements,

Initsialiseeritud ainult identifitseerimiseks
Initialled for the purpose of identification only
39 Initsiaalid/finitials

Kuup&evidate ___odf 02 20/

PricewaterhouseCoopers, Tallinn




the group uses creditratings issued by ratingsagenciesrecognised by the Financial
Supervisory Authority in accordance with the procedure enacted by the Financial
Supervisory Authority. Management of creditrisk is based on the credit policy of the Eesti
Krediidipank group. The primary objectives of the credit policy are to achieve a sustainable
return on assets of the group from lendingactivities that provides a rate of return required
by shareholders while adhering to the principles of prudence and diversification of risks
and by assuming moderate risks that are measurable and manageable.

The primary assets of the group thatare exposed to creditrisk are the following:
e Loans and advances to central banks and creditinstitutions (Notes 3-4);

e Financial investments (Note 10);

¢ Loans and advances fromcustomers (Notes 5-9).

The following table provides anoverview of the observable positions of the group thatare
exposed to creditrisk by category.

Inthousandsof euros

The

avarage

31.12.2015 Not past due Past due Impairments Total position
of the
period
. Not . Not  Individual Collective
Impaired . . Impaired . . . . . .
impaired impaired impairment impairment

Cash on hand 0 2,342 0 0 0 0 2,342 2,459
Balanceswith central
banks 0 65,126 0 0 0 0 65,126 47,801
Loansand advancesto
creditinstitutions 0 57,716 0 0 0 0 57,716 43,776
Flngn(:lal assetsheld for 0 o8 0 0 0 0 o8 14
trading
Financial assets
designated at fairvalue 0 6,078 0 0 0 0 6,078 9,631
through profit orloss
Loansand advancesto
customers 3,338 137,744 2,599 11,465 -1,447 -1,047 152,652 151,723
Held-to-maturity 0 503 0 0 0 0 503 2,212
financial assets
Available-for-sale
financial assets 0 13 0 0 0 0 13 16
Otherfinancial assets 0 1,161 0 0 0 0 1,161 1,002
Total financial assets 3,338 270,711 2,599 11,465 -1,447 -1,047 285,619 258,589
Financial guarantees 0 1,253 0 0 0 0 1,253 1,147
Loan commitments 0 566 0 0 0 0 566 538
Overdraft facilities 0 6,052 0 0 0 0 6,052 4,840
Total off-balance 0o 7,871 0 0 0 0o 7871 6525
sheetexposures
I?;egite’rfffsure to 3,338 278,582 2,599 11,465 1,447 1,047 293,490 265,114

Continueson the next page
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Inthousandsof euros

The

avarage

31.12.2014 Not past due Past due Impairments Total position
of the
period
. Not . Not Individual Collective
Impaired . . Impaired . . . . . .
impaired impaired impairment  impairment

Cash on hand 0 2,576 0 0 0 0 2,576 2,371
Balanceswith central banks 0 30,475 0 0 0 0 30,475 24,958
Loansand advancesto
credit institutions 0 29836 0 0 0 0 29,836 30,226
Financial assetsdesignated
at fairvalue through profitor 0 13,184 0 0 0 0 13,184 21,175
loss
Loansand advancesto
customers 5,307 136,574 4,060 7,783 -2,473 -546 150,705 146,738
Held-to-maturity financial 0 3,921 0 0 0 0 3,921 4,769
assets
Available-for-sale financial 0 18 0 0 0 0 18 18
assets
Otherfinancial assets 0 843 0 0 0 0 843 1,525
Total financial assets 5,307 217,427 4,060 7,783 -2,473 -546 231,558 231,780
Financial guarantees 0 1,041 0 0 0 0 1,041 864
Undrawn linesof credit 0 510 0 0 0 0 510 611
Overdraft facilities 0 3,628 0 0 0 0 3,628 4,608
Total off-balance sheet
exposures 0 5,179 0 0 0 0 5,179 6,082
;Ostlf' exposure to credit 5,307 222,606 4,060 7,783 2,473 546 236,737 237,862

Pastdueloans and advancesare considered to be loans and receivables where the principal,
interest or late payment fee is fully or partially unpaid.

Counterparty creditrisk management

In order to limit the transaction-related counterparty creditrisk exposure, the Assets and
Liabilities Committee (ALCO) has imposed limits on transactions with counterparties,
encompassing money market transactions, currency transactions and securities transactions.
In its evaluationof counterparty creditworthiness and limit of credit, the bank takes into
consideration their domicile and makesa judgmentregarding the counterparty's financial
position, management, legal statusand market position. Counterparty creditriskis defined as
balances due fromcreditinstitutions. All balances due from creditinstitutions are unsecured
receivables. Asat31.12.2015and 31.12.2014, all balances due from credit institutions were
currentand notimpaired.

Creditrisk control

The group adheres to the principle of diversification of creditrisk according to field of
activity, geographicalarea and product. A summary of the division of exposures by economic
sector and geographical areas has been providedin the tables below.
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Amounts due from creditinstitutions, financial investments andloans and advances by

economic sector classification

In thousandsof euros

31.12.2015

E K L S G D | Other Total
Cash on hand 0 2,342 0 0 0 0 0 0 2,342
Balanceswith central banks 0 65,126 0 0 0 0 0 0 65,126
Loansand advancesto credit
institutions 0 57,716 0 0 0 0 0 0 57,716
Fina}ncialassetsheldfor 0 28 0 0 0 0 0 0 28
trading
Financial assetsdesignated
atfairvalue through profitor 0 1,327 0 0 0 2,254 0 2,497 6,078
loss
Loansand advancesto 114,015 104 13,575 2,052 8,756 927 5664 7,559 152,652
customers
Held-to-maturity financial
assets 0 0 0 0 0 503 0 0 503
Available-for-sale financial 0 0 0 0 0 0 0 13 13
assets
Otherfinancial assets (cash in
transit, security deposits, 0 1,097 0 0 0 0 0 64 1,161
otherfinancial assets)
Total 114,015127,740 13,575 2,052 8,756 3,684 5,664 10,133 285,619

E- private individuals, K - finance and insurance activities, L - activitiesrelated to real estate, S- other services,

G - wholesale and retail, D - power and heat generation, | - hospitality, food service

In thousandsof euros

31.12.2014

E K L S G D | Other Total
Cash on hand 0 2,576 0 0 0 0 0 0 2576
Balanceswith central banks 0 30,475 0 0 0 0 0 0 30,475
Loansand advancesto credit
institutions 0 29,836 0 0 0 0 0 0 29,836
Financial assetsdesignated
at fairvalue through profitor 0 1,387 0 0 534 3,587 0 7,676 13,184
loss
Loansand advancesto
customers 110,905 0 13,018 2,650 9,419 1,101 5,951 7,661 150,705
Held-to-maturity financial
assets 0 0 0 0 0 3,921 0 0 3,921
Available-for-sale financial 0 5 0 0 0 0 0 13 18
assets
Otherfinancial assets (cash in
transit, security deposits, 0 689 0 0 0 0 0 154 843
otherfinancial assets)
Total 110,905 64,968 13,018 2,650 9,953 8,609 5,951 15,504 231,558

E- private individuals, K -finance and insurance activities, L - activitiesrelated to real estate, S- other services,

G - wholesale and retail, D - power and heat generation, | - hospitality, food service
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Amounts due from creditinstitutions, financial investments andloans and advances by

geographical classification

In thousandsof euros

31.12.2015

EE LV us GB BE DE Other Total
Cash on hand 2,139 203 0 0 0 0 0 2,342
Balanceswith central banks 64,968 158 0 0 0 0 0 65,126
Loansand advancesto credit o, 0 19316 8760 8,658 5486 3555 57,716
institutions
qunmal assetsheld for o8 0 0 0 0 0 0 o8
trading
Financial assetsdesignated
atfairvalue through profitor 2,254 0 0 0 0 0 3,824 6,078
loss
Loansand advancesto 141,019 10,242 426 48 0 0 917 152,652
customers
Held-to-maturity financial 503 0 0 0 0 0 0 503
assets
Available-for-sale financial 0 0 0 0 0 0 13 13
assets
Otherfinancial assets (cash in
transit, security deposits, 1,058 103 0 0 0 0 0 1,161
otherfinancial assets)
Total 223,910 10,706 19,742 8,808 8,658 5,486 8,309 285,619
Inthousandsof euros
31.12.2014

EE LV us RO NL LT Other Total
Cash on hand 2,360 216 0 0 0 0 0 2,576
Balanceswith central banks 30,289 186 0 0 30,475
Loansand advancesto credit
institutions 1,618 824 23,554 0 0 2 3,838 29,836
Financial assetsdesignated
at fairvalue through profitor 2,303 0 0 3,202 1,920 2,138 3,621 13,184
loss
Loansand advancesto
customers 137,698 11,574 347 0 16 0 1,070 150,705
Held-to-maturity financial
assels 3,921 0 0 0 0 0 0 3,921
Available-for-sale financial 5 0 0 0 0 0 13 18
assets
Otherfinancial assets (cash in
transit, security deposits, 368 180 0 0 0 0 295 843
otherfinancial assets)
Total 178,562 12,980 23,901 3,202 1,936 2,140 8,837 231,558

74.7 % ofloans and advances to customersare granted to privateindividuals (31.12.2014:
74.8%).The portfolio of loans granted to corporate entitiesis diversified between various
economic sectors to avoid high levels of concentration. 35.1% (31.12.2014: 31.8%) of loans to
companiesare granted to companies engaged in thereal estate sector and 22.7%
(31.12.2014:23.0 %) are attributable to wholesale and retail enterprises. Thelending activity
of the group is focused on local financing. The distribution of loans and advances to
customers according to main credit productis providedin Note5.

