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Introduction
In arder to contribute to the ransparency of the national banking system, JSCB “EXIMBANEK' herainafter
refered to as the Bank, submits for information to the public the annual report entited: “Report on the
managamen! framawork, own funds and capital requirements, capital shock absarbers’ prepared In
accordance with the pravisicns of the Regulation of the National Bank of Maoldova on the requirements far
publication of information by banks. approved by Decision of the Executive Commiies of the National Bank
of Moldova no 158 of July B, 2020 (Offical Gazette of the Republic of Maoldava, 2020, no. 188 102 Articke

867} The Bank's risk strategy is developed laking into account the current and projected ecenomic and
financial environment, as well as the Bank's business sirategy

The data of this publication refer to the reporting dated June 30, 2021, at the indvidual level.
Figures are expressed in thousands of MOL, individually, unless otherwise specified.

The financial staterments have been prepared individually in accordance wilh the International Financial
Reporting Standards adopied by the European Union.
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Risk management objectives and policies

The Bank pays an important attention to management and contred of the risks iIn omer 1o ensure both
refiable and sustainable add value in a contest of controlied rsk in arder o protect the Bank's and Intesa
Sanpaoclo Group's as well financial srength and reputation, and o allow a transparent presentation of the
risk level of held portfolio. The risk management activity represents an essential position within the Bank's
stralegy, being considered a key element of develapment, profitability and business continuity.

The obiactive of the risk management sirategy Is 1o achieve 3 com prehensivalcomplete averview of risks,
given the risk profile of the Bank, foster a cullure of risk awareness and enhance the transparant and
accurate representation of the risk level of the Bank's portfalios

Within the Bank. the risk management process is ensured by Chief Risk Officer (CRO) through the Risk
Managemeant Deparimant, which comprises the adequate mechanisms of corporate governance, clearlines
of accountability at the organizational level and a well-defined and effective irtarnal canlral systemn. The
processes of moniterng and managing the Bank's comprehensive risk prefile comprise the analysis of
forms and scope of the risk. The procestes also comprise the definition of nsk appetite, the monitoring of
the entie risk profile and the measures tzken in cass the aporoved limits are breached.

At the same time, the Bank, in line with the regulatory requirements and the Intesa Sanpacia guidelines
has established an independent risk management function, which is in lerms of hierarchy and organization
i8 separated from the business areas, The Risk Management Department is organizationaly placed under
the: member of the Managemen! Commiltee responsible for the rigk area (Chief Risk Officer) under the
direct supervision and responsibifty of the Bank's Board of Directors, the independence af which is ensured
by reporting directly to the Bank's Board of Directors. The role of the Risk Management Departmant iz to
identify, evaluate, repart and coniral the riek profile of the Bank In this regard, Risk Management
Depariment propeses to the Bank's management the stralsgies and poficies for risk management, issues
the guidelines for the Bank's organizational units regarding the acceptable risk limits and ensures risk taking
according to the regulations and insfructions izsued by different authorities. Moreover, it is responsible for
defining and drafting the reports to be submitted to the lop management and govemnance bodes of the
Bank as well as to the Parent Company regarding the risk exposunes that fall within the applied limits, The
nigk measurement and timely reparting are performed using daily data stored in the Bank's database, which
Is the basis far caloulating and monitoring nak indicators. The scenarios of stress testing and stress testing
exefCizes are performed consistently based on these data

Thi most important princioles of the Bank's nsk-acceplance strategy are the following:

« the appropriate evaluation of business apportunities and the prevantion of excessive risk Aaking;

* o maintain an adequate level of capital and hiquidity, both commensurate with the leval of risk In
accordance with regulatory provigians, and intermal assessments:

* o minimize the risks, the Bank iz exposed.

= astablishing a sel of fundamental standargs for risk management within the Bank while maximizing
potential gains;

* supporiing the Bank's business strategy, ensuring the pursuit of commercial objectives in a prudent
manner in arder to maintain income stability and protect against unexpected losses;

* Supporting the decision-making process at the Bank's level by providing an insight into the risks to
which the Bank s exposed:

* ensuring compliance with best practices and compliance with megulatory requiremants,

*  promoting a risk culture ntegrated at all Bank's levels, based an a full undesrstanding of the risks faced
by the Bank and tha way in which they are managed, taking into account the Bank's rek tolerance |
appetite;

=  both capital and shareholders inlerests protection as well the deposiior's interests protechon,




* @nsuring 3 sustainable growth in the conditions of increasing profitability and maintaining a moderate
risk profile;
*  ENsUfing and maintaining 8 good reputation

The identified and managed risks are the following

A Pilar | risks
o Credit risk:
= Dlariat risk;

« Operational risk including the ICT one;

B. Filar Il risks
s |nfrrest Rate rigk:

= HTCS Portfolia Risk {Securities Portfofa)

= Strategic risk,

» Real Estate risk;

Concentration risk;

Compliance risk;

Anti Money Laundering {AML) risk;

Reputational risk;

Liguigily risk;

Country rigk,

Residual risk:

o Legalrisk

The individual assessments of each type of nsk are integrated within a synthesis represented by the total

BCOnGMIC capital. This is a key assessment for determining the Bank's financial pasiton, risk tolerance and
guiding the activity, respectively to ensure a balance between assumed risks and benefits for shareholders

The ecanamic capital absorpton level is determined based on the current situation and forward-looking
gslimations, based on assumplions of the economic scenarios and budgeted estmations under normal and
stressed condilions

Risk tolerance

The Eank has defined the maximum acceptable risk through a system of sk limits in terms of capital
adequacy, liquidity and income siability. At the same time, the Bank. in coardination with iniesa Sanpacio
Group, as well as defined a system of imits regarding the manitoring of risk appetite on continuaus basis

Credit risk: Credit risk comes from the core business of the Bank, which is the lending activity and,
according Lo its level of mateniality represents the most important risk for the Bank.

It is parameterzed through a range of intermal normative acts designed for evaluation at the risk assumption
staga and st the subsequent idantification and monitoring stage.

The measurerment of the Bank's capital exposure fo credit risk & being carried out on both Pillar | as weall
as Piltar Il levels. On Pillar | level the Bank folows the regulatory approach and determines the unexpectad
loss that it can incur, based on the standardized approach of risk-waighting asssts, whilz an Pillar 2 level
the Bank takes into consideration the additional lossas an top of unaxpectad lossas resulting under the
Fillar | level, the former resulting from the specificilies of the cradit rak subtype, namely concentration risk

Operational risk: the centralized operational sk management is based on the contribution of all Bank
structures. The Risk Management Department is responsible for implementing the internal framewark in
order 1o assess this risk. o check the effectiveness of mitigation actions and reporting to the Bank's
govarnance structune.



ICT risk: as oparational risk sub-category, refers to the risk of loss/negative impact due to the compromise
ol information confidentiality, data integrity, information systems, unavailability of information andior data
systems and inability to change ICT over & given period and at a reasonable cost. These Iesses/inegative
impacts may be the product of extarnal or internal factors, such as inadeguate arganization, Insufficiently
secured or malfunctioning information systerms and nebwork infrastructure, and insufficient staffing or
insufficiently gualified staff who are in charge of the Bank's information system managemesnt

Market risk (foreign exchange risk component): considering that the Bank is not allowed to perform any
kind of frading activity nor it is allewed to hold a trading book, the only source of market risk is due to Foreign
Exchange exposures

Interest rate risk regarding the banking book portfolio’ Tha Bank is exposed to the interest rale nsk
related to the banking book portfolio measured through shift sensitvity indicator te which is assigned a
maximum expasure limil in accordance with the Bank's risk appetite. These limits are constantly monitored
and peradically reported to the Bank's governance struchures.

HTCS portfolio risk: in order to cover the unexpected losses resultad fram the markat changes in valuss
af securitieg held by the Bank, additional capital was allocated to cover them

Strategic risk, actual or perspective, is defined as the risk caused by patential fluctuations in £arnings or
in capital due to the pursuit of an unsuccessful business plan, poor business decisions. substandard
execution of decisions, nadequate resource allocabon, ar fram a falure ta respond wel to changes In tha
businass enviranment. In thia view, vanations are caught from the Balance Sheet's Profit and Losa Aceaunt
Essentially, eirategic risk is represented by the business margin volatility due to changes in revenues and
coste. More in depth, strategic risk can be calcuated as the difference between expected business
marginand worst-case business margn, where the latier is defined by the level of certainty the Bank wishes
o achiave.

Real Estate rigsk: it & measured in terms of hew strategic decizione may affect the Bank's revanues,
respectivaly a possible decrease in the value of the Bank's assels. In calculating the real estate risk, the
Bank uses the approach propesed by the Parent Company

Concentration risk: defines guidelines of risk allocation process in order o ensure the aplimization cf the
lo@ns portfolio for limiting the exposure on certain segments and to optimize fhe capital allocation. With the
aim of measuring the capital related to the credit risk on Pillar Il the Bank determines the capital
requirement for the concaniration risk at the individual level, using the legal antities porticlio

Compliance risk: s governance within the Bank is carmied out with a view to prevert, ensuring firstly that
external requlations are constantly monitored and adequately translated into intemal guidelines. processes
and procedures, Af the same fime, the governance of thes risk is performed. not only from a preventive
standpoint. but also through subsequent verification of the adequacy and effective application of intermal
processes and proceduras and the erganizational modifications suggested for prevention purposes and,
genarally, by contrelling the efective respect for external and intemal regulations by the Bank's structures.

Anti-money laundering risk (AML): the monitoring of anti-menay laundering risk is an Integral part of
Hank's sk management and intarnal conirol systems and is pursued in accordance with internal normative
provisions as well as regulatory and legal requirements to ensure the adequate controd over the rigk of
money laundering and associated financial crimes.

Reputational risk: The Bank actively manages iis image in the eyes of all stakeholders and aims ta prevent
and contakn any negalive effects on said image, including thraugh robust, sestainable growth capable of
creating velue for all stakeholders, whilz alsc minimizing possible adverse events through rigarous,
stringent governance coantrol and guidance of the activity performed af the various service and function
levels. ReputalionR risk is generally a second-level risk and arises from a number of factars within andfor
external o the Bank,



Liguidity risk: & is defined as the curmant or future risk of profit and capital losses resulting fram the Bank's
inahility to mest its obligations upon maturity

Liquidity riek management is carrled out in compliance with local prudential requirements. as wall as &
maondored according to the Group's methodologias bath in short term and in medism and long term,

Country risk: considering that the Bank's country risk & part of the ISP Group Portfolio model, its
menitering is done by the Parent Company and Iimits are defined as well at the Parent Company level.

