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Mission

The Bank offers qualitative and professional financial services for the dynamically
growing enterprises and high-net-worth individuals from Latvia, the CIS, Europe and
other world regions. The Bank aims at providing premium quality service, our
personalised and client-oriented approach allows to devise and offer tailored financial
solutions for every client meeting his/her business needs and personal requirements.

Vision

The Bank endeavors to strengthen its leading positions in wealth management and
corporate client service in Latvia and beyond. The Bank aspires to increase its
efficiency ratios and strengthen its market position aiming at ensuring stable
profitability. The Bank seeks the stable development achieved by means of effective
internal technology and administrative infrastructure.

The Bank is also planning to foster the improvement of risks and control management
systems, staff training and professional growth of all its employees.

The Bank; is a socially responsible Latvian bank rendering support for those in need
through the charity fund.

Core Values

Individual approach in decision-making;

Most recent banking technologies;

Services provided in five languages, including English, Russian and Latvian;

Full support of clients.
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Reporting Guidelines

Official name of the joint stock company is Rietumu Banka (hereafter — the Bank). Rietumu
Banka is a parent company of Rietumu Banka Group (hereafter — the Group).

Rietumu Banka Group Sustainability Report 2017 is the Group’s first sustainability report,
covering a period from January 2017 to December 2017 and the organizational structure dated
December 31, 2017. The report is intended to disclose the information about the Group’s
intentions and efforts put in sustainable development internally and externally.

The Group will present such report on annual basis, starting with this report and presenting the
reports further on the yearly basis.

Information, disclosed in this report, is prepared in accordance with Global Reporting Initiative
(GRI), based on the G4 Core guidelines. Apart from the above, this report addresses European
Union directive 2014/95/EU and the relevant regulations in force in the Republic of Latvia.
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Group at Glance

The Group is formed of the Bank and its affiliate companies. Rietumu Banka AS is a commercial
bank, providing wide range of financial services both for corporate clients and private
individuals. The major non-banking companies include leasing and consumer finance
companies, repossessed real estate and other repossessed collateral maintenance companies and
asset management companies. It is the Group’s strategy as much to ultimately integrate its
subsidiaries into the Bank’s management and control systems. Activities of the Group
companies are financed by the Bank via capital investments and loans. In most cases, the Bank
owns 100 percent of the shares of its subsidiaries.

The Group fully owns an asset management company Rietumu Asset Management which
specializes in the asset management services. The asset management company provides
individual portfolios for clients, as well as investments into four funds registered in Latvia.

The Group also comprises Belorussian leasing business focused on industrial equipment leasing.
The Bank partly owns and finances a consumer leasing company named InCredit Group SIA,
which is registered and operates in Latvia. RB Investments SIA group owns most of the
significant real estate that the Bank repossessed, as well as other assets that the Bank took over
on defaulted loans. Most of the repossessed assets are located in Riga and around Riga.
RB Investments Group rents out a portion of these assets and plans to sell most of its portfolio
of assets in the coming years.

Group Geography

The Group’s headquarters are located in Riga, the Republic of Latvia, although its reach spreads
beyond the borders of Latvia. The client servicing operations and processing of all transactions
are based in Riga, the sales personnel, remote banking infrastructure, and up-to-date technology
solutions ensure upmarket services across the borders. The Group offers both on-site and
remote services to affluent clients and high net worth individuals in many parts of the world,
although its main markets remain Latvia, CIS countries and EU.

The Group focuses on providing the wide range of banking services to those corporate clients
who/which carry out business in international environment, and aims to develop the client
network further on, at the same time permanently complying with regulations applicable for the
banking sector and promoting best practice principles in its activities.

Client Risk Assessment

In a process of planning and enlarging the geography of potential client engagement, the Group
relies on the business potential and possible risk assessment of clients. The Group evaluates a
risk related to the client location prior to establishing the business relationships. Depending on
the risk level, the Group takes into account the following factors: geopolitical situation in a
respective region where the client comes from, jurisdiction, AML-compliance, enforceable
ratings provided by the international organizations. The Group always relies on its elaborated
list of countries whose residents may not or become its clients.

Types of Clients

The Group maintains and proves its reputation of the reliable and stable provider of financial
services; this is why it always focuses on careful selection of its clients and therefore
implements a number of targeted measures. One of the mentioned measures is the barrier tariff
policy for the provided services to attract trustworthy and reliable clients to make a part of the
Group’s long-term sustainability strategy.