Theaccepted value of the collateral expresses the liquidity risk, marketrisk and legalrisk
of the collateral, and is measured asa percentage of the market value of the collateral. An
overview of the ratios between unpaid loan balancesand market value of the collateral and
the division of the credit portfolio according to posted collateral have been provided in
Note 6 and 7. The balance sheet or off-balance sheetnetting of creditrisk principle is not
used. The financial impact of the collateral is material in the case of loansand advances
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thatare unlikely to be serviced fromthe cash flows of the customer, whichis reflected in a
lengthy (in excess of 90 days) period of delinquency.

Principles for classification and measurement of receivables

Creditreceivables are divided into risk categories in accordance with the borrower’s
payment discipline and the financial -economic position:

A -nocircumstances have arisen that could causea default on theloan as per the terms of
theloan agreement, up to 13 days past due.

B - contains potential weaknesses, the mitigation of whichmay affect the creditworthiness
of the borrower in the future, 14-45 days past due.

C - contains clearly identifiable deficiencies, giving reason to believe that the repayment of
theloan in full is doubtful or the loan has been restructured, 46-59 days past due.

D - inadequate creditworthiness of the borrower, giving reason to believe that the
repayment of the loan under contract terms is improbable unless the situation materially
changes, 60-89days pastdue

E - the borrower is unable to persistently perform the contract on agreed -upon terms, 90-
179 days pastdue

F - theloanis nolonger being serviced and there is no prospect of the restoration of
solvency and/or the contracthasbeen terminated on an extraordinary basis, 180 days past
dueand/or theamount of payments collected on theloan duringa period of 90
consecutivedaysis 0.

Pastduereceivables arereceivables whichscheduled principal or interest part payments
arenot received by the deadline.

In thecase ofloans granted to privateindividuals, the basis for impairment of loansis the
number of days and classification in the respective risk category. In case of loans granted to
legal entities, the basis for impairment of loans is a combination of number of days past
dueand theinternal judgment of the group with regard to the company's financial position
and classificationin the respectiverisk category.

Receivables classified in risk categories A to D are classified as performingloans. Across
risk categories and product categories homogeneous groups of loans are formed, to which
group-based rates of impairmentare applied. An individualimpairment allowance is
recognised on the basis of the probability of cash flowsand netrealisable value of collateral
and the date of expected recovery of collateral. An overview of the group’s loan portfolio
risk categories is provided in the table below with the distribution of private individuals
and legal entities.

Risk categories of loans and advances to private individuals

In thousandsof euros

s1.12.2015 Nelltpasduc Pas duchutnot ndidily gy Colocve  ndidil
A 97,693 1,102 1,507 100,302 -453 -3 99,846
B 4,717 2,072 39 6,828 -44 0 6,784
C 2,065 1,329 172 3,566 -61 -3 3,502
D 581 641 228 1,450 -9 -16 1,425
E 11 549 10 570 -154 -1 415
F 98 954 2,477 3,529 -258 -1,228 2,043
Total 105,165 6,647 4,433 116,245 -979 -1,251 114,015

Continueson the next page
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Inthousandsof euros

Neitherpastdue Past due butnot Individually Collective Individual
81.12.2014 norimpaired impaired impaired Total impairment impairment Net
A 94,806 1,367 0 96,173 -315 0 95,858
B 4,302 2,883 0 7,185 -48 0 7,137
C 2,334 1,472 84 3,890 -83 -25 3,782
D 483 536 565 1,584 -11 -98 1,475
E 34 413 460 907 -4 -67 836
F 104 589 2,365 3,058 -13 -1,228 1,817
Total 102,063 7,260 3,474 112,797 -474 -1,418 110,905
Risk categories of loans and advances to legal entities
In thousandsof euros

Neitherpastdue Past due butnot Individually Collective Individual
31.12.2015 norimpaired impaired impaired Total impairment impairment Net
A 11,743 143 0 11,886 -22 0 11,864
B 10,955 248 116 11,319 -40 -1 11,278
C 9,537 344 1,145 11,026 -5 -87 10,934
D 308 248 50 606 0 -2 604
E 36 15 193 244 -1 -106 137
F 0 3,820 0 3,820 0 0 3,820
Total 32,579 4,818 1,504 38,901 -68 -196 38,637
In thousandsof euros

Neitherpastdue Past due butnot Individually Collective Individual
31.12.2014 norimpaired impaired impaired Total impairment impairment Net
A 14,852 27 37 14,916 -43 -31 14,885
B 11,218 141 129 11,488 -22 -16 11,450
C 7,340 229 4,567 12,136 -7 -323 11,813
D 1,101 122 0 1,223 0 0 1,223
E 0 0 597 597 0 -181 416
F 0 5 561 566 0 -504 62
Total 34,511 524 5,892 40,927 -72 -1,055 39,800

In 2015, the improvement in the quality of the credit portfolio continued as a result of the
stabilizing economic environment and decrease in unemployment. The amount of loans
pastdueto privateindividuals has declined by 12.5%, however the value of loans past due
to legal entities has sharply increased. The classification of loans past due by number of
days past due and security is provided in Note 6.

The value of impaired loans and advances, individual impairments and collective
impairments of loans to private individuals and legal entities are provided in the table
above and in Note 9.

The value of impaired loans and advances was reduced by 36.6% in 2015 by a total of 3.4
million euros, including a reduction in the portfolio of loans to legal entities by 4.4 million
euros. The value of individually impaired loans and advances to private individuals
increased by 1 million euros. The total number of impaired risk exposures was 140.
Individual impairments was accounted for 1,447 thousand euros total and collective
impairments for 958 thousand euros total. Interestincome on individually impaired loans
in 2015 was 257 thousand euros and in 2014 it amounted to 391 thousand euros. The
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reduction in impaired loans and advances is attributable to the improvement of
creditworthiness of customers and the adjustment of the individual impairment
methodology according to industry practices. As at31.12.2015, the amount of outstanding
impaired loansandadvances to private individuals was 4,433 thousand euros, the amount
of individually impaired loans was 1,251 thousand euros and 48.7% of impaired
receivables were past due (see the table below). The proportion of individual impairment
of impaired receivablesin the case of private individuals was 28.2% at31.12.2015. As at
31.12.2014, theamount of outstanding impaired loans and advances to private individuals
was 3,475 thousand euros, theamount of individually impaired loans was 1,418 thousand
euros and 80.7% of impaired receivables were past due. The proportion of individual
impairment of impaired receivables in the case of private individuals was 40.8% at
31.12.2014.

Structure of impaired loans to private individualsaccording to past due period

In thousandsof euros

e
A 1,506 0 0 0 0 0 1,506 -3 1,503
B 18 21 0 0 0 0 39 0 39
C 38 27 107 0 0 0 172 -3 169
D 31 153 18 26 0 0 228 -16 212
E 0 0 0 0 10 0 10 -1 9
F 680 0 0 0 128 1,669 2,477 -1,228 1,249
Total 2,273 201 125 26 138 1,669 4,432 -1,251 3,181

In thousandsof euros
Not past 1-30 31-60 61-90 91-180 More than Individual

31.12.2014 due days days days days 180days Total impairment Net
A 0 0 0 0 0 0 0 0 0
B 0 0 0 0 0 0 0 0 0
C 0 0 84 0 0 0 84 25 59
D 208 157 82 108 10 0 565 -08 467
E 17 0 6 92 345 0 460 67 393
F 444 85 0 20 71 1,746 2,366 1,228 1,138
Total 669 242 172 220 426 1,746 3,475 1,418 2,057
Structure of impaired loans to legal entities according to past due time

In thousandsof euros

suizaos Ve doy Tt oo VR VU on pomE
A 0 0 0 0 0 0 0 0 0
B 117 0 0 0 0 0 117 -1 116
C 898 0 247 0 0 0 1,145 -87 1,058
D 50 0 0 0 0 0 50 -2 48
E 0 0 0 0 0 193 193 -106 87
F 0 0 0 0 0 0 0 0 0
Total 1,065 0 247 0 0 193 1,505 -196 1,309
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Inthousandsof euros

3122014 O Gne  mye  dmye  dmys  daye 180dmye  TOB imbament  Net
A 7 0 0 0 0 30 37 31 6
B 64 65 0 0 0 0 129 16 113
C 4,567 0 0 0 0 0 4,567 323 4,244
D 0 0 0 0 0 0 0 0
E 0 0 0 0 0 597 597 181 416
F 0 0 0 0 0 561 561 504 57
Total 4,638 65 0 0 0 1,188 5,891 1,055 4,836

Asat 31.12.2015, the amount of outstanding impaired loans and advances to legal entities
was 1,505 thousand euros, the amount of individually impaired loans was 196 thousand
euros and 29.2 % of impaired receivables were past due. As at31.12.2015 impaired and not
received was 49 positions. Individual impairment was accounted for 756 thousands of
euros in total. The proportion of individual impairment of impaired receivablesin the case
of legal entities was 13.0 % at31.12.2014. As at31.12.2014, theamount of outstanding
impaired loansandadvances to legal entities was 5,891 thousand euros, the amount of
individually impairedloans was 1,055 thousand euros and 21.5% of impaired receivables
werepastdue. As at 31.12.2014impaired and notreceived was 84 positions. Individual
impairment was accounted for 1,685 thousands of euros in total. The proportion of
individual impairment of impaired receivables in the case of legal entities was17.9% at
31.12.2014.