Residual risk: represents the risk of profit and capital loss that may secur due to less effective than
expected risk mitigation techniques, as these technigues generate new risks (such as liquidity and
cempliance risks) that could affect Ihe effectiveness of miigatan lechniques. For the purpase of menitoring
and mitgating this risk, the Bank includes this risk in the risk assessment process relatad to the credit risk
mitigation technigues to which the Bank is axposad

Legal risk it is related to the risk of losses resulting frem breaches of laws or regulations, from contractual
or cut-of-confract respensibilites as well as other disputes. The Lzgal Depariment of the Bank ensures the
carect administrative, legal and accounting management of Figations against the Bank, using and
coordinating all the legal elements in order to protect the Bank's interests, following crteria of speed,
efiicizncy and costs’ moderation,



Management framework

The Management Bady of the Bank is represented by the Board of Directors and by the Management
Comimitles of the Bank,

The members of the Board of Directors and of the Management Committze are responsible for the Bank's
compliance with the legislation in force and for the fulfiiment of all the requiremeants provided for by the Law
nr. 202 2017 on banking activity and the normative acts issued for its application, in accordance wilth the
altnbution sef out in the Banks of Articles of Association

The Board of Directors acts in the composition approved by the General Mesting of Shareholders dated
April 17, 20118, more than that on December 22, 2020, the General Maeting of Sharehelders approved the
renewal of the mandates of the members of the Bank's Board for = term of 4 years in tha same nominal
and numerical compasition, respectively the structure rermained the same

1. Massima Lanza - Chalrman

4, Marco Capellini - Deputy Chairman
3. Giovanni Bergamini - Member

4. ‘eronika Vavrova - Member

§.  Francesca Dal Genio - Membar

&, Massimo Pierdicchi - Member

¥, Adriana Carmen Imbarus - Member

The actvity of the Management Committes is directly supervised by the Boasd of Diractors, The
Manzgement Committee shall be in charge of managing the Bank's current activity and shall report to the
Board

The Management Committee consists of 3 persons appointed by the Board of Directars for 3 term of 4
{four} years.

The compaosition of the Management Committee includes:

1 General Manager— Marco Santin
2 First Deputy General Manager — Vitalie Bucatary
3. Deputy General Manager - Michele Castora

The Beard of Direciors and the Management Committea of the Bank haveat their individual and eolisctive
level the experience, competences, understanding and personal quaiites, including professionalism and
persanal integrity, necessary o perform their duties properly, and have adeguate knowledge of the areas
for which they will have a collactive responsibilty, knewing on a collective level, the abject of activity af the
Bank and the risks associated with it, as well as having relevant experience for the activities carried out by
the Inetitution in erder to ensure effective govemance and supervision,

Therefore, the number of posilions, according to art. 43, paragraphs no. (12). {13y and (14) of Law no.
202/2017, effectively held for each member of the Bank's management bady are as follows:

1. Member of Board of Directors of IMPACT SIM
(041.06.2018)

2. Member of the Supervisory Board of Inesa Sanpacio
28.04.2017 Banka Bosnia and Herzegovina (01.09.2018)

3. Chairpersen of tha Board of Direciors of PM & Pariners
SGR (31.07.2020)

BASEIAD Charperaon of
LAMNZ & i Bnard
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4. Mermber of the Board of Direclars of DAR Casa

[1.04.2017]
MARGG  Member of the ) =
2 CAPELLINI Board, Wice- 10.08.2018 Genaral Manager EXELIA SRL - BRASOV (ROMANIA)
Chairpersan

% e B FLh . el e N Sy
f. Member of the Board of Directors, Intesa Sanpaolo Bank
4 mml Member of the 24052018 Romania (member of Intesa Sanpacis)
N Board 2. Chairperean of the Audit and Risks Commitiss, Inlesa
Sanpaale Bank {member of Intess Sanpacio)

e T B o e e W AT s R T, BT T

e A S L U S TR T ' s
1. Head of the Credit Managemen) Service of HHW
Banks in General Division Forelgn Banks credits, governing
FRANCESED o area - Ched Lending Cfficer, Intesa Sanpaalo S.p A, lialy

DEL GENIO Baad OFOB20% 3 Member of the Risk Committee of CIE Bank Budagest

Hungary
4. Membar and Vice-Chairperson of the Suparvisory Board

of CIE Bank Budapast Hungary

N A e S B N e o e e ey e — =
5 MASSIC Member of the P —— =
PIERDICCHI Board : B
MBI KMember af 1h Sy
8 ADRIANA i ¥ 14pogmg Headof Human Rescurces and Organization Depariment,
CARMEN Infesa Sanpaolo Bank Romania 5.6,

e S Tt e e v T 1 T i R D T
Head of the Governance Syslame and Precessecd Businass

VERONIKA  Mamber of the o7 11201g  wonduct Advisory of the Gevernance and Stralegic
VAVREDVA Board ; Inflistives Dapanmant af the Intarmational Subsidiary Banks
Chwigicon
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General 28,05 2018 .
anaoer

I MARCO SAMTIKI M

First Deputy
WITALIE General  90.10.2008

BUCATARU
Manager

P

—__'m_—n-__t—_
MICHELE  Deputy General

CASTORD Manager

K 03,12 2018 B

The requirernents to the candidates for the position of member of the managemeant body, the assessmant
conditions, the requested documents and the fiow of appraval or appoiniment are establishad in the Policy
on_gppointment of members of management body and persons hokding key positons within JSCB
"EAIMBANE'". According to that, the Board of Dirsctars adopts the necessary measures te ensure fhat
each mamber of the Board of Directors and Management Committes as 2 whole are continuously adequate
in terms of competence, reputation and comectness, integrity, independence of mind, time commitment and
degree of diversification, and in terms of experience, age, gender and international profile, whers necessary
by proposing the mecessary comective actions. All these elements, based on extersive EXPEiBnce,
knowledge and skilis, diversity contribute to the impravement of the Board of Drectors's wark in their




supervisory role and contribute to the creation of the "group thinking™ phanamanon, favoring the expression
of abjective and independent opinlons and constructive dekates n the decision-making process.

Thus, the composition of the Board of Directors shows compliance with the indicators of diversity-reated
lo experience, age, sex, and international profile, Additionally, to the mambers of Management Commities
were assigned a KP| for BY 2020, In line with BY2018 and with ISP Group Remuneration and Incantive
Policies, titled . Diversity & Inclusion”. Baing a qualitative KP|, refating to the actions envisaged by the ISP
GGroup Business Plan, whase evaluation s usually objected by dentifying project milestones andler drivers,
this was identified among the managerial qyualities as a Group transversal KPIL. The assessment result
wae approved at a level of 115%, according to the rating based on the results of specialized surveys
comtaned with the level of diffusion of Smart Working initiatives.

The Risk Committee provides suppert to the Board of Directors in fulfilling its EUpEnvisory responsibilities
regarding risk appetite and implemanting the Bank's current and future risk strategy, as wellas in mcnitering
the implementation of this strategy by the executive body. During 2020, the Risk Committee met in &
rrselings.

Information flow regarding risks to the management hody

The Bank has implemented standasd risk reporting models in order 1o inform the structures of the
managerment body, thus ensunng good communication, fransparency and coherence in the data presented.
Therefore, the Risk Management Department defvers to the Bank's management body information on the
risks, evolutions, trends and results of controls, with a monthly / quartarly frequency within the specialised
commitiees in which the members are persons from the management structure such as the Credit Risk
Governance Commities, the Aseets and Liabilities Managerment Committee, as well as the Bank's
Management Committes. The Risk Management Depariment also informs on a quartedy basis the Board
of Direclors and the Audit and Risk Committes about the risks to which the Bank ks exposed and recent
developments.

The risks of compliance, reputational and money laundering and terrorist financing are managed by the
Compliance Function {includés the AML Function), which aceording to the relavan! internal reguiations,
periadically provides the Bank's managemant body with information flows,

Respectively, regarding the compliance risk, the Compliance Function prepares and submits to the
management body reports on the comgliance activity on a quartery, haf-yaarly and annual basis.

According lo the Bank's Compliance Policy, the guarterly report contains information on the activity ol the
Compllance Function performed in the managed quarter, as well as the progress recarded with regrad o
the Annual Compliance Pregram, and which includes at lzast the result of compliance checks performed,
main deficizncies identified, measures applied in order to remedy them and the manner in which these
measures were iImplemented. The half-yearly report includes a description of the activities carried out during
the analyzed period, the critical situations detected and the remedizl measures identified. and the annual
report contains information on the identification and assessmant of compliance risk and the scheduling of
adminisirative misrvantiong

In addgitien, annually, the Compliance Function carries out the compliance risk assessment exercise, 1o
which the Bank is exposed, the results of the assessment being included In the annual compliance report,
which is approved by the management body

#ith regard te the reputalional risk, the Compliznce Function shall annually inform the Bank's management
body about the reputational risk situation with a description of the main activities undertaken in relation o
ihe reputational nsk management process and reputational nek events racordad and managed during the
reporting pericd.

At the same tme, aboul any significant event that could affect the Bank's reputaton, the Compliance

Function has the responsibility fo inform the management body, It shoukd be noted that the guarterty
complance reports also include the activities undertaken by the Compliance Function conceming the
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reputational risk management The annual reputational risk assessment is carried oul at the level of (he
Parent Company in coordination with the Bank

The AML rigk at the Bank level is managed by the AML Function, which is part of the Complianca Function
Regarding the risk of AML managed. the communication processes with the managemant body include
haif-yearly reports an the confrols performead, actions taken, deficiencies identified and cormactive measyres
to be taken, as wel as staff training, half-yearly reparts on anti-money laundering braining activities, terrorist
financing and embargo management, as well as specific information on Issues of particular relevance.

Annually, the Complance Function and the AML Function elaborate tha Plan for reducing the Bank's
edposure o compiance, reputational and money laundering risks, the implementation of which iz brought
ta the attention of the managemant body through esmpliance and AML reperts

11



Remuneration policy and practices for the Bank's staff

The Bank has a Remuneration and Incenfive Policies that aims to faciftats and promote a healthy and
effective risk management scund and prudeni shall not encouraga rsk-taking beyond the level of tolerated
risk of e Bank, so &5 to comespond o the business strategy, objectives, values and long-term intarests of
the Bank. The cocurnent is a prmary normative act which is approved by the Board of Directars.

The roles and resonsasibilities of the Corporate Bodies and Functons/Departments of the Bank for the
adoptien and implementation of the Bank Remuneraiten and Incentive Policies are as foliow:

1.