In order to achieve its goal to offer the qualitative and professional financial services for
dynamically growing enterprises and wealthy individuals, the Group evaluates the following
factors to distinguish its priority sectors:

e scale and specific features of activities of the clients;

e geographical location;
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e industry / sphere of activities;

e nature of business activities.

The Group mostly focuses on the clients coming from trustworthy geographical regions
specializing in manufacturing, trade, logistics and transport, construction, holding and
management business, licensed finance services, insurance and investment enterprises, e-
commerce companies, as well as renders services to the family capital corporations.

Product Base

The major aim of the Group is to provide premium quality service to every client, to hear and
understand each client’s needs and respond as quickly as possible in a most effective way to
offer the most suitable solutions. Considering the whole Group, the largest product and financial
services portfolio is offered by the Bank, and they are as follows:

1. Business-Oriented Services comprise:

e settlements: current accounts, remote banking services, payments;
® bank cards: payment cards for business, payroll cards;

® cross-border transactions: international trade financing, transfers and conversion operations,
trade finance operations, hedging of currency and price risks;

e liquidity management: demand and term deposits;
e financing: business lending, transport credit facility, overdrafts.

2. E-commerce provides for:

e Internet acquiring (PSP);
e merchant accounts;

® payment processing;

® card issuance.

3. Financial Markets for Private Clients mean:

® access to the main stock exchanges and financial instruments;
e commodities investment gold;

e brokerage services on for professional investors;

® isting services;

e Trade platforms.

Asset Management includes:
e investment funds;
e thematic investment portfolios;

® investment in premium brands of wine.
4. Products and Services for Individuals:
e classical banking services (accounts, payments, digital banking);
e premium payment cards.
5. Investment Products:
e demand and term deposits, subordinated deposits;
e tailored investment solutions;
e lending;
e individual lending solutions;

® mortgage.
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One of the major objectives of the Group is to build a partner relation with its clients; therefore,
its sustainability goals comprise elaboration of the client engagement approach and building
upon Know Your Client policy. Effective business contacts, established with every client,
provide the Group in general and the Bank, in particular, both with stable liabilities and high-
quality assets that ultimately increases the resistance of the Group toward unwanted impact of
the international business environment.

Supply Chains of Rietumu Group

The Group is a major provider of the banking and financial services, and the Group’s providers
are mainly engaged in bringing additional value to the on-site developed service base.

The Group always chooses its suppliers very carefully, paying major attention to their
reputation and entering into contractual relationship only with those suppliers, which prove to
be reliable and convincing from the sustainability point of view.

The Group’s supply chain comprises asset delivery chain to be offered to our clients on-site.
The Group subcontracts information technology solutions of the proven experts on the
information technology market to upgrade the services and inner procedures. Development of
the digital technologies leads the path to the environment-friendly economy and thus enforces
the Groups sustainability goals. The Bank invests in information technologies to generally be
ahead of the current trends and be on the way to the prominent digital banking on our core
markets.

As to the regular supplies, the Bank receives:

e office equipment;

® hardware;

e office appliances;

e paper recycling services;

e plastic cards prior to the embossing — white plastic.
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Anti-Corruption

Fundamental values, such as integrity and responsibility, form the basis of the Group’s business

practice. The Group is absolutely impatient against bribery (bribe-giving, bribe-taking) in any

of its expressions and forms. The Bank expects strong, unmistakable and obvious impatience

from both the top management of the Bank (the Council, the Board and the key function holders)
and its employees, subsidiaries, partners, counterparties, suppliers, agents and other institutions

the Bank cooperates with, and also from its clients.

A cornerstone principle of the Group is to prohibit any type of the bribery — either direct or
indirect, intentional or unintentional. To achieve this aim and constantly comply with it, the
Group has established frameworks for good business practice and risk management strategies,
including ones related to the bribery risk minimization (elimination).

Anti-Corruption Policy and Program

The Group’s anti-corruption policy is developed in line with bribery prevention principles,
stipulated by the international organizations, the laws and regulations of the Republic of Latvia,
enforceable international laws and regulations and established business ethics and best practice.

The Bank has developed the Anti-Corruption Policy, which displays the high ethics standards,
open and fair business management, its endeavors to improve the corporate culture and ensure
the observance of the best corporative business practice and maintenance of high level
reputation. The Policy is obligatory and is met by employees on all levels.

Building Anti-Corruption Mind-Set

The Bank has a safe and confidential reporting system about corruption cases and any relevant
suspicions. Reporting is confidential, it does not create any negative consequences to the one
who reports. Employees report about the corruption cases (the same as on operational risk)
according to the internal instructions.