Financial effect of loan collateral depends on market value of receivable and collateral for
corresponding agreement. Loans and advances by collateralisation type are presented in
the table below. Financial effect on changein fair value of loan collateral’s market value
appears firstof all in case of past due loansandadvances, as servicing of those loansis
more uncertain and need for realisation of collateral is more probable thanin case of not
pastdueloans. Balance sheet value for past due under-collateralised loansas at31.12.2015
was 791 thousand euros and 821 thousand euros as at31.12.2014. Balance sheetvalue of
under-collateralised loansand advancesis bigger than fair value of collaterals for
corresponding receivablesand, on the contrary, balance sheet value of over-collateralised
loans and advancesis smaller thanfair value of collaterals for corresponding receivables.

Loans and advances to customers by collateralisation, gross
In thousandsof euros

31.12.2015 Loans without Under-collateralised Over-collateralised loans
Balance Fairvalue Balance Fairvalue .
sheet i sheet f Balance Fairvalue of
ee o ee 0 sheetvalue collateral
value collateral value collateral
Loans and advancesto
cusomers 13,809 0 8,415 4,730 132,922 510,620
Incl Not past due 11,919 0 7,624 4,329 121,539 466,617
Incl Past due 1,890 0 791 401 11,383 44,003
In thousandsof euros
31.12.2014 Lo&r}isavtvgtrt;?ut Under-clggitserahsed Over-collateralised loans
Balance Fairvalue Balance Fairvalue Balance Fairvalue of
sheet of sheet of
sheetvalue collateral
value collateral value collateral
Loans and advancesto 7,651 0 4,804 3,817 141,269 498,855
cusomers
Incl Not past due 6,792 0 3,983 3,260 131,106 473,375
Incl Pastdue 859 0 821 557 10,163 25,480
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Liquidity risk management

Liquidity riskis defined as therisk of insufficient solvency on behalf of Krediidipank to
perform its contractual obligations on a timely basis -i.e. the Bank’s failure to timely and
sustainably finance variousassets, or to liquidate its positions in order to perform
contractual obligations. Liquidity risk is managed based on the liquidity management
policy. The objective of liquidity managementin Krediidipank is to guarantee, atany given
moment, the timely and complete performance of the obligations assumed by the group
while optimising the liquidity risk in sucha manner as to achieve maximumandstable
profitability on investments with different maturities.

The main liquidity management body in Krediidipankis the Assets and Liabilities

Committee (ALCO). The functions andareas of responsibility of ALCO in the management

of liquidity are:

¢ to planshort-termand long-termliquidity of the group, and to design and

implement the measures to be used;

¢ toanalyseand summarise the information concerning the group’sassets and liabilities,

interestincome and expenses, management of liquidity and investments, and, if necessary,

to prepare theadoption of strategic decisions by

the Board;

e to optimisetheratio of the maturities, profitability and instruments of the group's
assets and liabilities in order to achieve the bank’s strategic objectives;

o toregulatethe group’s required liquidity level as well thelevel of the risk of change in
theacceptableinterestrateriskandtheacceptable value of assets and liabilities.

The following bodies are regularly informed of Krediidipank’sliquidity position: the
Management Board, ALCO and Credit Committee. Krediidipank maintains a sufficient
level of liquidity in order to ensure timely performance of its obligations.
TheKrediidipank group usesan approachbased on the analysis of the duration gap
between the maturities of assets and liabilities for the management of the Krediidipank
group's liquidity position. An overview of the division of assetsand liabilities by
maturities has been provided in Note 37. Thismodel is also used for determining the main
observableliquidity ratiosand term proportions of assets and liabilities, as well as for
conducting stress tests. Limits have been established for all major liquidity indicators.
The following indicators are used for the measurement of liquidity risk:

¢ Liquidity Coverage Ratio (LCR);

Maintenance period in a liquidity crisis situation;

Financing concentration;

Ratio of liquid assets to demand deposits;

Ratio of non-current liabilities to investments requiring stable funding.

The group's total duration gap in the period of up to 12 months is negative. This indicates
thatthe group has moreliabilities with a duration of up to 12 months compared to
receivables with the corresponding duration. The management of the duration gap riskis
based on estimates concerning forecast cashflows arising fromliabilitiesand the group
ensures an adequate amount of liquidity buffers in order to meet the net outflow of
liabilities as they become due.

Theliquidity policy of the Krediidipank group is built upon the principle of prudenceand
established liquidity buffers are sufficient to cover even a large-scale outflow of deposits.
The group has established a business continuity and recovery planfor conductina
liquidity crisis, specifying the actions to be taken for coveringa cash flow deficitevenin
extraordinary circumstances.
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Marketrisk management

Marketrisk arises fromthe group’s trading and investmentactivities in the interest,
currency and equity markets. Among financial products, financialinvestments and
derivative instruments are subject to market risk. Market risk arises from changes in
interestrates, currency exchangerates and prices of financial assets. The acceptance of
marketriskis controlled by using risk limits. Different factors influencing market risks are
monitored on a daily basis. The primary marketrisk bearingassetsin the group are
investments in bonds. Investmentsin bonds are included in the following line items:
Financial assets atfair value through profit orloss, Held-to-maturity financial assetsand
Available-for-sale financialassets. The total size of debt securities portfolio has been
reduced by a total of 10.5 million euros (-61.5%) during the year 2015 (see Note 10). The
average duration of the portfolio and the total marketriskhavealsobeenreduced.In
addition, the capital requirement needed to cover the position risk of the trading portfolio
atfair value through profitorloss has decreased accordingly.

The pricerisk of the debt securities portfolio mainly arises from the potential changein
interestrates. The group uses the VaR (Value at Risk) method to measure the pricerisk of its
portfolio of financialinvestments. The VaR of the debt securities portfoliogiven a 100bp
increasein interestrates as at31.12.2015 was 257 thousand euros, the respective indicator
asat31.12.2014 was 301 thousand euros.

Currency riskis defined as a risk arising from the differences in the currency structure of
the group's assets and liabilities. Changes in currency exchange rates cause changesin the
value of assets andliabilities, as wellas theamount of income and expenses measured in
the functional currency. The Krediidipank group generally maintains minimum foreign
currency positionsrequired for the provision of services to customers. All foreign currency
positions are continually monitored and marked to market. The group covers open foreign
currency positions using swap and forward transactions. Data on the structure of assets
and liabilities by currency positionsandrespective net currency positionshave been
presented in Note 38. The total amount of open currency positionsas at31.12.2015 was 120
thousandeuros, currency riskis low.

Interestrateriskis defined as a risk of unexpected unfavourable changesin interestrates
thatmightaffect the revenue generated by the group. The group is exposed tointerestrate
risk because of the differences in the (payment) maturity terms of the group's assets and
liabilities, or from differences in the currency structure of assetsandliabilities, or because
of the adjustment of the interest rates thereof on a regular basis. The division of
Krediidipank’s assetsand liabilities by term of interestrate change has been disclosed in
Note 39.

Interestraterisk management entails the analysis of the interestrate risk of all of the
group's assets and liabilities and the management of duration. Once a year the assessment
of interestrisk of the bank portfoliois done. The table below specifies the estimates with
regard to theannual impact of a parallel shiftin the yield curve on theinterestincome and
interestexpense by currency as at31.12.2015. The shiftin the yield curve and the net
interestincome of Krediidipank group are positively correlated, therefore netinterest
income decreasesin the event of a decline in interestrates and netinterestincome increases
in the eventof an increasein interestrates.

Thetotal impactof an increase in the interestrate of 100 bp on netinterestincome over one
year was 160 thousand eurosat the balance sheet date. The interestrate decrease of 100 bp
impactwas -277 thousand euros. Sensitivity to interest rates is impacted by the transfer of
interestrate risk arising from the establishment of a contractual minimumrate of interest
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onloans with a floating interest rate. The interestrate risk scenario assumes the impact of
derivative instruments and decrease in interest rates to a minimum of 0 % level, demand
deposits are classified as notinterest-rate sensitive. The interest rate risk scenario assumes
on-timerepayment ofloans.

Theimpactofa 100 bp increase in interestrates to the economic value of the group's equity
asat31.12.2015 was 129 thousand eurosand the impact of a decrease of 100bp was 5,485
thousandeuros and the corresponding figures as at31.12.2014 were -605 thousand euros
and 2,235 thousand euros, respectively.

Impactof a shiftin theyield curve of 100 bp on the netinterestincome of the group

Inthousandsof euros

31.12.2015 EUR uUsb Other Total
Change ininterestincome 729 16 6 751
Change ininterest expense 567 23 1 591
Change in netinterestincome 162 -7 5 160
31.12.2014 EUR uUsD Other Total
Change ininterestincome 822 24 0 846
Change in interest expense 526 24 1 551
Change in netinterestincome 296 0 -1 295

Interestrate risk is mitigated through the limitation of the duration gap of assets and
liabilitiesin different currencies sensitive to interest rates, harmonisation of the duration
structure of assets and liabilitiesand, if necessary, the use of interestrate derivatives.

Operational risk management

Operationalriskis risk arising from malfunctions or deficiencies in the group’s information
systems, errors in personnel policy, negligence or wrongful behaviour of staff members,
inadequate rules of procedure or external factors that cause damage to or disturb the
group’s daily business activities. Operational risk includes information technology risk,
procedural risk, personnel risk, legal risk, security systems risk and discovery risk. The
group manages operationalrisk on the basis of established operational risk policy.

Operationalriskis viewed and managed as a separate risk management area within the
group, with the required resources allocated and anadequate amount of own funds
provided for covering potential losses. The management of operational risk is integrated
within the group’s day-to-day activities. The nature, impactand need to control the
operationalrisk mustbe acknowledged by all employees within the group.