Shareholders' Meeting:

acknowledges:

o e Eximbank Remuneration and Incentive Policies that include in addition the Rules for
Identifying staff whose professional activities have a material impact on Eximbank risk profile;

o the remuneration plans based on financial instruments;

@  the critera for the determination of any amaunt o be granted in the event of aarly termination of
the employment agreement or eary termination of office, ncluding the limits establishad for said
amounts in terms of fixed annual remuneration and the maximum amount arising from the
application of such limits;

acknowledpges the remuneration 10 be paid to the Board of Direclors in the previous besiness yaar,

The information must specify remuneraticn of each Member separately, it must show at least the spht

among fixed and vanable remunesalion, participstion in the profit, options and other benefits,

compensations of costs, insurance premiums, fees and other additional payments, if any,

approves the remuneration of the members of the Board of Directors.

Board of Directors

s responsible for approving and reviewing Eximbank Remuneratien and Incentive Poiicies an arnual
kasis,

supervises, in cooperation with the Bark's Remuneration Commitiee, the implementation of the
remuneratan nules, and reviews the processes and practices related to remuneration and compliance
with the Eximbank and ISP Group Plicies, taking inte account the long-term interasts of Shareholders.
the medium and leng-term sirategies and corporate objeclives of the Bank and its risk profile as wall
as the input provided by all competent corporate functions and badies (e.g. committees, controf
functions, human resourcas strategic planning, budget function, etz ) and business units:

ensures that the Remuneration and Incentive Palicies are suitably documented and accessible within
the Bank structures and that the staff are aware of the consequences of any breach of Legislation or
the Bank's Code of Ethics or Code of Conduct:

dpproves and reviews Eximbank Guideiines on remuneration, incentives and identification of staff that
have a material impact on the risk profils of the Bank:

approves the list of Legal Entity Risk Takers identified ascording to the criteria set out in the Regulation
on requiremenis to members of the management bedy of the bank and the mixed financial holding
company or halding company, the managers of the branch of a bank from another state, the persons
holding key positions and the liquidator of the Bank in liguidation 292/2018;

spproves and reviews tha criteria {defined in the Remuneration and Incentive Policies) ta sel the
remunaration for the members of the Management Committee (including the General Manager), the
ather Legal Entity Risk Takers and the Heads of Intemal Conitral Functions,

approves the fixed pay levels for the members of the Managemeant Commities [EnCledeng the Genesal
Manager) and the Heads of Control Functions;

with regard to the General Manager, the other members of the Management Commities and the Heads
of Control Functions, approves and reviews in collaboration with 1SB Division HR - an proposal of the

Remuneration Committee - the assignmant of the KPIs and targets of the performance scorecards,
12



the assessment of the level of achievement against parformance fargets and the amount of the banus
o be paid (if any);

= verifies — with the support of the Risk Management Department - that the remuneration and incentive
systems, wilh specific regard to the incentive system for the members of the Management Committee
(Inciuding the General Manager), are aligned with the Risk Appetite Framewark and take into account
the overall risks, capital and liguidity paramelers:

= approves, belore the bonus payout the fulfiiment of the gateway conditions both at Legal Enfity and
Group level required to make bonus peol available and, with regard to the members of the
Management Committes and the Heads of Contral Functions, asseesas the fulfilment of the individual
conditions required to make individual banus available:

= s nformed, at least on an annua basis, about the bonus poal at the Bank's level;

= @ssesses whether any malus condition is applied with regard to past variable remyneration:

* oecige, IF necessary, to employ for advice and assistance external consultants in the field of
remunaration;

= Examines the repors prepared by the Intemal Audit Department al the end of any audit abaut the
compliance and the correct implementation of the remuneration procedures and, if any, the corrective
measures 1o be adopted

The Board of Directors makes sure that the Remuneration and Incentive Palicies and practicas for the
Bank's employees, including the members of the Board of Diractars and managemaenl funstion, comply with
the culture, objectives and long-term strateqy, as well as with its contral environment

During 2020, the actvity of the Board of Direclors was assisted by four specialised committees as follows:

= The Audit Committea

= The Risk Managemenl Commities
=  Tha Momination Commities

» The Ramuneration Committee

On September 28, 2020, the Board of Direclors approved the establishment of the Joint Audit and Rigk
Commillee, following this decision, the Bank received the official permission of the National Bank of
Moldova. Therefore, during the meeting of the Board of Directors, which took place an Mavember 20, 2020,
the individual ard collective evaluation was carried out and the nominal composition of the folbowing
specialised committees of tha Board was approved:

= The Audil & Risk Commitiee
L] The Nomination Commities
# The Remuneration Cemmiliee

3. Remuneration Commitiee

The Remuneration Committze has been set up by the Board of Directors in orger (o support it in all actvties
conGErning remuneration, In paEmcular, me Cammitles:

« indepancently assesses the remuneration prngples and provides suppor to the Boeard of Directors
conceming the adoption and regular review and update of the Remuneration and Incentive Policies, if
appropriale, proposa changes thereto;

* supports the Board of Directors in supervising the implementation of the remuneration rules, and
reviews the processes and practices related to remuneration and compliance with the Bank and ISP
Group Policies,

+ ensures the sdequacy of information provided to shareholders on remuneration policies and practices,
In parteular regarding the ratic between fixed and variable remuneration;
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+ raviews a number of possible scenarios to test how the remuneration policies and practices react to
extermal and internal events, and back-tests the criteria used for determining the award and the ex.
ante risk adjustment based on the actual risk gutcomes with the invalvement of Chief Risk Officer:

* ensures the involvement of the competent Bank's Functions in the proosss of preparation and control
of the Remuneratien and Incentive Policies and practices,

« reviews Eximbank Guidelines cn remuneration, incentives and identification of stafi that have a
material impact on the risk profile of the Bank:

* reviews, before the approval of the Board of Directors, the list of Legal Entity Risk Takers identified
according to the criteria set out in the Regulation on requirements fo members of the management
bady of the bank and the mixed financial holding company or helding company, the managers of the
tranch of a bank from another state, the persons halding key posaions and the liquidator of the Bank
in Bquidation 292/2018,

= assesses the criera (defined in the Remuneration and Incentive Palicles) to apply in determining the
remuneration for the members of the Management Commitiee (including the General Manager}, the
ather Risk Takers and the Heads of Internal Contral Functions;

* assesses the fixed remuneration pay levels for the members of the Management Committee (including
the Ganeral Manaper) and the Heads of Contrel Functions;

= with fagard to the General Manager, the membears of the Management Commeties and to Heads of
Control Functions, reviews the assignment of the KPIs and targets of the performance scorecards, the
assassment of the level of achievemant against performance targets and the amounl af the bonus to
be pad,

= Ensures the adequacy of the informatien provided to the Shareholders' meeting on any infarmation an
remuneration palicies and practices,

» Adwses on the appointment of external consultants in the fisld of remuneration. which the Board of
Diractors may decide to employ for advice and assistance:

= assasses —with the suppert of the Risk Management Department, that the remuneration and incantive
systams, with specific regard to the incentive system for the members of the Management Committes,
are aligned with the Risk Appetite Framewark and take inio account the overall nsks, captal and
liguidity parametars

In 2020, & meetings of the Remuneration Committee took place. On November 20, 2020, the Board of
Directors approved the following composition of the Rermuneration Committes:

- Carmen Imbarus, Chairperson
- Massmo Lanza, Member
- Maesimo Plardicehi, Mambear

4. Risk Committes

Without prejudicing the responsibilities of the Remuneration Committes, the Risk Committee supports the
Board of Directors in analysing Eximbank Folicies @b ondar 1o warify their link with curent and prospactive

risks, the capital sirength and levels of liquidity of the Eximbank, with specific regard 1o the incantive
systams to the members of the Managament Committas.

The Risk Committes shall closely collaberate with the Remuneration Committee the activity of which can
have an impact on the Bank's risk strategy. A member of the Risk Committee shall atend the meetings of
lhe Remuneration Gommittes.

5. HR & Organization Department

The HR & QOrganization Depanment i3 responsibie for:

s grawing up Eximbank remuneration and incentive Palicies and ensuring ds full implementation;

= identifying {and periedically rmeviewing) the Legal Entity Risk Takers according o the critera sef out in
the Regufation on requirements to members of the management body of the bank and the mixed
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financial helding eompany or holding eempany, the managers of the branch of a bank from ancther
state, the persons helding key positions and the lguldator of the Bank in liguidation 292/2018 and
sharing it with ISBD HR Department;

* proposing o the Board of Directors the criteria (defined in the Remuneration and Incentive Policies Jto
sal the remuneration for the members of the Management Committee (including the General
Manager), the other Risk Takers and the Heads of Internal Contral Functions:

= proposing to the Board of Direclers the fixed remuneraton pay levels for the members of the
Management Cammities (including the General Manager) and the Heads of Internal Cantrel Funciions:

= with regard to the General Manager, the mambers of the Management Committee and to Heads of
Centtal Functions, in eollabaration with 1SB Division HR, preposing 1o the Board of Direclors the
assignment of the KF1s and targets of the performance scorecards, the assessment of the level of
achevement against performance largets and the amount of the bonus to be paid;

#  providing to the Board of Directors the data and informaticn to assessas the fulfilment of the gateway
conditiens beth at Legal Enlity and Group level required to make bonus pool available and. with regard
ta the members of the Management Committee and the Heads of Cantrod Funclions, 1o assasses the
futfitment of the individual conditions required to make Rdvidus! bonus available:

* informing the Board of Directors, at least on an annual basis, about the funding of the banus pool at
Bank leval;

* toordinating the flow of data and information in relation to the regular review of the Remuneration and
Incentive Policies by the Internal Audit;

= handing, tegether with Compliance & AML Depariment, refations with the Supervisory Authorities and
their requests for clarfications concerning the Remuneration and Incentive Policies and the
dentification of the staff thal have a material impact on the risk profile of the Bank

6. Planning & Control Department

The Planning & Centrel Department, in collaboration with the Planning & Control Departmeant of the Divisian,
is involved in defining the Eximbank Remuneraion and Incentive Policies, In order to ensure the
consistency of the Incentive Systams with;

= e strategic short-and medium-long term olyectives of the Eximbank
= the capital strength and the liquidity kevel of Eximbank and of the Group.

The Planning & Confrol Depariment in collaboration with the Planning & Control Denartment of the Divigion
supports tha Departments in charge in identifying (and periodic monitoring) the parameters used to evaluate
performance targets, on which the granting of incentives is based.

