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Responsibility and trust –
values needed now and in future
Valeri Belokon, Chairperson of the Supervisory Board, shareholder

As regards assessment of year 2020, I would like to emphasise two
equally important processes which form and develop our land and
will continue affecting everybody of us. One of these processes is
related to our joint future, attitude to the climate and the
environment where we will live. The other is related to the past
origins which have made us strong and allowed developing into
a strong country with good development potential.
Speaking about categories of future, in particular, the personal
future of everybody of us, the future of the state and the whole
planet, we inevitably have to think about the values like
responsibility and trust. The change, which we have to implement
in our live by common effort within the context of saving the
climate, cannot be achieved without responsible attitude.
Sustainable thinking and serious attitude towards saving the climate
is not just a “matter of fashion". This is the matter of our survival.
The more we understand it, the more responsible the actions
of every person, company, city and state will be.
In order to reach agreement on sustainability as our common
overarching goal within broad society, we cannot do without
mutual trust among ourselves, trust to the science, responsible
media and statesmen.
Therefore, change for the good is only possible if we can believe
in ourselves and people around us, as well as if we are truly
responsible in our daily actions. It is important to be aware that
everybody of us has a role in this story of the climate change, that
this is not the matter of “governments", abstract institutions or
environment protectors.
The Bank has defined responsibility in business processes,

investments, selection of cooperation partners and other areas
as its overarching goal. Our contribution to implementation of the
sustainability principles is both direct, for example, by providing
funding to sustainable projects, and indirect by educating our
clients and partners.
Thinking about the other important process, i. e. our origins,
I would like to emphasise that we can only understand our own
identity and feel belonging to this culture space when we are fully
aware of the past events and processes having formed the
European culture and society. This is an important aspect
promoting mutual understanding, reducing division and providing
favourable environment for being able to trust.
This is why the bank has been supporting culture projects since its
foundation by focusing special attention to literature and historical
developments. In particular one project concluded in autumn 2020
deserves to be mentioned with special pride. In the result of joint
work of several institutions and authors, a unique book “Family
Coats of Arms in Contemporary Latvia” was published, involving
many families living in Latvia and worldwide in its preparation
process.
There are two books and it is the first time in the heraldry history
of Latvia when descriptions and images of coats of arms of 97
families and seven religious persons, as well as the glossary of
heraldry terms has been compiled. This is an important project
of studying the past of Latvia and telling the world and also
ourselves about our culture. This is the basis, consisting of
introspection and self-awareness, on which strong nation
possessing healthy self-confidence can develop.

Sustainability: an approach paying off
with a margin
Viktors Bolbats, Chairperson of the Board

Year 2020 was particularly challenging and saturated for our Bank.
Starting from implementation of a new Internet banking and up to
obtaining the status of a European Company (Societas Europaea)
and several important support projects in culture; as we look back
to achievements in many areas, it seems that the pandemic has not
been able to stop us from implementing our plans. The
sustainability approach, cutting across each and every activity and
process we do and creating the reputation of a responsible Bank,
has been among the factors having helped and helped the Bank to
secure its development. Similar to all the corporate world, the
pandemic wave initially caused confusion, as this was the first
experience of this kind. Still, I would like to praise the united and
selfless team - the transition to the remote customer service,
remote working by complying with all the strict legal requirements
on monitoring was a challenge, and we managed it very successfully.
It was during the period of the pandemic restrictions, in summer
2020, when the Bank offered a completely new on-line banking
system to its clients and under the new circumstances this became
an important take-off point for business expansion.
A few important indices describing our operations and attesting
that we have focused on implementing our business goals we had
set for 2020, as well as the ones defined by the Bank’s business
strategy for 2022.
The Bank succeeded at increasing the interest of local
entrepreneurs in its products and services, and we convincingly
continued increasing the number of domestic clients. Latvian
private individuals or legal entities accounted for more than a half
(56%) of active clients in the Bank’s portfolio in 2020 (50% in
2019).
The transformation from a shareholding company to the European
Company became the most important event of 2020. This change
was aimed at strengthening the international dimension and

promoting our recognition in the European Union. We continued
investing in improving and developing the infrastructure of
information technologies and the internal control system as well as
improving and developing the personnel competences in 2020.
These investments provided important values: In 2020 we were
declared the best digital bank in Latvia (the competition “World’s
Best Digital Bank Awards 2020” of the “Global Finance”). The Bank
received the highest, i.e. Platinum award in the Sustainability Index
for the second consecutive year, confirming our diligent work in
implementing sustainability principles.
In 2020 we joined the association of startups “Startin.lv”, thus
appreciating their role in development of the national economy
and recognising the importance of providing support to this sector,
as well as seeing the perspective of joint work. We also continued
being active supporters of the Latvian culture life and social
projects. Traditionally, we were the partner of the Annual Latvian
Literary Award (LaLiGaBa), continued working in the Reading
promotion project “Bibliotēka” [Library]. The unique book “Family
Coats of Arms in Contemporary Latvia”, devoted to family coats
of arms registered in Latvia, was published in 2020 with the Bank’s
support. The Bank continued the work of renovation of the
historical Kalēju Quarter in Old Riga.
Implementation of ESG (Environmental. Social. Governance)
principles cuts across all the Bank’s activities - starting from
personnel training to customer service, educating our cooperation
partners and application of sustainability criteria in financing of
various projects. The approach, the implementation of which was
started by the Bank several years ago, is “paying back” now in both
personnel recruitment and motivation, as well as attraction of
domestic and international cooperation partners for whom
sustainability has become a basic factor in planning business
development.