The Group supports its employees’ initiatives on settlement of corruption prevention issues,
recommendations on necessary informative activities and improvements in internal regulatory
framework.

Within the Bank, regular training and testing of knowledge on anti-corruption issues is provided
to the employees to ensure respective anti-corruption culture level. The Bank pays special
attention to the employees that take specific positions and who while performing their
professional duties may incur increased risk of corruption cases or whose professional
performance relates to the possibly corruptive environment.
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Whistleblowing

The Group has listed several whistleblowing channels in order for the stakeholders to be able
to express their thoughts or report any cases of unethical behavior of employees. There are three
main channels, which can be used for that:

1

Ombudsman.

Telephone number: +37167284562, +37167284561

E-mail: ombuds@lka.org.lv.

Link to webpage: http://lka.org.lv/lv/ombuds/reglaments.html
Address: Doma laukuma 8A-6, Riga, LV-1050, Latvia

Internal control division (for bribery cases).
E-mail: antibribery@rietumu.lv
Link to banks webpage: http://www.rietumu.lv/bank-anticorruption

Suggestions and Complaints section on the webpage.

Link to webpage: http://www.rietumu.lv/bank-feedback
Telephone number: +371 6702 55 55
E-mail: complaint@rietumu.lv

In addition to that, employees of the Bank have various channels to report cases of corruption,
conflict of interests and other situations of unethical behavior, which are specified in internal
instructions.
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Governance

The Group’s main governance body is the Management Board. The Board is elected by the
Council and is subject to the Council, which supervises activity of the Board, controls the way
the Board ensures development and effective performance of the internal control system;
considers appropriate candidates to the Board, elects and approves the Board Members, Audit
Committee and Chief Risk Officer; controls that the Bank complies with the regulatory
requirements in its business operation; monitors activities of the Board; approves any changes
in organizational structure of the Bank; examines the annual report and considers the Board’s
proposals on the profit distribution; makes decisions on distribution of the yearly budget, and
monitors business of the Bank in general.

Structure of Group’s Governance

Council of the bank

Risk management department Internal audit
S AN GRS LA G £
The board of directors
President
A RTINS T SL
Member Member Member Meombh Memh Memher Member Member

of the board of the board of the beard of the board of the board of the board of the board of the board

Decision-Making

The Group exercises vertical decision-making structure, where each significant decision has to
be approved by the top-management. Within the Bank, main strategic decisions, new activities
and development of new products is coordinated by the Board Members in their respective
areas of responsibility. The final decision-making authority on the mentioned issues has been
entrusted to the Bank’s Board Chairman, President.

Board

The Board elaborates and ensures the strategic development of the Group; works on the
business continuity and integrity; decides on changes in organization’s personnel structure and
ensures control over operation of all functions under supervision of each member of the Board,;
develops new products of the Bank and appoints target operation areas for all structural units
of the Ban, as well as implements strategic decisions in relation to the subsidiaries.

10
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The Board is headed by the Chairman of the Board, President who holds major control functions
of all areas of activities of the Bank. The Board elects members to the committees of the Bank,
the decision-making and development enhancing collegiate bodies of the Bank, and approves
amendments to composition of the committees.

The Board consists of nine members:

e the Chairman of the Board, President Alexander Pankov provides overall control over
operation of the Group;

® the Board Member, First Vice-President Rolf Paul Fuls — in charge of accounting,
finance planning and control, as well as financial institutions relationships and supervision
of subsidiaries;

e the Board Member, First Vice-President Ruslan Stecyuk — in charge of the client service
and e-commerce issues;

® the Board Member, First Vice-President Ilya Suharenko is responsible for client service
and legal and finance consulting, as well as human resource management;

e the Board Member, Senior Vice-President Eugene Dugaev is in charge of information
technologies and business technology management issues;

® the Board Member, Senior Vice-President Alexander Voloshin supervises treasury,
financial markets as well as the wealth management;

® the Board Member, Senior Vice-President Natalja Perhova is in charge of the lending
and investment matters;

e the Board Member, Senior Vice-President Jelena Buraja heads the corporate finance
and investments;

e the Board Member, Senior Vice-President Natalia Ignatjeva supervises the area of anti-
money laundering and prevention of terrorist financing.

As a matter of fact, the constitution of the Board demonstrates the diversity, gender equality,
variety of qualifications, experience and background. In a process of the Board Member
election, the Council has always focused on the experience and potential brought by the
particular candidate, where age, gender and nationality in practice do not have particular effect.