In addition, it provides data In relstion to the actual value of the criteria set out in the Regulation on
requirsments lo members of the management body of the bank and the mixed financial holding compary
ar holding company, the managers of the branch of a bank from another state, the persons holding key
positions and the Bguidator of the Bank in liquidation 2922018

T. Risk Management Departmant

Thie Risk Managemeni Depariment, in collaboration with the Risk Management Function of ISP

= Bgsessed thal the remuneration and incentive systema of the members of the Management Cemmiliee,
ara aligned with the Risk Appetite Framework and take info account the overall risks, capital and
liquidity parameters (i.e, verilies the risk adjusted KPls) provides a written opinion,

paricipales in the ax-post risk adjustment of varable remuneration;

* assists the Remuneraticn Committee in risk-relatad matiers.,

8, Compliance & AML Departmend
The Compliance & AML Departmant, in collabaration with the Compliance Function of 1SE:
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+ verifies if he Palicies are compliant with the applicable extemal and internal regulations (including 15P
Group Remuneration and Incentive Pollicies) and provides a written opinion;

= @ssesses (f the list of Legal Entity Risk Takers identified = complant with the applicable external
reguiations and provides a written opinion;

= assists the Remuneration Committes in compliance matters;

= participates In the meetings of the Remuneration Committes conceming the aspects an which it
provides its avaluation and at all other times when its presence s requestad:

* participates in the dacision procedura redating Lo the application of the malus or clawback machaniam
in retation o comphance breeches;

= handies, together with the HR & Organization Department, relations with the Supervisory Authorities
and their requests for clarifications concerning the Remuneration and Incentive Pobcles and the
entification of Legal Entity Risk Takers,

8. Internal Audit Department

On an annual basis, the Internal Audit Department, in collaboration with the Audit Function of ISP, verifies
the compliance of the remuneration implementation proceduras to the relevant Policies and, in that context
it alse checks the corract implementafion of the process for identifying Legal Entity Risk Takers. informing
the Board of Directors on the results of the verifications conductad. In making that verification, in compliance
with NEM Regulation on Banking Actvity Management Framework of December 20, 2018 (Art 118, the
Internal Audit Department shall alse ensure that remuneration policies, practices and processes

= opperate as intended in the Remuneration and incentive Policies and in compliance with the apalicable
faw and regulaticns;

= with specific regard o the remunaration payments, are appropriate according to the business mode,
niek profie, long-term objectives and other objectives of the bank and are adequately refiected,

= are consisienily implemented within the Bank and ensure compliance with the provisions of Law no.
20212017 and normative acks issued in support thereof and do nat limit the abéity of the Bank to
maintain or restore a solid capital base per Art. 83, para. (1), of Law no. 2022017,

The drafting of the Remuneration and Incentive Palicies = carried out annually by the HR & Organization

Departrvent of the Bank
In arger ko ensure ihe consistency of the Policies with 1S5P Group Remuneration and incentive Policies, the

IS8 Division HR and the Deveiopment Policies and Learming Academy Head Office Deparment are
inveolved, Specifically, at the beginning of the year, the Development Palicias and Leaming Academy Head
Office Department inform the |SB Division HR about the changes regarding the 1SP Group Remuneration
and Incentive Policies that may impact on the Bank's Policies providing the review of such Policies. in tum,
ISE Division HR informs the HR & Organization Department about them

The HR & Organization Department verifies the applicablity of the aforementicned changes for the Bank
and the necessdy to make other updating of the Policies (i.e. dus to Organizational orfand regulatory
framework changes) invelving ISBD.

horaover, at the Bank level, for the drafting of the Policies, the HR & Organization Department involves the
following Dapartments in that process:

= the Planning and Cantrel Department, in order to ensure conalatency with:
the strategic short-and medium-long term objectives of the Bank and of the Group,

- fthe level of capialisation and liquidity of the Bank and of the Group.
¢ [he Rizsk Management Department, in order to ensure consistency with the Bank’s RAF:
v the Compliance & AML Department, in order to ensure complance with the Legislation or the Bank's

Code of Ethics or Code of Canduct
Once the Policies have been draw-up with the invelvement of the above-menfioned functions, they ane
shared with IS8 Division HR and the Developmant Palicias and Learning Academy Head Office Departrant
b receive the final consent,
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Once a first examination has been carried out, the HR & Organization Department submits the Policies to
the Risk Management Department and the Compliance & AML Department of the Bank, prior {o the starl
of the planned decision-making process by the Board of Directors, making sure those Departmenis are
gven enough time to cary out an in-depth review. The mentionad Departments shall coordingte themsaklies
with the respective Functions of the Parent Company and provide formal written opinions an the relavant
aspects.

Once recenved the consent from the Risk Management Department and the Compliance & AML Departiment
and their wrilten cpinions, the Remuneration and Incentive Palices are subject o 1SB Division HR and the
Developrment Policies and Learning Academy Head Office Department for tha final cenfirmation

The HR & Organization Department presents the proposed Remuneraton and Incentive Palisies o the
Remuneration Committee that:

+  Enamines the proposal;
* acquires the wrilten opinions of the Risk Management Depariment and the Compliance & AML
Department, as well as any obsarvations of the Risks Committes.

The HR & Organization Department thus submits to the Boards of Directors the Remuneration and Incentive
Policies, together with the abovementioned written opinions.

The Board of Directors receives the Remuneration Commiftee FReport and approves the Bank
Femuneration and Incantive Policies,

The Board of Directors is entrugied with tha responsibility of implementing the Remuneration and Incentive
Policies in cocperation with the Bank's Remuneration Committee, During this process the Board of
Dwectors will take into account the longderm interests of shareholder's), the madium and long-tenm
strategies and corporate objectives of the Eximbank and its risk profis.

Employee remuneration is broken down into the following:

a) fixed component;
bl variable component.

The Bank adoptz a pay mix that is appropriately balanced, in order to:

» allow flesdble management of labour costs, as the varlable porlion may significanty decline, aven
gown fo zero, depending on the performance actually achieved during the year in questicn or whan
the Group is not able fo maintain or restore a solid capital base;

= discourage behaviour focused on the achieverment of short-term resulls, particularly if these involve
taking on graater risk,

In orcer to achieve the above objectves, in the Rank, in line with the ISP Group Policies, ex-ante limitations
in ferms of balanced maximums for variable remuneralion have been established thraugh the definifion of
specific caps on the increase of bonuses in relation Yo any over-performance

This cap to the vanable remunaration i3 determined in ganesal n 100% of the fixed remunaration with the

exception of the roles belonging to the Company Control Functions {2l of them, independently from the
pasition covered whether managenial or non-managerial) which a cap of 33% of the fixed remuneration is

assigned fo.

The Incentive Systems for the Bank personnel are subject 1o the minimum activation conditions requested
by the Regulatar and non-achievement of even anly one of those condtions shall result in non-activation
of the Incentive Systems.

These conditions are based, on a priority basis, an the prnciples envisaged by the prudential regulations
concerning sound capital base and liquidity, represented by the consistency with the limits set as part of
both ISP Group RAF and the Bank RAF as well as the principles of financial sustainability of the variable
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component that consistin checking the availabilty of sufficient economic-financial resources to mesting the
expenditure requiramant.

The Incentive System for the Risk Takers and Managers aims to quide the bahaviour and managarial
actions towards reaching the objectives set for the Bank's strategy and in the Business plan and to reward
the best annual performance assesged with @ view to optimise the nakiraturm ratio

This System is formalised through Performance Scorecards
Performance Scorecards include both KPls of an economic-financial nature and non-financial KE|s.

The KPIs identification process and the relative target setting and performance svaluation are described
belaw, considering mast significant economic and financial indicators for the achievement of the budget
objectives, penodically monitored thraugh intemal reporting toals and available at Bank level sndior Division
and/or consolidated lewvel,

The Performance Scorecards guarantes the balance betwsen the line of sight and the managerial
solidarityfeamwark, and they include KPIs whase scope is:

s ISP Group for,

@ ihe General Manager, the First Deputy General Manager, the other Legal Entity Risk Takers and
Middle Managers in Business and Governance functions who are evaluated on a financial KF1 that
is commen bo all the Scorecards of Group Risk Takers. For 2020, in kine with the previous year, the
Met Income is assigned as Group iransversal KPL

s |SBD for

o the General Manager and the First Deputy General Manager. who are evaluated on one KPI chosen

from the KPIs assigned to the Head of Division Lo which the Bank belongs 1o,
+  EXIMBANK for:

o all the clusters of population since evarybody is evaluated on at least either one financial or nan-
financial KP! whose scope s the Bark:

o all the clusters of populafion who are evaluated alsc on a qualitatve KPI relating to the actions
emvisaged by the ISP Group Business Plan, whose evaluation is usually objectified by identifying
project miestones andlor drivers. For 2020, in line with 2019 and with ISP Group Remuneration
and Incentive Policy, the “Diversity & Inelugion” s identified among the managerial qualities a= a
Group transvessal KR

@ Legal Ently Risk Takers belonging to Corporate Confrol Functions only, an addtional Group
trarsversal K has been chasen and it fies in the *Risk Cailture - Promoling awarenass at all levels
of the organization with respect to the emerging risks, with a particular focus on those connected
to technological innevation, through information, awareness and fraining actions”,

Finally, all Legal Entity Risk Takers and Managers in:

* Business and Governance Functions are evaluated on one KPl weighted up to 20% chesen from the
KPlz assigned 1o any intermediate crganizational level among the Division and are's own area of
responsibility;

« Comporate Contral Functions, considaring that they functionally report to the ralevant Control Funetion
set at ISP leval, are evaluated on ona KPI chesan from the KPle assigned to any intermediate
arganzational level among the Head of ISP Function and one's own area of respensibility.

Only m particular cases, it's possible to provide an additional KPI chosen from the KPls assigned to any
ntermediate organizational level among the Head of the Function of the |SP Group and one’s own area of
respansiility as long as the maximum total weight of the two KPIg is in any case equal to 20%

Toeach KPI iz assigned a weight equal 1o at least 10% to ensure the relevance of the abjective and wp to
0%
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The sum of the weights assigned to the KPIs of each section is equivalent to the overall weight of the section;
this weight varies according to the macro-area pertaining 1o the population.

Specifically, for what regards the evaluation of the results and the definilion of the Individual awarding of
the bonus for the Management Committee {including the General Manager) and the Heads of Contrel
Functions, those ara in charge of the Board of Directors in collaboraton with the competent functicns at
Bank, Divisicn and Group level, whilst for the other Legal Enlity Risk Takers and Middle Managers, they
are st tha digzretian of the Direct Head.

in any case. the individual bonus is defined taking into account tha results of the perfarmance evaluation,
both in absolute and relative terms Inother words. the bonus proposal must be consistant with the relative
leval of perfrmance achieved (i@ the Legal Entity Risk Takers or Middle Manager with the best
performance score shoukl receive a bonus as a percentage of the fixed remuneration that is higher than
the other collzagues).