Theevaluation of operational risk is, above all, carried out qualitatively, as the
organizationis relatively small and simple and therefore seldom experiencesactualloss
events. Theloss events are registered in theloss database, specifying theamount of loss
thatwas incurred. The group monitors the dynamics of operationalrisk by analysing the
main riskindicators on a quarterly basis. Reports are submitted to the management board
on the loss events related to operational risk eventsand the main risk indicators on a
regular basis atleast oncea quarter. The group carries out operationalrisk self-evaluation
on a regular basis. The group uses the Basic Indicator Approachto calculate the
operationalrisk capitalrequirements.
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Principles of capital management

The group employs risk-based management of capital, ensuring that all risks are
adequately covered by own funds atall times. Management of capital occurs on the basis
of balance sheetand profitforecasts that take into account the strategy, future expectations,
risk profileand risk appetite of the group. Capital is considered to be own funds of the
group thatare comprised of Tier 1 capital and Tier 2 capital. An overview of capital is
provided in the table below.

In thousandsof euros

Own funds 31.12.2015 31.12.2014
Tier 1 capital

Paid-in share capital and share premium 25,175 25,175
Statutory reserve capital 1,844 1,813
Retained eamings 58 -1,308
Intangible assets (-) -761 -733
Deferred tax asset dependingon future taxable profits -1 -1
Adjustment of value arising from requirementsof reliable measurement (-) -17 -13
Total Tier 1 capital 26,298 24,933
Subordinated debt 4,000 6,469
Tier 2 capital 4,000 6,469
Eligible capital for capital adequacy calculation 30,298 31,402

Asat31.12.2015, the group's own fundsamounted to 30,298 thousand euros (as at
31.12.2014: 31,402 thousand euros), including Tier 1 capital of 26,298 (31.12.2014: 24,933)
and Tier 2 capital of 4,000 (31.12.2013: 6,469). Tier 2 capital comprises of subordinated
liabilitiesin compliance with established criteria where theamountinduded in the
calculationof own funds is amortised over the final remaining five years.

Asat 31.12.2015, the group is compliant with all of the regulatory capital requirements.
An overview of regulatory capital, capital requirements and the calculation of capital
adequacy is presented in the table of capital adequacy indicatorson page15.

Theinternal capitaladequacy assessment process (ICAAP)is a continuous process with the
objective of evaluating therisk profile of the group and the corresponding capital
requirement. The group ensures capital coverage of aggregated risksatall times.

The managementboard of Krediidipank is responsible for the management of capital. The
internal capital adequacy assessment process (ICAAP) is the basis for management of
capital withinthe group on a regular basis. The managementand forecasting of the capital
needs is carried out on the basis of regular calculation of capital adequacy, to which the
capital requirements are added for covering additional risks thatare not taken into account
within the framework of regulatory capital requirements.

Therisk profile of the group is mainly assessedregarding the following risks: creditrisk,
concentration risk, liquidity risk, marketrisks, including pricerisk of the portfolio of
financial investments, interest rate risk of the bank portfolio, operational risk, strategic risk
and reputation risk.

The minimum desirable level of capitaladequacy is the minimumrequired level of capital
adequacy determined by the Supervisory Review and Evaluation Process assessment, to
which a buffer necessary for the growth of operational volumes or other implementation of
a strategic plan is addedas required in accordance with the effective operational strategy
and balance sheet forecasts of the group.
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Capital needs are determined by way of forecasting balance sheet exposures by using
changes in variousrisk-weighted assets and equity line items as a basis. In addition,
arequired equity buffer is determined in order to ensure an internally desirable level of
capital adequacy in the event thatalternative scenarios or risk scenarios materialise. The
group ensures adequate capital coverage of all risks atall times.

Financial assets and liabilities carrying value and fair value

The group estimates the fair value of such financial assets and financial liabilities thatare
notmeasured atfair value in the statement of financial position of the group. Assets not
measured atfair value are primarily loansand advances to customers and liabilities not
measured atfair value are mainly deposits.
The group discounts cash flows using the market yield curve as a basis in order to estimate
the fair value of financial assets and financial liabilities.

In thousandsof euros

31.12.2015 31.12.2014
Carrying value Fairvalue Carrying value Fairvalue

Assets
Cash on hand 2,342 2,342 2,576 2,576
Balanceswith central banks 65,126 65,126 30,475 30,475
!_oqnsand advancesto credit 57,716 57,716 29,836 29,836
institutions
Fina_mcial assetsheld for 28 28 0 0
trading
Loansand advancesto 152,652 154,494 150,705 150,138
customers

incl. individuals 114,015 115,857 110,906 110,165

incl. legal entities 38,637 38,637 39,799 39,973
Held-to-maturity financial 503 503 3,921 4622
assets
Otherfinancial assets 1,161 1,161 843 843
Total assets 279,528 281,370 218,356 218,490
Liabilities
Balanceswith central banks 0 0 5,073 5,073
!_oa'nss'md advancesto credit 115 115 356 356
institutions
Finqcial assets held for 276 276 0 0
trading
Due to customers 267,395 268,006 207,779 208,702

incl. individuals 151,633 152,244 147,190 148,095

incl. legal entities 115,762 115,762 60,589 60,607
Otherfinancial liabilities 3,928 3,928 1,463 1,463
Subordinated debt 4,039 4,039 13,390 13,390
Total liabilities 275,753 276,364 228,061 228,984

Group’s loans and advancesare priced on risk basis, due to that the fair value may differ
from the carrying valuein these situations where there are differnces between contractual
loan balance and carrying value which is measured withamortized cost method. Fair value
is calculated in accordance with the principles of Level 3. See the description of the levels
by IFRS 13 on the page29. To find the fair value of deposits existing deposits are
discounted using the rates of interest offered on newly received deposits.
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Thefair value of loans and advancesas at 31.12.2015was 1,842 thousand euros higher and
the fair value of customer deposits was 611 thousand euros higher than their carrying
amounts, both of which account for1.2 % and 0.2% of their carryingamount. As at
31.12.2014, the fair value of loans and advances was 0.4 % lower than the carrying amount
and the fair value of deposits was 0.4 % higher than the carrying amount.

Note 3. Balances with central banks

Inthousandsof euros

31.12.2015 31.12.2014
Demand deposits
incl. minimum reserve requirement 2,221 1,606
incl. demand deposits, cash equivalents 62,905 28,869
Total 65,126 30,475
Note 4. Loans and advances to credit institutions
Inthousandsof euros
31.12.2015 31.12.2014
EU countries, except Estonia 25,582 3,855
Estonia 11,941 1,629
u.S. 19,316 23,554
All other countries 877 798
Total 57,716 29,836
Classification by creditrating
AA 1,952 12
AA- 12,014 164
A+ 645 3,448
A 7 24,424
A- 8,658 1,405
BBB+ 24,803 107
BBB- 9,553 220
BB+ 28 0
Not rated 56 56
Total 57716 29,836
Note 5. Loans and advances to customers
In thousandsof euros
31.12.2015 31.12.2014
Total receivablesfrom private individuals 116,245 112,797
Home loan 82,440 85,165
Consumerloan 27,956 21,979
Lease financing 5,849 5,653
Total receivablesfrom corporates 38,901 40,927
Investment loan 22,812 22,594
Working capital loan 12,294 13,596
Lease financing 3,795 4,737
Total receivables 155,146 153,724
Allowance for doubtful receivables (Note 9) -2,494 -3,019
Total 152,652 150,705

Continues on the next page
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EU countries, except Estonia 10,678 12,215
Estonia 143,507 140,529
All other countries 961 980
Total receivables 155,146 153,724
Allowance for doubtful receivables (Note 9) -2,494 -3,019
Total 152,652 150,705
Note 6. Past due receivables
In thousandsof euros

31.12.2015 31.12.2014
Private individuals ballé%acg Collateral coverageratio Loanbalance Collateral coverageratio
1-30 days 3,814 47.6% 5,037 56.9%
31-60 days 1,391 36.0% 1,453 43.8%
61-90 days 395 24.2% 450 53.9%
more than 90 days 3,206 60.3% 3,126 65.3%
Total 8,806 10,066

31.12.2015 31.12.2014
Corporates ballacr:acg Collateral coverageratio  Loanbalance Collateral coverageratio
1-30 days 593 42, 7% 469 62.9%
31-60 days 410 79,5% 88 46.1%
61-90 days 228 19,3% 15 32.8%
more than 90 days 4027 27, 7% 1,205 82.9%
Total 5258 1,777

Thecollateral coverageratiois calculated contract basis as the receivable fromthe
customer divided by the market value of collateral. Then theresults are weighed with
contractual netbalancein the respective group.

Note 7. Collateral structure

Inthousandsof euros

31.12.2015 31.12.2014
Unsecured 57,716 29,836
Total 57,716 29,836
Structure of collateral ofloans
In thousandsof euros
Priv ate individuals Corporates
31.12.2015 31.12.2014 31.12.2015 31.12.2014
Mortgage loans 96,606 99,214 33,811 34,924
Leased assets 5,849 5,653 3,795 4,737
Unsecured loans 13,198 7,015 611 636
Personal sureties, guarantees 590 906 485 612
Loanssecured by deposits 1 5 15 15
Other 1 4 184 3
Total 116,245 112,797 38,901 40,927
Allowance for doubtful receivables -2,230 -1,892 -264 -1,127
Total 114,015 110,905 38,637 39,800
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Note 8. Finance lease receivables

Inthousandsof euros

31.12.2015 31.12.2014
Gross investmentbalance 10,418 11,969
Lease paymentsreceivable, incl.
up to lyear 3,717 3,788
1-5years 6,476 7,816
over5 years 225 365
Future payments 602 743
uptolyear 250 275
1-5years 338 445
over5 years 14 23
Net investment* 9,816 11,226
Lease paymentsreceivable, incl.
up to 1lyear 3,467 3,513
1-5years 6,137 7,370
over5 years 212 343

* The netinvestmentisincluded inthe consolidated statement of financial positionin the line item "Loansand

advancesto customers'.