Composition of Governance Bodies and Employee
Structure in the Bank

The year 2017 2016
Number of Managers m/w Male Female Male Female
Board Members, Vice Presidents 6 3 6 2
Executive Management 9 3 7 5
Senior Management (Top-Managers, 16 21 19 18
Heads of Departments and

General Divisions) o -

Middle Management (heads of divisions 55 101 50 107
inside departments, heads of groups) - - o
Other employees 167 338 198 373

Total 253 466 280 505

11
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Composition of Governance Bodies and
~Employee Structure in the Bank

2017

The year and age groups R
<30 30-49 50-59 60+

Board Members, Vice Presidents 0 9 0 0
Executive Management 2 D 5 0
Senior Management (Top-Managers, 2 29 4 2
Heads of Departments and General Divi-

sions) S

Middle Management (heads of divisions 15 111 21 9
inside departments, heads of groups) ) B
Other employees 153 245 65 42
Total 172 399 95 53

Committees of Bank

Members of the banking committees are proposed and approved by the Board, and the Board
Members always consider efficiency of the work performed by each particular candidate. Each
committee is composed of at least three members, in separate cases — of five, and each of them
is headed by the Chairman and the management within each committee is also provided by the
Deputy Chairman.

The Asset and Liability Committee develops the Bank’s asset and liability management
policy; reviews the Bank’s financing activities; provides recommendations to the Board on asset
and liability planning and management; develops the Group’s liquidity and financial activity
plan; executes control over the capital adequacy and risk diversification, sets the optimal
structure for balance sheet to maximize profitability, limiting the possible risk level.

The Expert Commission takes care of the documentary base of the Bank, precision of their
storage terms, and compliance with both regulatory requirements and legitimate interests of the
Bank, providing safe and accurate keeping of files, protecting of the data included within the
documents. The Expert Commission’s responsible members provide consultations to the
personnel on the effective and correct keeping of documents, taking records on them,
maintenance and use, as well as evaluation and environment-friendly destroyal, thus building
stable and efficient attitude towards confidentiality of the data and reprocessing of valuable
renewable resources.

Regarding the sustainability issues, the Bank pays major attention to the prevention of the
money-laundering, and the financing of terrorism. To control any possible threats to the fair and
transparent business practice, the Compliance Committee has been established to enforce the
sustainability practices of the Bank. The Committee plans, develops and implements significant
and sustainable decisions on measures that have to be implemented in order to prevent the
involvement of the organization in any fraudulent and unfair practices leading to laundering of
the proceeds derived of criminal activities, breach of national and international sanction
regimes. The Compliance Committee takes all the steps in order to evaluate and provide
efficient control mechanisms over internal processes of the Bank and elaborates on the anti-
money laundering practices of the Bank.

The functions of combating the risks to be involved in the potential money laundering

transactions, is also entrusted the Client Policy Compliance Committee, which, along with
client registration compliance procedures, maintains the proper Know Your Client policy.

12
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The social life of the Bank, its non-financial activities and effective communication promotion
is maintained by the Internal Communications Committee. Its members are designated to
make basic decisions on development of the internal communications program within the
Group, elaborate the team-building activities and tasks to be fulfilled on the way to
establishment and promotion of the exchange of information within the Group and the Bank,
establishing the Group’s internal image and provide the satisfaction and social comfort to its
employees. The Committee always takes care of the promotion of the Bank’s reputable image
and enforcement of the loyalty programs.

The Credit Committee is responsible for the implementation of the Bank’s lending policy and
managing the lending area of the Bank. Critical situations affecting the liquidity of the Bank
are a matter of competence of the Liquidity Crisis Commission which is convened by the
Chairman of the Board, President in case of the triggering situations. The overall risk control
and prevention measures are planned and developed by the Risk Committee which, apart from
the above-mentioned collegiate structures, is subject to the Council. The committee ensures the
monitoring of the Bank’s risk strategy, promptly alerts the Council on possible activities and
steps that must be taken in order to keep to the risk strategy and risk management policy. The
Audit Committee supervises in general the internal control system of the Bank, overviews
efficiency of the internal audit system, and monitors the regulations in terms of the Bank’s
financial reporting and the Group’s consolidated financial reporting management.

13
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Initiatives on Sustainable Development Goals 2030

The Group plans to implement sustainability issues in its internal policies and instructions. The
Group intends to use UN Sustainable Development Goals 2030 as its guideline in order to
achieve its sustainable development goals.