Finally, regardless of the cluster of population, the accrued bonus is subject to an addiional corective
mechanism hal measures the residual structure risk feved (Q-Factor) and that acts as a possible ge-
multiplier of the boaus achieved which is reduced by:

»  20% in case of & "very high® Q-Factor,
= 10% in casse of a “high” Q-Factor,

The Q-Facter is based on factors relating to the contral system and alsa considers other elements that are
ugeful for the evaluation (Operatioral Losses, Findings of the Supervisery Authoribes, Trands and waights
of the critical issues in the Tableau de Bord of the Audit Function). The evaluation i based on a quantitative
gcale to which the residual nsk judgement comesponds: Very High, High, Medium, Low.

Finally, it is notewarthy that

= (he evaluation of the performance scorecard covers a perod of one busingss year,

= fhe bonus won't ba paid f the total score of the perfarmance evaluation is lower than 80% for those
wha beleng to Business and Governance functions or lower than 0% for those wha belong to
Corporate Contrel functions;

= the pro-quota bonus may be paid only if the person has beet emplayed for at least sic months

Tha Incentive System for the Professionals aims to reward the best annual performance assessed with 3 view
to optimise the riskirefurn ratio

The individual awarding of the bonus is at the discretion of the Direct Head, taking info account the results of
the performance evaluation, both in absolute and refative terms. In other wards, the bonus proposal must be
consistant with the level of performance achieved, also taking into account Peers

The methodaology provdes an evaluation based on KPIs and the assassment of role-specific Compatenses.

The EPIz (5t least 2 and up to & KPis per pereon) are of economic and financial nature andior profects-related
and their scope may be the employee's area of responsibilities or hisher Business Unit To each KPI it is
asaigned a weight equal io at least 10% to ensure the relevance of the objectiva.

Inatead, the Compsténces to be evaluated are five and specific for each role (Le. Supporl, Analytics
Professional, Client Oriented Professional, Senior Professional, Team Leader and Manager). They are
regresented by soft skils such as cross cokaboration, customer focus, planning and execution and sa an.

The final result of the perfarmance evaluation ie the average of both the KPlz and Compalences svaluation
and is expressed in a 5-level scale (Outstanding / above expectations / in line with expectations / parially in
ine with expectations [ below expectations). It s noteworthy that the bonus for the Head Office population
wion't be paid if the performance evalualion is "below expeciations”, meaning that the tolel scare 15 lowsar than
1.5
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Far what regards the Metwork and similar roles, the evaluation iz carmied aul through the system that is based
on & multi-level approach acearding te which the achisvements are measured al Bank and individual level.
The performance evaluation is based on a Performance Scorecard that provides for bath financial and non-
financial KPls. The relative weight of the financial KPIs and quaniitalive KPIs not related to financial data is
T0% whilst the one of qualitative non-financial KFis & 30%.

Specificaky:

« up to 4 financig! KPIs {economicfinancial/operational) and guaniitative KPIs not refated to financial
data {eq. Net Promoting Score) may be set, whose measuremant and payout frequency are defined
by the Bank (semi-arnually or guartedy). These KPls are salected from a pre-zet KPIs' list custenad
by sirategic driver {i.e. growth, eMficiency, sustainability and profitability} 2nd they are specific for aach
rokx. The minimum waight of each KPI is 105,

= upto 3 qualitative non-financial KPEs may be set Spacifically:

o 1 mandatory KPI composed by 3 behavioral drivers, pre-gdefined per role and wighted in total
from 10% o 30%

¢ other optional qualitative KPIs with-a minimumn weight of 10%

o other optional qualtative KPis on Corporate Control Function request (eg. Anfi-Maoney
Laundering} whose welght is indicated by the Corporate Centrol Function

The payment of the ndividual bonus i, In any case, subject lo the verificalion of tha absence of the so-
called individual compliance breaches le.;

o disciplinary measures Involing suspension from service and pay for a period equal 1o of greater than
one day. including as a result of senaus indings recelved from the Bank's control functons,

+ incase of breaches specifically sanctioned by the Supanasory Authorities ragarding the requiremeants
of professionalism, integrity and independence and following on the matter of transactions with relatad
parties and of the cbligabons regarding remuneraton and incentives referrad to in CRD IV, if invalving
a panalty of an amount equal io or greater than 30,000 eurg;

+« behaviours that do not comply with the provisions of the law, the reguiations, the Arlicles of Association
ar any oiher athical or conduct codas dafined ex anta by the Group and which produced a "significant
koss" for the Bank or for customers.

In particular, failure to comply with the individual access condiions implies both the non-payment of the bonus
accrued in the same year of the complance breach = committed and the delstion of the deferred partions of
the accrual condifions referred to the same year,

In case of deferrad, each portion is subject o an ex-pest adiustment mechaniem - the so-calbed malus
comditions - according o which the relative amount recegnised and the number of financial instrumants
assigned, if any, may be reduced, even to zero, in the vaar in which the defarred portan is pasd, in relabon ta
the level of achisvernani of the minimum conddsons &t by the Regulator regarding the sound capital basa

and lguadity, represertad by the consistercy wih the respactve bmits sef as part of the Bank and ISP Graup
RAE at wall as the conditian of inancial sustainability

e ALISP Group level
o Gommon Equity Tier Ratio (CET1) at least equal to the limit set by the RAF (capital adeguacy
condition;
= Net Sizble Funding Ratio (MSFR) at lzast eqgual to the limit set by the RAF (liguidity canditicn};
o Mo loes snd pogifive Gross Incomal [sacapt for the Metwork Incentive Syetarm)

«  Abfhe Bank level
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= Common Equity Teer Ratio (CET1) at least equal to the limil sst by Eximbank RAF {capital
adequacy condition),

o Mel Stabla Funding Ratio (NSFR) at least equal to the limit set by Eximbank RAF [liquidity
condition);

o Mobpss and positive Gross Income

In case one of the conditions of sound capital Base or of liquidity does not occur individually, the defarrad
partion is brought down to zera; if the condition of sustainability is not met, the deferred portion is reducad
by 50%.

For the verification of the malus conditiors it shall be considerad the perimeter of the Legal Entity wherna the
person wes emploved when awarded the bonus to which the defamed portions are referrad b

The clawback machanisms, namely the return of bonuses already paid as required by reguiations. 8s part
af.

« disciplinary initiatives and provisions envisaged for fraudulent behaviour or gross negligence by
persanngl, also taking into account the refative legal. contribution and fiscal profiles;

«  behaviour non-compliant with the legal and regulatory provisions, Articles of Associaton or any codes
of ethics and conduct estabilshad ax ante by the Group and from which a “significant loss” derived for
the Bank or the custamer,

may ba appied in the 5 years following the payment of the indivdual portion (up-front or deferred) of

variable remunaration.

The remuneration payrmant methods are governed by specific instructions in the Supendsory Provisions
concerning remuneration with particular reference to the deferal obligations, the type of payment instruments
and the retention peried envisaged for the pessible partion paid as financial instruments.

In compliance with the Supervisory Provisions, the financial instruments used by the Intesa Sanpaole Graup
o pay the variabla remunaration are Intesa Sanpaocks shares.

The iermination of the emplaymant agreament involving personnel with state pansion or serorily pension
rights does not result in lozs of the right o paymant of fhe entitled vanable remunerabon amounts, aven
defemed,

Im alf other cases, the Bank has the right to award any amounts, depending on the specfic situations, upan
termination of the employment agreament, also through consensual retrenchmant agreements providing
termination payments (Mutual Termination Agreamants).

In compliance with the principles contained in the Group's Code of Ethics, the Intesa Sanpaole Group does
nat enter into ex-ante individual agreements with its employees (i.e. prior fo termination of the employment
agreement} that govern compensation to be oranted in the event of early termination of the employment
agreement

Tha total remaneraton paid by the Bank m 2020 was BB 988 67843 MDL, out of whick:

= Businezs -8 314 263,28 MDL

» Network = 18 195 126.90 MDL

»  Controf functions — & S50 253.40 MOL
o Govamance — 35 525 014,85 ML

[tk = T Ta
PR E T A e Total (MOL) No of beneficiaries
g2 35015 T T T P, 3 - L
Fixad remuneration B3 109 Dok 43 383
Wariable remuneration 5873 68800 186
% "5 X Tl

= ;t_'-_'-:._:. ¥
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The amaunt of deferred remuneration due and unpaid, spiitted inta parts according to the set criteria, is
the equivalent of MDL 556 287.94, paid in the form of shares (2t the NEM exchange rate for 31.12 2020

MDL/EUR = 21.1266),

5 employees earned a cumlative remuneration equal to or more that 1 min, MDL in BY 2020,

aggregate remuneration for members of BoD 850 822 80

aggregate remuneralion for members of Managemant 9796 633,61
Committea
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Own funds

With-tha implemeantation by the Naticnal Bank of Moldova of Regulation na, 108 of 24,05 2018 on banks’
own funds and capital requirements, the siructure of own funds & defined. &s well as the eligibility criteria
which capital Instruments must meet in ofder 1o be included In Comman Equity Ther 1 Capital, Addtional
Teer | Capital, or Twer Il Capital.

Thie structure of the Bank's Own Funds items as of 30.06.2021 are summarized n tha table belaw:

Cnwn funds 975 543,218
Tier | Capital 976,543,218
Corrman Equity Tier | Capital 975 543,218
ADMHTIOMAL TIER | CAPITAL ]
TIER Il CAPITAL 0

Annex 1 reports the full form of disclosure of the Banks Own Funds, including prudential filters and
deductions appiied as provided by art.56. point 1 of the NEM Regulation en publication requirements of
information by barnks.