Note 9. Impairment of loans and advances

In thousandsof euros

31.12.2015 31.12.2014

Balance at the beginning of the reporting period -3,019 -3,249
incl. collective impairments 546 424
incl. individual impairment -2,473 -2,825
Impairmentsposted duringthe reporting period -1,600 -1,236
Adjustment of previousimpairments* 1,425 1,538
Receiptsfrom off-balance sheetloan receivables -176 -437
Loanswritten off during the reporting period 876 365
Balance atthe end of the reporting period -2,494 -3,019
incl. collective impairments -1,047 -546
incl. individual impairment -1,447 -2,473

* The changesin the calculation of individual impairments (the correction of net realization value of the collaterals)

affectthe amount approximately 400 thousandseuros.

Note 10. Financial investments

In thousandsof euros

31.12.2015 31.12.2014
Financial assets held for trading 28 0
Concluded withcreditinstitutions, foreign currency related o8 0
derivative transactions
incl. level 1 instruments 28 0
F|na_nC|aI assets designated at fair valuethrough 6,078 13.184
profit or loss
Debt securities 6,078 13,184
incl. level 1 instruments 6,078 13,184

Continues on the next page
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Held-to-maturity financial assets 503 3,921
Debt securities 503 3,921
incl. amortised cost 503 3,921

Av ailable-for-salefinancial assets 13 18
Equity securities 13 18
incl. level 1 instruments 13 18

No reclassifications of financial investments betw een different levels occurred during the reporting

period.
In thousandsof euros
31.12.2015 31.12.2014
Financial assets held for trading 28 0
Concluded withcreditinstitutions, foreign currency related o8 0
derivative transactions
FlngnC|aI assets designated at fair valuethrough 6.078 13,184
profit or loss
Government debt securities 1,053 5,340
Debt securities of creditinstitutionsand financing institutions 1,327 1,387
Debt securities of other non-financial companies 3,698 6,457
Held-to-maturity financial assets 503 3,921
Debt securities of other non-financial companies 503 3,921
Available-for-salefinancial assets 13 18
Sharesof othernon-financial companies 13 18
Financial assets held for trading 28 0
Derivative contractswith creditinstitutionsregistred in EU 28 0
Fina_ncial assets designated at fair valuethrough 6,078 13,184
profit or loss
Securitiesof companiesregistered in the EU 5,154 10,635
Securitiesregistered in other countries 924 2,549
Held-to-maturity financial assets 503 3,921
Securitiesof companiesregistered in the EU 503 3,921
Available-for-salefinancial assets 13 18
Securitiesof companiesregistered in the EU 13 18
Financial assets held for trading 28 0
AA-to AA+ creditrating 28 0
IF(;ggnmal assets designated at fair valuethrough profit or 6,078 13,184
A-to A+ creditrating 2,254 2,303
BBB-to BBB+ 1,573 7,969
BB-to BB+ 555 2,041
B-to B+ 1,696 871

Continues on the next page
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Held-to-maturity financial assets 503 3,921

BBB-to BBB+ creditrating 0 3,921
Not rated* 503 0
Available-for-salefinancial assets 13 18
Not rated 13 18

* There are no available creditraiting from raiting agencies

31.12.2015 31.12.2014

Financial assets held for trading
Opening balance 0 0
During the reporting period

- currency related derivativeschangein fairvalue 28 0

Closing balance 28 0

Financial assets designated at fair valuethrough
profit or loss

Opening balance 13184 29166
During the reporting period:
Acquired 0 4166
Sold 0 -6 330
Redeemed -6 734 -13 259
Change in fairvalue -372 -559
Closing balance 6078 13184

Held-to-maturity financial assets

Opening balance 3921 5617
During the reporting period:
Aquired 500 0
Sold 0 -1411
Redeemed -3918 -285
Closing balance 503 3921

* During 2015, financial assets classified as held-to-maturity were redeemed early as a result of an exercise of
early redemptionright at the issuer'soption. According to the management'sjudgment, the significant criteria of
IAS 39 are met and therefore the group will continue to classify the remaining notes as financial assets held-to-
maturity.

Note 11. Other financial assets

In thousandsof euros

31.12.2015 31.12.2014
Cash in transit 913 524
Security deposits 184 165
Otherreceivables 64 154
Total 1,161 843

Other financial assets are all not passed due date and not impaired.
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Note 12. Assets held for sale

Inthousandsof euros

31.12.2015 31.12.2014

Propertiesunder construction 1,590 2,403
Real estate acquired forresale 832 2,134
Total 2,422 4,538
incl. impairment of inventories during the reporting period 171 37

Note 13. Investment property

In thousandsof euros

31.12.2015 31.12.2014

Carrying amount at the beginning of the period 13515 16,052
Sold during the period -2410 -3,825
Reclassificationfrom property, plant and equipment 0 213
Reclassification from inventories 0 182
Change in fairvalue 115 893
Carrying amount at the end of the period 11220 13,515

incl.investment property earning rental income 9127 8,871
Rental income 533 646
Expensesincurred on generation of rental income 147 354
Sale of investment property insale price 2410 3,888

Investment property is measured atfair value on the basis of expertappraisal carried out
by qualified appraisers, as applicable tolevel 3 instruments. Independent expert valuation
is based on either theincome approach, marketapproach or a combination of the two
aforementioned approaches is used.

The following attributes are used by expert appraisals for the determination of fair value of
investment property:

¢ Rental income: rents under currentlease agreements are used;

¢ Vacancy rate: theactualvacancy rate of the investment properties, taking into account the
risks associated with the property;

¢ Discountrate:itis calculated using the weighted average cost of capital (WACC)
associated with the investment property;

e Capitalisationrate:itis based on the estimated level of return at the end of the estimated
holding period, taking into consideration the forecast market condition and risks
associated with the property.

Income approachbased on the capability of the asset to generate income in the future. The
valueis defined as the present value of the expected future income. The income approach
is used for the valuation of income-producing real estate (leased asset or can be deemed to
be aleased asset).

Income-based approaches are the capitalisation of income and discounted cash flow
analysis.

Marketapproach is based on analysis to compare the appraised asset to sold assets of
similar nature. The comparison determines differences between the appraisedassetand
sold assets of similar nature and then uses the results to adjust the prices of sold assets and
determine the value of theappraisedasset.

In certain situationsitis not possible to only rely on one approachand therefore the methods must
be combined. A valuation specialist uses one to three valuationapproaches (or combinations
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thereof) to carry out theappraisal. Typically multiple differentresults are obtained whenseveral
approaches are used, which are then adjustedinto the valuation through weighing No substantive
changes have occurredin the approaches used to appraisereal estate compared to the financial
statements for the year 2014.

The following table provides an overview of the valuation methodology used and the
classification of investment property.

In thousandsof euros

Fairvalue Rent Value or Discount Capitalisa- Possible Impactto
income per medium rent rate  tionrate changein value
31.12.2015 year price rent price
(eurogm?2)

Investment property which isvalued:

Marketapproach 7,020 117 - - - - -
-othercommercial real estate 1,956 88 0.22-1.41 - - 5-10%  +/-20%
-residental property 665 23 1.39-2.64 - - 0-8% +/- 5%
-land 4,399 6 0.01-0.24 - - 0-8% +/-25%

Income approach 3,100 254  5.41EUR 0.09 0.08 CPIto8%  +/-15%
-offices

Combined method 1,100 88  6.56 EUR 0.09 0.08 CPIto8%  +-10%
-offices

Investment property total 11,220 459 - - - - -

In thousandsof euros

Fairvalue Rent Value or Discount Capitalisa- Possible Impactto
income per medium rent rate  tionrate changein value

31.12.2014 year price rentprice

(eurogm?2)

Investment property which isvalued:

Market approach 8,404 169 - - - - -
-other commercial and 2,985 132 0.14-1.40 - - 5-10%  +/- 25%

business property
-residental property 1,047 34 0.08-2.95 - - 0-8%  +/-10%
-land 4,372 3 0.01-0.23 - - 0-8% +/-25%

Income approach 4,090 309 4.74EUR 009~ 408.0.10 CPIto10%  +-15%
-offices 0.12

Combined method 1,021 58 6.15EUR 0.095 0.08 CPIto 2.5%  +/-10%
-offices

Investment property total 13,515 536 - - - - -
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Note 14. Property, plant and equipment

Inthousandsof euros

Land and buildings Otherassets Total
Carrying amount at 31.12.2014 4,749 747 5,496
incl. cost 5,824 2,410 8,234
incl. depreciation 1,075 1,663 2,738
Acquisition 0 668 668
Sale at carrying amount 135 66 201
Write-off at carrying amount 0 15 15
Reclassificationasinvestment property -213 0 -213
Depreciationcharged 102 272 374
Carrying amount at31.12.2014 4,299 1,061 5,360
incl. cost 5,446 2,648 8,094
incl. depreciation 1,147 1,587 2,734
Acquisition 0 128 128
Sale at carrying amount 0 62 62
Write-off at carrying amount 0 12 12
Depreciation charged 94 232 326
Carrying amount at 31.12.2015 4,205 883 5,088
incl. cost 5,446 2,400 7,846
incl. depreciation 1,241 1,517 2,758
Note 15. Intangible assets
Inthousandsof euros
Carrying amount at 31.12.2014 715
incl. cost 1,697
incl. depreciation 982
Acquisition 209
Sale at carrying amount 3
Write-off at carrying amount 4
Reclassification -24
Depreciation charged 160
Carrying amount at 31.12.2014 733
incl. cost 1,834
incl. depreciation 1,101
Acquisition 189
Write-off at carrying amount 0
Reclassification -1
Depreciation charged 160
Carrying amount at 31.12.2015 761
incl. cost 2,014
incl. depreciation 1,253

¢ F
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Note 16. Other assets

In thousandsof euros

31.12.2015 31.12.2014

Prepayment for financial supervision 97 81
Settlementswith the Taxand CustomsBoard 1 37
Otherprepayments 142 163
Total 240 281

Note 17. Encumbered assets

Assets are deemed encumbered if such assets are used for securing any on-balance sheet or
off-balance sheet transaction or improvement of creditworthiness and such assets are
pledged and cannot be withdrawnfrom the pledge without prior approval by the pledgee.
Deposited or pledged assets that are not in use and can be readily reclaimed are not
deemed to be encumbered assets.