This is the list of UN Sustainable Development Goals 2030 to which the Group can and already
is responding:

GOOD HEALTH QUALITY GENDER
AND WELL-BEING EDUCATION EQUALITY

DECENT WORK AND g REDUCED
ECONOMIC GROWTH INEQUALITIES

1 PARTNERSHIPS

FOR THE GOALS {“)
SUSTAINABLE
DEVELOPMENT

GL:ALS

(source http://www.un.org/sustainabledevelopment/sustainable-development-
goals/#prettyPhoto)

14
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Employment Practices

Employees are an essential part of the organization, make one of its biggest values and
constantly develop together with the Group. A total of 952 persons were employed by the Group
in the Republic of Latvia and abroad as of December 31, 2017. As a matter of fact, the Bank is
a prominent employer on the Latvian labor market. Employment of staff outside the borders of
the Republic of Latvia complies with our vision to provide upmarket services in our key strategy
regions. Particular numbers are given in the Table 1 and Table 2 below.

Table 1. Employment Statistics Split by Gender and Age Group

2017 2016
Age and Gender Male  Female Male Female
= »  18-29 years B 95 104 115 140
52  30-50 years 223 346 201 340
2 © e
E E‘ 51-60 years 46 71 50 82
Z = 60+ years - 25 42 25 28

Table 2. Employment Statistics Split by Geographical Regions

2017
Regional and Gender Data Male  Female

_..§ Belarus B ﬁ.,,v, 1 4

g Kazakhstan g 3

g Ukraine 1 6

e Russia 7 11

; Romania ) - ) 4

'E Israel - 2

;2 Latvia 377 534

The Group composes its personnel of both permanent and temporary employees, as well as
offers the part-time employment, as Table 3 demonstrates. Seasonal variations in employment
level is not typical for the Group. In fact, the Group supports its strategy to ensure stable long-
term employment by permanent employment practice.

Table 3. Types of Employment Contract
Employmeﬁt?gf];e/Y ear 2017 - 2016
~ Male Female Male Female

" Total Number of Employees 388 564 390 592
Number of permanent employée? 382 549 382 566
_l\lmﬁéé-d'i'_t'emiu}hry employees 6 15 8 26
Number of part-time employa - 38 37 41 45

Number of full-time employees 350 527 349 547

15
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Total number of employees, breakdown by
contract type

Number of full-time employees B e

e o,

. ===
Number of part-time employees ;=

Number of temporary employees
Number of permanent employees D o e e R T e e

Total Number of Employees

0 100 200 300 400 500 600 700

m 2016 Female 2016 Male  m 2017 Female m 2017 Male

*Data as of 31.12.2017 for Rietumu Banka Group

The Group implements quite a few principles and follows its personnel policy in order to
achieve its goal to form a professional and motivated team that succeeds in delivering the
highest performance results. The Group focuses on creating and maintaining the long-term
relations with its team of the employees. This goal is achieved by means of four main strategies
targeted at personnel:

1.  convenient and ergonomic working environment;
2.  motivation program;

3. remuneration pay-out scheme;
4. growth opportunities both in terms of linear development and carrier step-up.

The Group plans its personnel structure based on the strategic goals and business development
highlights of the Bank and its subsidiaries. New hires and workforce turnover has always been

based on the current demand in Latvia.

The recruitment process is objective, systematic and fair, giving equal chances to all applicants
without restrictions and discrimination. Gender-related recruitment criteria have never existed
within the Group, which provides equal employment opportunities for both female and male
employees. As a result, the Group makes the advantage of most efficient and talented employees,
regardless of their gender. Ageism is not a matter of concern in the Group as well, because the
Group companies provide employment both to fresh starters, university graduates, experienced
professionals and senior experts, which is proved by the statistics stated in the Table 4 below.

16
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Table 4. Diversity of Employment and Workforce Turnover Data on the Bank

Diversity Indices Total Number of  Total Number of Rate oj_'ii'mpt'ayee
Employee Hires Employee Turnover (%)
Dismissed

Male Female Male Female

Year 2017 37 46 64 85 1247
Age Group_ 18-29 19 19 31 33
30-50 17 23 21 44 -
51-60 0 3 5 4
60+ 1 1 7 4
Year 2016 65 91 42 60 1327
Age Group 18-29 44 47 19 22
30-50 21 39 21 3] o
51-60 0 4 0 4 .
60+ 0 1 2 3
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