The completed reconciliation of Cwn Funds elemeanis with the Financial Statementas of 30,06 2021 is
presenied as follows:

Cash, cash balances with central banks and ofher demand deposits T ——
Financksl assets measured at fair value through other comprahensive income 10,000
Financial assets at amortized cost 3.133,183,893
Tangibie fixed asssts 255,303,374
intangibla sgsata 32,296,121
Tax claims 13,486,461
Other assets 23,782 508
Fixed assets and disposal groups, classied as held for sale 27 380

Financial llabilities measured at amonized cost E.HU.EE&?UE
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Frovisions 17,024 814

Tax liabilites 2461617
Ciher dabis #9103, 187
Equiy 1.080,615.685
Tota fabites and squiy 430074008
Paid capital nstruments 1.250,000,000
Reported result =211,398 5924
Other elemenis of comprehensive incoma 23,560,318
Common Equity Tier 1 Capital before applying prudential filters 1.062,150,394
Adjustments o common equity fier 1 capital due o predental filkers -53,311.,065
Cther intangible assets -32,296,121
Common Equity Tier 1 Capital 876,543,218
s T e S} S=eemtnles

The capital instruments are gualified as Commeon Equity Tier | Caital instruments F the aligibility criteniz
listed below are met;

+ theinstruments are ssued directly by the Bank with the prior consent of the Bank's sharehalders or of
its governing bady,
# fhe insfruments arg paid in full with funds, and their acguisition & not financed directly or indirscily Dy
the Bank
s the instruments cumulatively meet the following conditicns regarding their classification.
o they qualify as equity subscribed by sharehoiders;
o Ihey are classified as equity within the meaning of the accounting framework;
o they are classified as equity for the purpose of determining negative net assets;
= the instruments are presented clearly and distinctly in the balance sheet of the financial statements of
the Bank,
= e instruments are perpetual;
= the amount of the principal instrument cannot be reduced or refunded, except in any of the following
SRS

o liguidation of the Bank;
o discrefiaonary repurchase of instruments (acguisition of shares) or other discretionary means of

capital reduction, if the Bank has praviously received the approval of the Mational Bank of
Moldova;

o the provisions governing the instruments do notexplicitly or implhcitly state that the amount of
the principal of the instruments would be or could be reduced of returned in cases other than
the kquidation of the Bank, and the Bank doas not olharwise provida such an indication bafore
issuance. or when =suing instrumenis,

s [he instruments meel the loBowing conditions in terms of distrbulions

o there i3 no preferential distribution freatmeant in terms of the ordar in which distributions are
made, including in relation o other Common Equiy Tier 1 Capital mstruments, and the
conditions governing the instruments do not provide preferential distribution rights;

o distributions to instrument holders can only be made from items that can be distnbuted;
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o Ihe condiions goveming the instruments do notinclude a ceiling or othar restriction on the leval
of digtribution,
o the lavel of distributons s not determined based on the purchase price of the instruments at
Is5UE;
o e condlions governing the instruments do not include any cbligation for the Bank o make
distnibutions 1o their holders, and the Bank is not atherwize subject to such an obligation,
o non-distrbution does not constitute a non-reimbursament event fior the Bank,
o cancellation of distributions does not impose restrictions on the Bank.
campared fo 8l equity instruments issued by the Bank, the ingtruments absorb firstly and proportionally
most of the losses ag they arise, and each ingtumeant sbsorbs loszes to the same axient as the other
Cammon Equity Tier 1 Capital instruments;
the insfruments are of a lewer rank than all cther receivables in case of iqusdation of the Bank,
thea instruments give their owners the right to a claim on the residual assets of the Bank, which, in case
of liquidation and after paymen? of all prionty receivables, is propartional to the sum of such instruments
issued, i nol fixed and & not subsect to a cap;
the instruments are not guaranteed nor are they subject to @ guaraniee that increases the prionty of
payment of recavabdes. by any of the following:
o the Bank or its subsidiaries;
= tha parent company of the Bank or its subsidiares,
o the parent holding company or s subsidianies;
o the mixed-activity holding company o it subsidiaries,
o the mixed fnancial holding company and its subsidiaries;
o any urrll-ﬂftakil‘g winich has closa links with the entities refarred to in points abowe,
the insiruments are nof subject to any contractual or other arrangement, whech increases the pricrnity of
payment of receivables recorded under the instruments in case of insolvency or liquidation.

The capital instruments are gualifying as Tier 1| capital instruments § the aligibility conditions listed balkow
are met

the instruments are izsued or, as the case may be, the subordinated debls are oblained and paid in
full;

the instruments are not acquired or, as the case may be. the subordinatad debls are nol granted by
any Bank or ils subsidiares an enlerprise in which the Bank helds a sharehaolding consisting in halding,
directly or through control, at least 20% of the voting rights, or from the capital of the respective
enferprise;

the purchase of nstruments or, as the case may be, the granting of subordinated loans is not financed
directiy or indirecily by the Bank;

the claim on the principal of the instrumants, undar the pravisons governing the instirumants oF, a5 the
case may be, the claim on the principal of the subordinsted loans, under the provisions governing the
subordinated liabilities, is whally subardinated to the claims of all non-aubordinated creditors;

the Insiruments of, 83 the case may be, the subordinated debls are nol guaranieed nor are they subject
to 8 guaraniee that increases the rank of priority for the payment of recevaties;

the ingiruments or, as the case may be, the subordinated debts are not subject o any provision that
increases the rank of priority for payment of the recewvables registered under the instrumenis ar,
respectively, of the subordinated foans,

the instruments or, 85 the case may be. the subordinaied debts hawe an ingial maturity of at least five
yaars;

the provisions govaring the instruments of, as the casa may be, the subardinated debis do not include
any incentve for the repayment or, as the case may be, the redemption of the princpal amaunt by the
bank before maturity;
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¥ the instruments or, as the case may be, subordinated lakilities include one or more call options ar
early repayments, ag the case may be, the oplions are exercised at the sole discretion of the sseer ar
the deblor, a5 the case may be;
ihe instruments of, as the case may be, the subordinated debts may be repaid, repurchased, returned
of the related purchase options may be exercised in advance and not earlier than five years fram the
datz of issue;
the provisions governing the instruments or, as the case may be, the subordinated debts do not
axplicitly or imphicitly indicate that the ingtruments or, 23 the case may be, the subordinated debiz will
be or could be repaid, repurchased, returned of that the related purchase options may be exercised in
advance, as the case may be, by the Bank in other casas than the liguidation of the Bank, and the Bank
does not make any other menton in this respect;
lhe provisions governing the instnements or, as the case may be, subordinated debts. do not give the
holder or, as the case may be, the lender the right to accelerate future schadubed interest or principal
payments, except in case of liquidation of the bank without changing the order of priority.
the level of interest or dividend payments, a5 the case may be, relaled to the insirumeanis ar. as the
casa may be, to the subordinated loans will not be changed based on the raling of the Bank o its parant
COITpaNY;
if the instruments are not issued direstly by the Bank or, as the case may be, If the subardinated debls
are naot abtained directy by the Bank, the following two condikons are mel cumulativery

o themnstruments are issued or, 338 the case may be, subordinated liabilites are obtained throwgh

&n entty that iz not moluded in prudential consalidation,
o the Bank may immediately dispose of the ncome generated by these insiruments, without
resinclionz and in a fomm that satisfies the conditions set out in this paint

It is necessary 1o mention that as of 30.0:8.2021 the Bank does not hald instrumerts of Additional Tier |
Capital and Tier Il Capital.

Al the same fime, the Commen Equity Tier 1 Capital has the characteristics disclozed in Annex 2
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Capital requirements

In arder fo determine the Capital Requiremsants, the Bank spplies the standardized approach provided by
the regulations of the National Bank of Maldowa

The brief breakdown of the capital requirements mamtained as of June 30, 2021 s the followng:

Indicator MDL

Tier | capital 976.543.218.00
Tier l capital -
TOTAL CAPITAL 976,543,218.00
Capital requirements for credit risk 175,020,490.40
Capital requirements for operational risk 28 137.023.00
Capial requirements for posifion and foreign exchange

e 9,871,082 00
TOTAL CAPITAL REQUIREMENTS 213,028,595.40
Commen Equity Tier | Capital rafio 45 Bd%
Tier | Gapital ratio 45.84%

Taotal Capiial rato 45.84%

v ¥
e
=N
o
E O it B S —

Annex 3 discloses the information about the risk-weighted value of the expasures for each exposure class
and the minimum own funds requiremenis cakculated as mentioned in the NBM Regulation on the
publication requiremeants of information by banksart.59 ptd - 5

Intarnal capital regquirements

In crder to assess the adequacy of internal capital, the Bank has azsessed such risk categories as cradit
risk, foreign exchange risk (markal componant), operational msk, inferest rate risk for the banking book
activities, residual sk, concentration, HTCS portolio fsk, stratages risk, real estate risk, raputational risk,
extarnal risks. compliance risk, ICT risk, country risk, AML risk The internal capital related to thess risks,
daterminad based on Group or local models, is summed and compared with the valua of Availabla Financial
Resources. Thus, s of 30.06.2021 resulis in a coverage of internal capital requirements equal fo 282.20%.

As a resull of Supenasory Review and Evaluation Process on 300122020 the Bank received the NEM
deacision {for the stluation of 31 12 2018}, Thus, according to the preventons of at 138 par (3] let a) of
Law no. 20272047 the Bank, starfing with 31,12 2020, must maintain a total own funds rate of at least
189.89% (compared to the minimum reguirament of 10%), inciuding:

s the minimum own funds requirement of 10.0% (consisting of &t l2ast £.5% Commeon Equity Ter 1
Capital and 7.5% Tier 1 Gapital, respectively) to be maintained on a permaneni basis in accordance
with the NBEM Regutation on bank's own funds and capital requiremants, no, 10,

= an own funds requirement of 9.8%%, which will be mamtained in addition ba the minirmum legal own
funds requiremant, being composed of at least 5 44% Comman Equity Tier 1 and 7.42% Tier 1 own
funds {i.e CET 1 rate of 10.94% (vs regulstory requirement of 5.5%) and Tier 1 capital rale of 14.02%
{vs regulatory requiremnent of 7.5%).
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{".};'edit risk

Credit risk management i integrated Inlo the Bank's risk management process. Credit nsk is inherant in
banking activity, for which its administration is a continuous, farmal and systematc actvity and is a
component of @ sound management of the Bank's actwly. Credil risk management allows he early
idertification of isk posions, leading at the same time 1o the iImprovemant of the decision-making process,
conlributing to the increase of the reswits and the increase of the respongibility of the decision-making
aclivity

The mostimportant pringipies used in credit risk management are:

«  dentification, montoring, control and administralion of credi risk are activities that tske place bath
at the level of the Bank's territorial unds and at tha level of the headquariers;

+ analyzing the aspects thal can fead to the registrabicn of potential losses, at the level of an
individual, at the level of a loan, and as a whole, at the level of the portfolio, when the circumstances
I conditions in which the client carmes out his activity change significantly;

« pstablishing a credit risk policy to identify impaired aszels and the methods used 1o assess tham,
as well as the associated internal confrals;

v establishing and implementing processes and controls in order (o determing the degree of nan-
repayment of the debior, reprasenting the kasis for the provision of [oans at portfolio and ind ivdual
level A the same tima, 0 accorsdancs Wwith the reguirements af IFRS 9, tha Bank thus daterminad
the categones of loans with similar charactenstics, in order to establish the detericralion and
collective provisioning amount of the portfalic.