Theassets of the Krediidipank group are predominantly unencumbered with the exception
of deposits pledged in the total amount of 1.60 million euros for securing various
transactions.

The bank has previously pledged notes totalling 3.31 million euros to the central bank,
however, thebank is not subject to any obligations to the central bank with regard to the
pledged assets, therefore such assets can be readily reclaimed.

In February 2012, Krediidipank took partin the long-term refinancing programme
organized by the European Central Bank by raising 10 million euros with a 3-year
maturity, of which the bank repaid 5 million euros prematurely in July 2013 and 5 million
euros in February 2015.

In thousandsof euros

Carrying  Fairvalue of Carrying value of ~ Fairvalue of Total carrying

value of encumbered unencumberedunencumbered value of
encumbered assets assets encumbered
31.12.2015 assets and
unencumbered
assets
Assets 1,602 1,602 303,748 350,590 305,350
Demand depositsand term
deposits 1,602 1,602 121,240 121,240 122,842
Shares 0 0 13 13 13
Bonds 0 0 6,581 6,581 6,581
incl. governmentbonds 0 0 1,053 1,053 1,053
incl. bondsof credit
ingtitutionsand financing 0 0 1,327 1,327 1,327
institutions
incl. bondsof othernon- 0 0 4,201 4,201 4,201
financial companies
Loansand advancesto
customers 0 0 152,652 154,494 152,652
Otherassets 0 0 23,262 23,262 23,262

Continueson the next page
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Carrying Fairvalue of Carrying value Fairvalue of  Total carrying
value of encumbered

of unencumbered value of

81.12.2014 encumbered assetsunencumbered encumbered and
assets assets unencumbered
Assets 11,609 12,310 244,376 243,809 255,985
Demand depositsand deposits 2,182 2,182 58,129 58,129 60,311
Shares 0 0 18 18 18
Bonds 9,427 10,128 7,678 7,678 17,105
incl. governmentbonds 3,203 3,203 2,137 2,137 5,340
incl. bondsof credit
ingtitutionsand financing 0 0 1,387 1,387 1,387
institutions
incl. bondsof other non- 6,224 6,925 4,154 4,154 10,378
financial companies
Loansand advancesto 0 0 150,705 150,138 150,705
customers
Otherassets 0 0 27,846 27,846 27,846

Note 18. Due to credit institutions

Inthousandsof euros

31.12.2015 31.12.2014

Demand deposits 115 356
incl. EUR 69 268
usb 46 88

Note 19. Due to customers

In thousandsof euros

31.12.2015 31.12.2014

Private individuals 151,633 147,190
Corporates 115,762 60,589
Total 267,395 207,779
Demand deposits 105,386 79,872
Term deposits 162,009 127,907
Total 267,395 207,779
Note 20. Other financial liabilities
Inthousandsof euros

31.12.2015 31.12.2014
Cash in transit 3,178 657
Trade payables 352 443
Payablesto employees 104 119
Otherfinancial liabilities 296 244
Total 3,928 1,463
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Note 21. Other liabilities

Inthousandsof euros

31.12.2015 31.12.2014
Tax liabilities 354 173
Otherliabilities 345 625
Total 699 798
Note 22. Subordinated debt
In thousandsof euros
31.12.2015 31.12.2014
Amount Maturity Interest rate Amount Maturity Interest rate
Subordinatedfoan 0 ; ; 9,000 15.05.2016 5.625%-7.75%
agreement
Subordinatedfoan 4,000 15.02.2021 7.75% 4,000 15.02.2021 7.75%
agreement
Accrued interest 39 - 390 -
Total 4,039 13,390

Subordinatedloan have fixed interest rate.

Note 23. Equity

Theshare capital of the bank amounts to 25,001 thousand euros, whichis divided into
39,117,600shares of no par value. Pursuant to the articles of association, share capital can
be increased to 80 million euros withoutany amendment to the articles of association. As
at31.12.2015 the carrying value of one shareis 0.64 euros.

According to therequirements of § 336 of the Commercial Code, during each financial
year, at least one-twentieth of the net profit shall be transferred to the statutory reserve,
until the statutory reserve reaches one-tenth of share capital. Once the statutory reserve
capital reaches theamountspecified in the articles of association, no more transfers on
account of net profit will be made to the statutory reserve capital.

On the basis of a decision of the general meeting of shareholders, statutory reserve capital
may be used to coverlosses, as well as to increase share capital. Distributions to
shareholders from the statutory reserve capital are not permitted.

Note 24. Contingent assets and liabilities

Inthousandsof euros

31.12.2015 Assets Liabilites

Financial assets held for trading 20,437 20,685

delr?\;:;.tiL\llr;c;erlymg assetsof currency related 20 437 20,685

Contingent liabilities 0 7,871
incl. financial guarantees 0 1,253
incl. linesof credit and overdraft facilities 0 6,618

31.12.2014

Contingent liabilities 0 5,179
incl. financial guarantees 0 1,041
incl. linesof credit and overdraft facilities 0 4,138
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The tax authorities may atany time inspect the books and records of the company within 5
years subsequent to the reported tax year, and may as a result of their inspectionimpose
additional tax assessments and penalties.

The managementis notaware of any circumstances which may giverise toa potential
material liability in this respect.

Note 25. Interest income

In thousandsof euros

2015 2014
Onloansand lease receivables 7,665 7,272
On financial assetsmeasured at fairvalue 423 1,070
On held-to-maturity financial assets 160 326
On cash and amountsdue from banks 13 55
Total 8,261 8,723
Note 26. Interest expense
In thousandsof euros

2015 2014
On term deposits 1,804 1,932
On subordinated loans 558 866
On loans 4 8
On demand deposits 1 4
Total 2,367 2,810
Note 27. Fee and commission income
In thousandsof euros

2015 2014
Bank transferfees 1,139 1,155
Gainsfrom foreign exchange transactions 808 482
Charges on card transactions 368 373
Account opening and management fees 450 250
Feesrelated to securities 21 16
Otherfees 578 367
Total 3,364 2,643
Note 28. Fee and commission expense
In thousandsof euros

2015 2014

Charges on card transactions 435 385
Bank transferfees 192 191
Securitiestransaction and custodial fees 10 11
Otherfees 76 15
Total 713 602
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Note 29. Net income/expense from financial assets and liabilities at fair value

through profit or loss
In thousand of euros
2015 2014

Derivatives 19 0
Currency related derivatives 19 0
Financial assetsat fairvalue -372 -559
Financial assetsat fair value through profit or loss -372 -559
Total -353 -559
Note 30. Payroll expenses
In thousandsof euros

2015 2014
Wages and salaries 3,760 3,693
Social tax, unemployment insurance premiums 1,218 1,199
Total 4,978 4,892
Note 31. General and administrative expenses
In thousandsof euros

2015 2014
Rent of buildings 503 668
Administrationand use of information systems 336 376
Servicespurchased 309 153
Advertising expenses 285 252
Contributionsto Deposit Compensation Fund 277 242
Office expenses 252 269
Legal services, state fees 97 127
Financial supervisionfee instalments 88 135
Trainingand travel expenses 50 35
Transportexpenses 45 69
Membership fees 27 32
Property and casualty insurance 11 13
Otheroperatingexpenses 286 378
Total 2,566 2,749
Note 32. Other income
In thousandsof euros

2015 2014
Redemption of financial assetsheld-to-maturity* 834 0
Rental income 743 755
Insurance brokerage 53 90
Finescollected 33 30
Otheroperatingincome 64 154
Total 1,727 1,029

* Netincome from early redemption of financial assetsclassified as held-to-maturity in relationto an exercise of

early redemptionright at the issuer'soption.
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Note 33. Other expenses

Inthousandsof euros

2015 2014
Expensesincurred on generation of rental income 360 577
Loss on sale of non-current assets, net 0 52
Foreign exchange loss 0 15
Impairment of other assets 16 10
Total 376 654

Note 34. Litigation

As at 31 December 2015, the principal amount subject for pending court proceedings
initiated by the group companies amounted to 562 thousand euros, plus interest for late
payment. Froma legal point of view, the claims have good prospectsas the majority of
these claims arerelated to the obligations arising fromloan and lease agreements. The
recourse to courtis due to unsatisfactory payment behaviour of debtors as opposed to legal
disputes.

The group will notincur potential losses from the aforementioned litigation.