Credit risk is differently assessed at the Bank leved for all groups of assels hald, globally or analyticaly,
depending on the type of assaet, Thus, lcars to naor-bank counterpariies are included in & pradefinad flow
af customer management and detection of possible negalive signals that confirm or net tha occcurrence of
an increased credil rizk at the level of the balance sheet position. These items are reported monthiy {o the
Credhit Risk Governance Committes. Assets, with financial insttulicns as counterpariies, are vaued taking
intg acoount the extemal rating and lixed exposure limits, monitored Jdaily by the Risk Managemend
Depariment. Exposurss (o soversign entities are alsc congtantly moniiored in ordes tomeel the risk gppetite
assumed and commiunicated mgnthiy (o the corporate bodies

The credil risk related 1o all Bank's assets s measured by the manthly calculation of risk-seighted assels
indicator and the corresponding capital requiremant and the montonng of subsaguent evolubens,

Credit concentration risk

The granting of loans and credit facilites, gives rise 1o the risk of non-regayment of debt This risk affects
balance shoel fems such as recaivablas measured al amortead cost and off-balance sheset dems. The
credit conceniration risk could cause a significant loss for the Bank, if a change in economic condfions
wolild sffect the artire industry or the entire country

The Bank minimizes the riak related to the lending activity by carefully evaluating credit applicaticna, setting
exposure Bmila for the customer, requesting appropriate guaraniees and applying a prudent provisioning
policy, when there is risk of 8 possible loss.

The amount of credit risk weughte:l axposures (RWAS) is shawn in the table balow

. r.‘ #H ':u.r-m e e = s = SR k 2 h - r wimmmul's
Fhslq-'fmlghte-u armaunts nf cr&:llr.rlsh:
exposures. counterparty credit risk and 1,750,204,504 175,020,450

incomplete transactions
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Standardised approach (SA)

54 exposures excluding securitization positions
Central government or central banks

Regional govarnment or local authorities
Pubic sector entities

Multfateral development banks

Intemational organisations

Banks

Invastment anfilies

Retall

Secured by mortgages on immovable property
Exposures in default

Highar-risk categaries

Covered bonds

Receivables from institlubions and corporates

with & short-term credit assassmant
Collective investment undertaking (OPC)

Equity

Chher items

1,750,204, 904
1,750 204 904
100,073

0

o

H

i

1,441 637
477,301,275
185,751,872
573,791 788
9,088 558

o

X

221522437
]

8,800

280,287 464

175,020,490
175,020,450
10,007

0

]

]

]

144,154
47,730,128
18,576, 187
ard7e 179
908, 856

o

¥

22,182 244
i

280

26,028,746

At the same fime. the total amount of sxposures after sccounting netting and withowt taking into account
the effects of credit risk mitigation tachniques, as well as the average amount of expasures for the period,
broken down by exposure classas as providad in the NBM Regulation on publication requiramerts of

infarmation by banks, is presented below:

Standardizred approach (5A)

Central government or central banks

4,791,488, 477

1,791,803,570

4,694,810.776

1,741,651 582
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Regional govermment or local authorites 0 0

Public sector entites 0 0
Mulilateral devetopment banks ] o
Internaticnal organizations a o
Banks 1,441,637 1,286,508
Corporates &73,878.215 545,649,253
Retall 339,868,134 411,853,210
Secured by mortgages on immovable property 1,031,672,630 760,062 564
Exposures in default 5,986,558 9.944 830
Higher-risk categories D o
Covered bonds % %
Receivables from institutions and corporates 431,737,628 5B4,417,203
with a short-term cradit assessment

Collactive investment undartaking (CIL) a o
Equity securities 8 &00 9,800
Other flems 580,897,895 559,835,745
Total 4,791 488,477 4,694.810,776

The table below reflects the parforming and nen-perfarming exposures and related provisions amounts that
provede an ovarview of the quality of exposures and relsted provisions and valustion adjustments dvided
by portfolics and -u?-'q:ruuuru classes:

i B44.478 HEs, T 0 L @ 10,8 o o o L




A3, G52

Airardal B BT, T

el

Mon-fnancial

armlies Az

41,551

COPOREIES  aoh gan

1211

282 458 230318

L REE

x5 801

P e e

:'m Sakiaed 082641

CORT

it of which:

randal

Humsy

Mg, =} a
impaisd ana

fesullod

credi| gk

.10

T EL

21,618

jasF LA

=] T,B6E8

121538

vnss RlER

24,831

[

.80

rEm

bE%

14,558

Bu2a

#1025
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o a

a o

i i

o a

o 1202 443
o 9
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o =

] 1283
0 13,718
o =]

The distribution of expasures by business sectars and by lypes of counterparties, broken down by exposure
classes is presented in the table below,
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The distribution of exposures by residual maturity, broken down Dy exposure classes, is as follows.
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Secured by mortgages on

kil : 0 32 58S 321619 BIT469 0 1,032
Exposures in defagk 0 39 5044 o, 5H2 13 0
Exposures to institutions and

carporates with & ehart-term 333 658 128,080 0 0 o 462
credit assessemeant

Equily exposunes _ﬂ o o 0 10 0
Cther axposures 301,565 b o 0 279,433 581

The amount of mpaired and expired exposures, separated and broken down by geagraphical area is shown
in the table betow:

impsaired exposures:

The table below summarizes a reconciliation of changes in specific and general credit risk adjustmants far
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Approaches and applicd methods to determing the loss allownces according to IFRS

The Loss Alownces represent the value of the impairment loss estimated by the Bank basad an the
developed models. The Bank estimates this value using twa difierent aproaches the collective approach
and the individual one. Through the collective approach, the provisions st portfolia leval are caloulated by
dividing it into sk groups with similar charactanstics. Tha perfforming portfolic is subject to the collective
approach as & whole, regardiess of whether the exposures are significant or not The non-pedorming
portfolio is subject to the collective approach, only for exposures thal ars considerad insignificant.

Through the individual approach, provisions at individual level are calculated for each significant exposune.
The individual approach is the process of measuring the depreciation of azsets at transaction level (or
chort). According to IFRS, the Individual approach is mandatory for significant individual exposures, but
can also be used to assess insignificant exposures

The process of assassing the assef's impairment through the individual aporoach is divided into two slages

= |dentfication of significant individual exposures andfor exposures for which the individual approach
can be applied;
= determining the necessary level of provisions related to these exposures,

Sgnifican! exposures are subject o individual assessment. Recovery forecasts are made at classfication,
and subsequenily at kast every 12 (twalve) months, and when applicable, Tor any major event thal 0ccurs
during the analysed penad, The individual assessments of the exposures are based on a careful and in-
depth, qualitative and guantitative analysis of the debtor’s situation, ncluding critical review of the following
gourcas of information, without limitaticn to:

s Ihe most recent financial information statements available, as well as the financial sigtements from
previous years,
information on specific corporate evenis (for example, exiragrdnary iransactons);
current and forecasted financial positions and rasults,

s for debtors belonging o economic groups. Information on their internal and external relafions [to
assess tha risk of contamimabion ar damagea),

s ghort and madium ierm plans and sirategies of the ciant complieted by fmancal projections, estimatad
cash flow statement, product analysis, sector and market stedies, atc.;

= nature and valldity of guarantees, assesament for each asset, presence of morigages/pledge

= reports of the Credit History Bureau

A recovery forecast ® made based on the assessment of the significance of the allocated
guarantee’collateral, type of use ([commarcial or residential real estale quarantess), any agread rapayment
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plars, the existence or lack of lagal proceadings, as well as thairtype, creditworthiness of the counterparty
and current and future prefitability, in order to determine the recoverable amount which represents the net
present value of all the recoverable amounts that the Bank can oblain.

The collective assessment is performed by using the risk parametars, PO and LGD, determined according
to Parent Company's methodology.

According bo the principles of IFRSD, for astimating the PD parameter (prabakilify of gefaull) three scenarios
are taken inte account, in order to cover all future macroeconomic trends. In onder o implement the
stenanas, the Bank uses both the resulis of the stress coefficients published by the Europsan Banking
Authority and the internal estimate of the Dest scenario. In estimaling the PD parameler, the Bank uses
historical data regarding the default status

To estrate the LGD (loge given default) parameter, the Bank uses the same principles defined in the PD
estimation methodology, using three scenarios o cover all future macroeconomic trends published by the
European Banking Authority. The methodology for determining the LGD level takes into accouwnt the level
of exposure coversd wilth credit rizk mitigation instruments, as the main factor o raduce the loss in case of
non-repayment, using recovery estimates according o the internal historical data. In astimating the LGD
parameter, the Bank also uses historical data regarding the cliants who are in default

Exposure at Default (EAD) is the expected exposure in the event of a default. This will result from the
current 2xposure 1o fne counterpaty as well as the polential changes allowad by the conlract:

# for financial assets exposure at default is represented by the gross defaull exposure,

»  for gredit commidments and financial guarantess. the exposure will ba considered the value used, as
weil as the potential fulure values that can be vsed (transformed into value used by applying the credii
conmverson factor - CGF) ar reimbursed according to the cantract

Regarding the past due expesures or those that are in default, the Bark continuously manitors them In

order to befier manage the credit risk

Counterparty credit risk
As of 30.06.2021, the Bank is not subject to the counterparty credit risk.
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The use of ECAIl (External credit Assessment Institutions)

The Bank recocgnizes the external credt nsk assessment institulions as defined and recognized by the

NEM. In order to determine the risk ralated fo a transaction, the Bank applies the correspondence tabde
publisihed on e NEM weabsite

It sis mecessary to mention that as of June 30, 2021, the Bank does not held exposures assessed by
axternal cradit assessment instéutions (ECAIL) or credd export agancies as aquired by NBM ragulations,

37



Residual risk resulting from credit risk mitigation techniques

The credit sk mitigation technique is a method used by the Bank to reduce the credit risk associated with
Cme or more exposures registared within the Bank. The Bank uses a% credit mitigation technigues funded
credit proteciion and unfunded credit protection, as defined by the NBM regulations.