Theshareholders of the bank and the supervisory authority have challenged various
resolutions of the general meeting of shareholders. Suchlitigation by substance constitutes
disputes between shareholdersand the bankis a defendant on procedural grounds. No
monetary claims have been asserted against the group.

Note 35. Leased assets

The contractual payments for office premises rented by the group under operating lease
terms are classified as follows:

In thousandsof euros

2015 2014
uptolyear 158 209
1-5years 409 436
over5 years 148 238
Total 715 883

Onerental agreement has been entered into for an indefinite term. Therentis 1 thousand
euros per month.

Note 36. Related parties

For the purposes of this Note, the following have been considered related parties:

- a shareholder of significantinfluence and companies that are part of its group;

- management of the group: members of the managementboard and the supervisory board
of the parentcompany, thehead of internalauditand entities controlled by them;

- those who have the same economic interestas management and entities related to them.

The terms of theloans granted torelated parties do not differ from theloans granted to
other customers with regard to interestrates.
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Transactions with related parties are based on the pricelistand/orare carried outat

marketvalue.

In thousandsof euros

31.12.2015 31.12.2014
Shareholders with significantinterest
Receivables31.12 30 100
Payables31.12 28 32
Subordinatedloan31.12 4,000 13,000
Interest expenses of reporting period 534 866
Members of the managementboard and supervisoryboard, and persons and
companies associated with them
Loans31.12 131 119
Deposits 31.12 158 436
Interestincome of the reporting period 4 3
Interest expenses of the reporting period 0 7
Sale of othergoodsand services 14 8
Purchase of othergoodsand services 0 4
Compensationpaidand payable to membersof the management board and
supervisory board 423 443
Maximumtermination benefitspayable to membersof the management board, on a 156 141

contingent basis
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Note 37. Classification of financial assets and financial liabilities by remaining

maturity

In thousandsof euros

Upto 3

31.12.2015 3-12 months 1-5years Over 5 years Total
months

Assets

Cash on hand 2,342 0 0 0 2,342

Balanceswith central banks 65,126 0 0 0 65,126

!_oa_nsgnd advancesto credit 57.216 500 0 0 57,716

institutions

Financial assetsheld fortrading 28 0 0 0 28

Financial as_setsat fairvalue 0 2.346 3.732 0 6.078

through profitorloss

Loansand advancesto 13,228 21,605 76,668 88,875 200,376

customers

Held-to-maturity financial assets 0 0 0 503 503

Available-for-sale financial

assets 0 0 0 13 13

Otherfinancial assets 913 0 0 248 1,161

Total assets 138,853 24,451 80,400 89,639 333,343

Off-balance sheetfinancial

assets

Flngn(:lgl assetsheld fortrading 20,437 0 0 0 20,437

(derivatives)

Total on-balance-sheetand

off-balance-sheetfinancial 159,290 24,451 80,400 89,639 353,780

assets

Liabilities

Due to creditinstitutions 115 0 0 0 115

Due to customers 174,918 68,181 23,652 1,538 268,289

FlngnmalIlabllltlesheldfor 276 0 0 0 276

trading

Otherfinancial liabilities 3,928 0 0 0 3,928

Subordinated debt 76 234 5,279 0 5,589

Total liabilities 179,313 68,415 28,931 1,538 278,197

Off-balance sheetliabilities

FlngnmalIla}blllt.lesheldfor 20,685 0 0 0 20,685

trading (derivatives)

Undrawn I|ne_:s_gfcred|tand 6.618 0 0 0 6.618

overdraft facilities

Financial guarantees 1,253 0 0 0 1,253

Total on-balance-sheetand 207,869 68,415 28,931 1,538 306,753

off-balance-sheetliabilities

Duration gap of financial -48,579 -43,964 51,469 88,101 47,027

assets and financial liabilities

Continueson the next page
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Inthousandsof euros

31.12.2014 Up to 3 312 4 5vears  OvVerd Total
months months years

Assets

Cash on hand 2,576 0 0 0 2,576

Balanceswith central banks 30,475 0 0 0 30,475

!_oa_nsgnd advancesto credit 29.416 420 0 0 29.836

institutions

Financial assetsat fairvalue 4242 2145 6.797 0 13184

through profit orloss ' ’ ’ ’

Loansand advancesto 6,435 7171 43,065 141,900 198,571

customers

Held-to-maturity financial assets 0 0 0 3,921 3,921

Available-for-sale financial 0 0 0 18 18

assets

Otherfinancial assets 678 0 0 165 843

Total assets 73,822 9,736 49,862 146,004 279,424

Liabilities

Due to central banks 5,073 0 0 0 5,073

Due to creditinstitutions 356 0 0 0 356

Due to customers 115,793 63,741 27,064 2,478 209,076

Otherfinancial liabilities 1,463 0 0 0 1,463

Subordinated debt 0 0 10,106 4,859 14,965

Total liabilities 122,685 63,741 37,170 7,337 230,933

Off-balance sheetliabilities

Undrawn Ilngs_pfcredltand 4,138 0 0 0 4,138

overdraft facilities

Financial guarantees 1,041 0 0 0 1,041

Total on-balance-sheetand 127,864 63,741 31,170 7,337 236,112

off-balance-sheetliabilities

Duration gap of financial 54,042 -54005 12,692 138,667 43,312

assets and financial liabilities
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Note 38. Classification of assets and liabilities by currency

In thousandsof euros

31.12.2015 EUR usb Other Total
Assets

Cash on hand 1,024 1,218 100 2,342
Balanceswith central banks 65,126 0 0 65,126
Loansand advancesto creditinstitutions 17,616 28,741 11,359 57,716
Financial assetsheld fortrading 28 0 0 28
E?c;][i\tlilrulgsosfﬁnancial assets at fairvalue through 5,154 924 0 6,078
Loansand advancesto customers 151,908 744 0 152,652
Held-to-maturity financial assets 503 0 0 503
Available-for-sale financial assets 13 0 0 13
Otherfinancial assets 910 246 5 1,161
Total financial assets 242,282 31,873 11,464 285,619
Otherassets 19,731 0 0 19,731
Total on-balance-sheetassets 262,013 31,873 11,464 305,350
Off-balance sheet assets

Financial assetsheld fortrading (derivatives) 0 0 20,437 20,437
;'(;tsaétts)n—balance—sheetand off-balance-sheet 262,013 31,873 31,901 325,787
Liabilities

Due to creditinstitutions 69 46 0 115
Due to customers 204,846 31,082 31,467 267,395
Financialliabilitiesheld fortrading (derivatives) 276 0 0 276
Subordinated debt 4,039 0 0 4,039
Otherfinancial liabilities 2,869 802 257 3,928
Total liabilities 212,099 31,930 31,724 275,753
Otherliabilities 699 0 0 699
Total on-balance sheetliabilities 212,798 31,930 31,724 276,452
Off-balance-sheetliabilities

Financialliabilitiesheldfor trading (derivatives) 20,685 0 0 20,685
Undrawn linesof credit and overdraftfacilities 6,618 0 0 6,618
Financial guarantees 1,253 0 0 1,253
;Ii'(;tﬁlliggébalance—sheetand off-balance-sheet 241,354 31,930 31,724 305,008
Net position 20,659 -57 177 20,779

Continueson the next page
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Inthousandsof euros

31.12.2014 EUR usbD Other Total
Assets

Cash on hand 1,283 1,238 55 2,576
Balanceswith central banks 30,475 0 0 30,475
Loansand advancesto creditinstitutions 3,268 25,241 1,327 29,836
g?c;;i\t/ilrl,:isc;ffmanmal assets at fairvalue through 8,497 4.687 0 13.184
Loansand advancesto customers 149,839 866 0 150,705
Held-to-maturity financial assets 3,921 0 0 3,921
Available-for-sale financial assets 18 0 0 18
Otherfinancial assets 427 390 26 843
Total financial assets 197,728 32,422 1,408 231,558
Otherassets 24,427 0 0 24,427
Total assets 222,155 32,422 1,408 255,985
Liabilities

Due to central banks 5,073 0 0 5,073
Due to creditinstitutions 268 88 0 356
Due to customers 174,308 32,212 1,259 207,779
Subordinated debt 13,390 0 0 13,390
Otherfinancial liabilities 1,281 95 87 1,463
Total financial liabilities 194,320 32,395 1,346 228,061
Otherliabilities 798 0 0 798
Off-balance-sheetliabilities

Undrawn linesof credit and overdraftfacilities 4,138 0 4,138
Financial guarantees 1,041 0 0 1,041
‘I_'ota_l _qn—balance—sheetand off-balance-sheet 200,297 0 0 234.038
liabilities

Net position 21,858 27 62 21,947
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Note 39. Structure of the interest-earning assets and interest-bearing liabilities

by term of interest change

In thousandsof euros

31.12.2015 rﬁgﬁ?hz moi’tﬁi 1-5years O;’ezrrg Total
Interest-earning assets

Balanceswith central banks 65,126 0 0 0 65,126
Loansand advancesto creditinstitutions 57,716 0 0 0 57,716
glrr}ggsclal assetsat fairvalue through profit 0 2436 3,732 0 6.078
Loansand advancesto customers 89,957 68,189 28 0 158,174
Held-to-maturity financial assets 0 503 0 0 503
Total interest-earning assets 212,799 71,038 3,760 287,597
Interest-bearing liabilities

Due to creditinstitutions 115 0 0 0 115
Due to customers 258,325 3,422 4,391 17 266,155
Subordinated debt 0 0 0 4,000 4,000
Total interest-bearing liabilities 258,440 3,422 4,391 4,017 270,270
S;(Eosure to interestrate risk duration 45,641 67.616 631 4,017 17,327
In thousandsof euros

31.12.2014 rﬁgﬁ?hz moi’tﬁi 1-5years O;’ezrrg Total
Interest-earning assets

Balanceswith central banks 30,475 0 30,475
Loansand advancesto creditinstitutions 29,836 0 0 0 29,836
Elrrlig,s(:lal assetsat fairvalue through profit 13,184 0 0 0 13,184
Loansand advancesto customers 86,896 69,882 388 157,166
Held-to-maturity financial assets 3,921 0 0 3,921
Total interest-earning assets 164,312 69,882 388 234,582
Interest-bearing liabilities

Due to central banks 5,000 0 0 0 5,000
Due to creditinstitutions 356 0 0 0 356
Due to customers 187,747 10,389 8,574 6 206,716
Subordinated debt 0 0 9,000 4,000 13,000
Total interest-bearing liabilities 193,103 10,389 17,574 4,006 225,072
Sggosure to interestrate risk duration 28,791 50493 -17.574 3,618 9.510
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Note 40. Primary statements of parent company as a separate entity

Statement of financial position of AS Eesti Krediidipank

Inthousandsof euros

Assets 31.12.2015 31.12.2014
Cash on hand 2,342 2,576
Balanceswith central banks 65,126 30,475
Loansand advancesto creditinstitutions 57,701 29,825
Financial assetsheld fortrading 28 0
E}a;g:;#u:rgffizlgﬁr;cslsal assets atfairvalue 6.078 13,184
Loansand advancesto customers 166,534 168,706
Held-to-maturity financial assets 503 3,921
Available-for-sale financial assets 13 18
Otherfinancial assets 1,748 792
Financialinvestmentsin associatesand subsidiaries 2,850 2,850
Property, plant and equipment 750 882
Intangible assets 512 552
Investment property 213 213
Otherassets 237 232
Total assets 304,635 254,226
Liabilities

Due to central banks 0 5,073
Fairvalue of financial liabilitesat fair value

through profit orloss 276 0
Due to creditinstitutions 115 356
Due to customers 267,936 208,144
Otherfinancial liabilities 3,663 870
Otherliabilities 358 665
Subordinated debt 4,039 13,390
Total liabilities 276,387 228,498
Shareholders’ equity

Share capital 25,001 25,001
Share premium 174 174
Reserves 1,844 1,813
Retained eamings(accumulated loss) 1,229 -1,260
Total shareholders’ equity 28,248 25,728
Total liabilities and shareholders’ equity 304,635 254,226
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Income statement and statement of comprehensive income of AS Eesti Krediidipank

In thousandsof euros

2015 2014

Interestincome 7,583 8,564

Interest expense -2,367 -2,814
Net interestincome 5,216 5,750
Fee and commission income 3,055 2,466
Fee and commission expense -706 -601
Net fee and commissionincome 2,349 1,865
IChange in fair value of financial assetsdesignated at fair value through profit or 353 559
0ss
Payroll expense -4,386 -4,361
General and administrative expenses -2,250 -2,527
Otherincome 1,756 422
Otherexpenses -20 -26
Depreciation -334 -381
Loan losses 542 429
Profit before income tax 2,520 612
Income tax 0 0
Net profit 2,520 612
Other comprehensive incomeloss
incI._ Unreal_ised fore!g_n currency g_ainsand_lossesarisingfrom the translation of 0 11
foreign businessentities' financial information
Comprehensiveincome/loss for the financial year 2,520 623
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Statement of changes in equity of AS Eesti Krediidipank

In thousandsof euros

Share  Share Statutory Unrealised Retained Total
capital premium reserve foreign earnings shareholders’
capital currency equity
gainsand
losses
Balance as of
31.12.2013 25,001 174 1,791 -11 -1,850 25,105
Net profit for the financial year 0 0 0 0 612 612
Othercomprehensive income 0 0 0 11 0 11
Total comprehensive income forthe
period 0 0 0 11 612 623
Changesin reserves 0 0 22 0 -22 0
Balance as of
31.12.2014 25,001 174 1,813 0 -1,260 25,728
Net profit for the financial year 0 0 0 0 2,520 2,520
Total comprehensive income forthe
period 0 0 0 0 2,520 2,520
Changesin reserves 0 0 31 0 -31 0
Balance as 0f31.12.2015 25,001 174 1,844 0 1,229 28,248
Statutory .
Adjusted unconsolidated equity Share Sh_are reserve Reta|.ned Total
capital premium : eamings
capital
Book value of holding under control or 2 850
significantinfluence e
Value of holdingsunder control or
significantinfluence, calculated by 2,457 495 243 2,397 5,592
equity method
incl. non-controllinginterest 12 86 0 0 98
Adjusted unconsolidated equity as at 30,990

31.12.2015
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Statement of cash flows of AS Eesti Krediidipank

In thousandsof euros

Cash flows from operating activities (indirect method) 31.12.2014 31.12.2014
Net profit 2,520 612
Adjustments
Impairment of loansand advances -542 -428
Depreciation andimpairmentof non-currentassets 344 393
Change in fairvalue o_ffinancial assets designated at 372 559
fairvalue through profit orloss
Net gain on sale of non-current assetsand investment property -6 -27
Effect of changesin currency exchange rates -1 15
Netinterestincome -5,216 -5,753
Interest received 6,245 8,594
Interest paid -2,614 -2,238
Change in receivablesfrom customersof creditinstitutions and leasing companies 3,300 -2,731
|Change in fair value of financial assetsdesignated at fair value through profit or 7,307 15,423
0ss
Change in long-term receivablesfrom credit institutions -80 15
Change in loansand advancesto creditinstitutions -241 -23
Change in deposits 59,615 -5,189
Change in otherassets and liabilitiesrelated to operating activities 970 425
Total cash flows from operating activities 71,973 9,647
Cash flows from investmentactivities (direct method)
Redemption and sale of held-to-maturity financial assets 4,412 1,696
Proceedsfrom sale of non-current assets 48 70
Purchase of non-current assets -220 -742
Total cash flows from inv esting activities 4,240 1,024
Cash flows from financing activities (direct method)
Loansrepaid to credit institutions -14,000 0
Total cash flows from financing activities -14,000 0
Total cash flows 62,213 10,671
Change in cash and cash equiv alents 62,213 10,671
Cash and cash equivalentsat beginning of the year 62,456 51,785
Cash and cash equivalentsat end of the year 124,669 62,456
The balance of cash and cash equivalents is comprised of: 124,669 62,456
Cash on hand 2,342 2,576
Demand depositsin central bank 65,126 30,475
On demand and short-term depositsin credit institutions 57,201 29,405
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Shares of subsidiaries and associates

In thousand of euros

Company Country Numberof  Ownership
shares
KrediidipangalLiisingu AS Estonia 192 100%
AS Martinoza Estonia 2240 100%
AS KrediidipankFinants Estonia 12750 51%

Atthe balance sheet date, the Bankand the Group do not haveinvestmentsto non-consolidated subsidiaries. No

acquisitionsordisposalsoccured in 2015.

Note 41. Events after the balance sheet date

Noevents after the balance sheet date thatwould havea significantimpact on the assets,
liabilities or equity of the bank have occurred at the date of approval of the financial

statements.
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INDEPENDENT AUDITOR’S REPORT

(Translation of the Estonian original)*

To the Shareholders of AS Eesti Krediidipank

We have audited the accompanying consolidated financial statements of AS Eesti Krediidipank and its
subsidiaries, which comprise the consolidated statement of financial position as of 31 December 2015
and the consolidated income statement, statement of comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and notes comprising a summary of
significant accounting policies and other explanatory information.

Management Board’s Responsibility for the Consolidated Financial Statements

Management Board is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as adopted by the
European Union, and for such internal control as the Management Board determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

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

AS PricewaterhouseCoopers, Pdrnu mnt 15, 10141 Tallinn, Estonia; License No. 6; Registry code: 10142876
T: +372 614 1800, F: +372 614 1900, www.pwc.ee
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of AS Eesti Krediidipank and its subsidiaries as of 31 December 2015, and their
financial performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards as adopted by the European Union.

AS PricewaterhouseCoopers

/signed/ /signed/
Tiit Raimla Stan Nahkor
Auditor’s Certificate No. 287 Auditor’s Certificate No. 508

21 March 2016

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

The Management Board of AS Eesti Krediidipank approved the annual report of AS Eesti
Krediidipank Group for the financial year 2015at21.03.2016.

The profitof AS Eesti Krediidipank for the financial year 2015 was 2,519,598 42 euros. The
profitof AS Eesti Krediidipank Groupfor the financial year 2015was1,780,005.25 euros.

The Management Board of AS Eesti Krediidipank proposes two differentalternatives to
the General Meeting of the Shareholderstoallocate the profitof AS Eesti Krediidipank:

1. alternative

Allocate the financial year 2015 profit of AS Eesti Krediidipankin total of 2,519,598.42
euros as follows:

1. allocate 125,979.92 euros to the balance sheet statutory reserve capital lineitem
"Reserves";

2. allocate 2,393,618.50 euros to the balance sheetline item "Retained earnings”

2. alternative
Allocate the financial year 2015 profit of AS Eesti Krediidipankin total 0f2,519,598.42
euros as follows:
1. allocate 125979.92 euros to the balance sheet statutory reserve capitallineitem
"Reserves";
2. to paydividends 0.01 euros for oneshare, in total 391,176 euros;
3. allocate?2,002,442.50 euros to the balance sheetline item "Retained earnings”