Resdual risk presumes that the techniques used by the Bank to mitigate credit risk will be less effective
than expected. Residual risk affects exposuras, which have real estate as collaferal, the risk sssessment
baing limited to the case of residential real estate collateral appraised before the last 12 months from the
raporting date and before the last 38 monthe related to commercial real eatate collatara|

The regisired decrease of the value of these guarantzes is tested in a way that starting frem the date of
their evaluation companed wih e available market indexeas for the residential and commercial real estate
avauiable on the market

The amount and tvpe of required collateral depends on 8 credit risk assessment of each client, In general,
exposures should be coverad by al least 100%. Collateral conditions regarding each facilty are determined
by the analysis of the creditwarthinass, ype, amount and maturity of the client's credit facilities. Depending
on the assessment of the patantial exposure, an adeguale colateral B reguired. The value of the propery
must mot significantly depend upon the credit quality of the bormower. In other words, the borrawer's risk
does not substantially depend on the performance of the underyirg asset or property, but on the bormower's
basic capacity to repay the debt from other seurces and, consegquently, the repayment of the facility must
not financially depend on any cash flows generaled by the underlying property serveing as collateral

The Bank gives priordy to real estate margages. partial or full coverage of placements with depaosits, debi
securities issued by the Government (Government securties) and Mational Bank [Certificates of the
Matienal Bank of Moldova) guerantees issued by the State, commescial banks of other institutions of
personal guarantess of individuals and legal entities. For real estate morigage, the Bank afways considers
waluations of the assets carried out by approved independent cerified appraisers, in order to minimize any
potantial rsks 25 much &8s possible, The fair valee of callateral for movabke proparly is tha marks! value,
which results from appraisalsivaluations reports, salel-purchase contracts or datafmfcemation for the pubsc,
During the fetime of the exposure, the Bank monitars movement of the collaleral value: the commardzal
property is valued once a year, while the residential property has to be valued at least once every 3 years,

Hence, the estimated value of real estate and movable property for the purpose of manitaring the value of
tha coliateral porticdio (fair valug) is determingd by applying spacial methodolegical and techrolagical
procedures, Thus, for standard objects, the mass evaluation procedurs s applied, while for the spacific
abjects the individual evaleaton is usad, For real unigue guarantzes, an external opinicn on market value
is required In the scope of annual monitoring purposes. Massive evaluation Involves the apglication of
mathods and procedures for the siatistical analysis of information regarding the factors that contribute to
the formation of the marke! vaiue of real estate.

A5 mentionad above, the Bank, in addikan 1o residential and commercizl real astate, also accepls as a
secandary source of logn repayment such collateral as land, means of transporl, madhinary, equipmeant,
livestock, agricultural products, vegetables, food and future goods (which are in production progess, to be
procured or imporied into the coundry, karvest of fulure years, tc.).

The iotal value of the exposure that is covared by eligible financial grarantees or cther eligible collateral as
of 30,06 2031 sums up 182.69 million kei

The lotal exposures before and after credit risk mitigation techniques have been applied a5 of 30.06.2021
are as follows:
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Standardised approach A]'

4,791.488
Ceniral government or cenfral banks 1,781,884
Reglonal government of kocal authorities o
Public sector entities [
Multilateral development banks ]
Intemational organisations 0
Institutions 1442
Investmant antities 73,878
Retail 330,568
mEgﬁ by mangages en 1,031,673
Exposures in default B oag
Higher-risk categories o
Covered bonds ¥
Institutions and corporates with a short-term 451738
credt assessment
Collectve investmeant undertakings (C1L1) a
Equity 10

1442
51241

334,396
1,031,873
5,889

o

¥

451,738

a
10
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Operational risk

Operabonal risk s defined as the risk of losses due to inadequate or insppropriste intemal processes,
parsonned or systems, or due to some external évents, and it ncludes legal risk and ICT risk and excludes
sirategic and reputational risk.

Operational risk management is carried out in fwe stages: (i) identification, (1) assessment, (i) reporting,
() menitaring and (v) mitigation {reduchon), which are achieved using the faflowing taols:

Logs Data Collection (LDC) - identification and reporting of operational losses represent the responsibility
of all the employees of the Bank. In order to strengthen the process of loss data collection, the Bank has
implemented a specific procedure regarding the identification of operational lcss events based on the
information received from all Bank structures. The process owners, who igentify the appropriate risk
mitigation actions, analyze the events which generate losses. The identified operating losses are recorded
in an electronic register

Risk self-assesament (Sell Disgnosis) —an annual exercise aimed at assessing the level of operational risk
in Bank's processes, using scenario analysis, aclivily based on the assessment of opinions provided by the
heads of the Bank's subdivisions. The scenaria analysis represents the general seif-assessment activity of
the business enviranment of the Bank's subdivisions. Thus, the statemenls, assessments and opinions
collected are used for monitoring specific rsk areas by the regponsible structures within the Bank.

In order o delermine the capital reguirement for cperational nsk, the Bank uses the basc ndcalor
approach according o which the operational risk capital requirement = equal o 15% of the hree-year
average of the relevant indicator defined in accordance with NBM regulations.

The operational risk capital requirement as of 30,08.2021, cakulaied according o the Bas< ndicatar
approach conatiutes 28, 14 millon MDL,

As a measure to reduce the operational nsk, the Bank signed for 2021 the BEB General Civil Liability
Irsurancea Policy that covers various fypes of losses relaied to Bank's activity,
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Compliance with the countercyclical capital buffer
requirement

Concaming the requirement related to countercycheal capifal bulfer, taking into account the MEM decision
to mamtain the countercyclical buffer rabo for the relevant exposares located in Republic of Moldowa at the
0% level, as well as the provisions of point 19 from NBM Regulation no. 11072018, the Bank maintains a
capkal requirement for the countercyclical shock absorber equal to zero,
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Equity stakes not included in the trading book

In accordance with the internal regulations, the Bank ls nat allowed to hold a2 trading book.

At the zame time, the risk associated with the equity not included in the rading book represents the risk of
lesses due to changes of the price’ equity, The valuation includes shares {including equity shares) that are
excluded from the trading beok and, censequenrly, is not required the capital allocation for trading book,
provided by NEM Regulation no. 109/2018

Since the level of nsk associated with the shares (participations) is very low, it does nol have a relevant
impact on the capital requirements mentioned above,
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Interest Rate Ris_k in the Banking Book (IRRBB)

The Bank iz exposed o the efiect of flucteations in the level of the maln market inferest rafes in terms of
financial position and cash flows, The interest rate may increase or decrease as a resull of such changes
and may resultin losses in the event of unforeseen Nuctuations. The Bank pericdically moniicrs fs exposura
o fluctuations in interest rates and calculales the potential change in its economic value resulting from such

fiuciuations

The table below highlights the percentage impact of a change of +200 basis points in the leve! of interast
rates an the Bank's own furds as of 30,08 2021

Own Funds 678,543
Absolute vaue 41471
% from Cwn Funds 4. 25%

The cantrad of the interest rate risk to which the Bank is exposed |s performed by means of:

= ensuring e compliance with the limits stipulated in the internal regulations, namely ihose regarding
the change in Bank's economic value as a result of the application of various shocks to the interest
rates levels;

« sefting intemal Bmils [calculated as a percentage of own funds).

Themanitaring of compliance of the exposure within the establshed limits represents a coantinweous process,
the Bank's corporate bodies being informed about this through specific reports

d3
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Annex 2 Form on the main characteristics of own funds instruments
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Annex 3 Information on the amount of risk-weighted asset (RWA) as at
30.06.2021
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Annex 4 Risk Appetite Framework Statement within ISCE “EXIMBANK®

The sclivily of JSCB "EXIMBANK 15 buing managad enh (he a'm of exec_:or of he nismiress Lrnlugy
The calbration of the business stredegy of JSCB EXIMBANK s porformed withm the prprmales
eslabbshed following the process by whoh ne sk appette of JSCA EXPIBANK" = datarminad The
owarall riek apielte Tamewors @ calbraled on an annual basls A ecvisages e establahkment of
maximum riak klarance limits, These riss lolsarce lnits ore S0l accoding % e economic and soaca!
enwiranment in which JSCH "EXIMBANK' carmies out it actrty 15 wel as *he o agres to whizh the chiecives
hemve ben met in e past. in order o Achave e obinctives, sot by e Bus rass strategy

Al docisions, whathar nperatinnal rr erslagic. with sn impas as the astivly performad by JECE
EXIMBANST neneszary al the level of 2l stucierss s stbondinated to the 1=+ (Ceranty limnits aslnk-chad
in the overall risk appeiie Famework ensuring the contngily of Bari's ety

m ordar o wosen the Bank's busines sondngly, e ek ioleranoe bmos ostakshod within she rak appette
fromawark are communicated o fhe cpemative (olevant) sauctanes snd 0 J05ed indo TEiple SyBiEmd
ushd In corrying cut the Bark's sctvity, so as [0 g palmEnent monitedieg of exposyres on diferent
saciore of ackivly. types of preducss used. counmrparies curencies, crodityorthingss, ete

Tra key midicators that show the way risss are managed wiher e Busk g5 o 30 05,2021 are as lnlows.
Copital Asagusey

| Total owm funds - S768.543.218 et
: HiskWaighied Assets 230,255,554 e
|_Tuhl awn Linds falic &5 B
Liguiddy:
| Principla | of bauldity (fong-term iquidty) a.79
' Preciple 1 o iquidity {shars-borrs Uguinity 70
| Princple 5 of igusity (short-tarm huidity) |
_I L 1 month 233
1-3 months 11388
3-6 months 58
| 6-12 manths ha T
ower 12 manths s
th-iﬂl Coverage Habo : RCH :13.1‘5

Chalrmar af the Doard of Direciors of JSCUYEXMBAMK®, g
Massime Laines &
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Annex 5 Statement of the management body regarding the adequacy of
the risk management framewark within JECB EXIMBANK"

Heraby, the corporata bogy of JSCH “EXIRRANK guasnises e sdagquacy of thy auning apttems usad
far risk management n e actwity camied oul by JSOB "EXIMBANK, The sxisting ras Mgt
Systams @re appropriate ko the risk profis and slategy miopied by JSC0 'L XIMBANK

Thecorporate body guarantoes the comaliance of calbyation of ek ManEge et syaiems vl the Natenal
Bank of Moldova lagig'ation in force such @s e Regution un baneing acivity managemant famensk
na. 322 frome20, V214

Chairman of the Board of Directors of JSCEEXIMBANK "

Massimo Lanza
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SERTION

Tre unoersigned Marco Santing, General Mansaer of JSCB "EXIMBANK" satty cartfied et the

pubicatons geowicas under Chaplar VI of the NBM Regulaton no. 1382020 have Deen prepared in
sctofdance with tha ntemal confrol processes of JSOU EXIMBANK, 25 we l.aswll;rf"'h-: rogulrsments o

Chapter Vil of the NBM Regulations no 15320710 !

Goneral Manager of J5CESXMEBANK BL
Marco Santini Feg
MENTION
The undersigned Chairperson of the Besrd of JSOB "EXBBANK" nomsy CorSlies that the publcsians

provegid undar Chaglor Vil of fhe %BM Reguiatos no. 10872020 have been propares in acoordsnoe wiin
theinlarnel control processes of JSCB "EXMIRANIC, as well 25 wiin [he reqeuements of Chaploer V11 of the
WO Regulstien no. 148rz020,

Chalrman of the Board of Direclars of JACE EXIMEANK™, R
Massimo Lanza ¢ e SR,