Sustainability as a superior value
Dace Dūklava-Kokina, Head of Strategic and Business Development

The world is divided in two parts - prior to and post year 2020.
This year became the boundary line due to expansion of the
pandemic, various restrictions, lockdown and remote working,
therefore it is extremely difficult to compare, for example,
consumption of resources at the time when we were all working in
the office and the current period. Reduction of the consumption of
electricity, water, paper and other resources is a valuable gain,
however, these data should be assessed within the context of the
new situation.
It is possible that the issue of consumption of resources should be
viewed broader in future by considering not only change of
consumption in the office, but also development of the
consumption by every employee.
It is important to preserve the gains of remote working reflected
by our consumption (for example, we consume much less paper
now), however, at the same time we should understand that it will
not be possible to secure annual reduction of the total
consumption of resources as the economy develops. Changes in
the balance of these resources need to be continued by choosing
more sustainable energy sources, modern energy efficiency and
mobility solutions.
External restrictions also caused another challenge, in particular,
how it would be possible to preserve all the good and valuable
things established as annual traditions in the teams of companies
and institutions. For example, involvement of employees in the Big
Clean-up and various charity events, which were not possible
according to the usual format due to restrictions. Personnel
management issues and emotional link to the Bank was among the
directions we focused on in the management competence
development program started in 2020. Managers gained valuable

knowledge applicable in particular for the remote working
conditions. Strengthening of the Board of the Bank should be
pointed out as a major factor in the field of management: Dr. oec.
Edgars Voļskis joined the management team of the Bank in 2020
and is in charge of the Bank’s financial operations and related
matters, as well as development of business and information
technologies.
The Bank continued a range of major projects in the social field. In
2020 we organised the exhibition “Family Book” and concluded
the work at the unique book in Latvia “Family Coats of Arms in
Contemporary Latvia” having lasted for several years. The Bank is a
long-term supporter of the Latvian literature: In 2020 we
continued cooperation with the Annual Latvian Literature Award
and produced video stories within the scope of the reading
promotion project “Mana bibliotēka” [My Library].
The finance market regulator on the European level has set the
requirement to provide information concerning achievements in
the ESG area since some time ago, thus marking the common
direction of the society towards sustainability as a constituent of
our daily life. The area of finance is just one of many speaking
about sustainability by educating entrepreneurs and broader
society. Others are gradually joining this “movement” (the annual
increase of the participants of the “Sustainability Index” is a
valuable indicator thereof), as sustainability is both a responsible
approach and also profitable over long-term. The corporate
reputation is increasingly dependent on the level of integration of
ESG principles in operation of companies. Today we also feel this
in the daily work of the Bank by attracting new cooperation
partners and starting new projects. This change of thinking has
been particularly visible during recent years.

Biggest challenge –
maintaining the emotional link with employees
Inga Auziņa, Head of Human Resources Management

Year 2020 brought several completely new challenges in human resources
management - remote working, which we faced as a long-term operational
mode for the first time, made us to restructure several directions of the
personnel training, motivation, integration with the Bank’s team and other
aspects.
Before the pandemic the Bank used the remote working mode on very
restricted basis, however, in spring 2020 we had to change from working in
the office to remote working within a few days. In the beginning employees
even enjoyed the new form of working providing an opportunity to work
from home, however, in summer 2020 the first opinions emerged about
how much people were missing their usual teams. Colleagues, managers,
the office environment. Many admitted that they would prefer splitting
working in the office and working remotely.
In order to understand how stable and productive relationship with
employees can be created we organised training and workshops for
managers in 2020. This helped all of us to jointly understand the new
working conditions and to accept them as a long-term phenomenon that
we have to live with and not as a short-term inconvenience. Suddenly,
there were no usual morning coffee breaks with colleagues to discuss the
news. Working according to this model is not a self-evident skill, this had to
be mastered. This was emotionally challenging time for many as caused by
the lack of clarity and concerns about evolving epidemic and its effect on
our daily life. We took this into account and were trying to strengthen the
feeling of security in employees by supplementing the personnel health
insurance and providing various support measures.
The ability of organisations to maintain the emotional link with employees
emerged as the main challenge of HR professionals globally in 2020.
This challenge is still there. We are trying to make this link stronger by
engaging in valuable and long-standing processes together. We pleased
employee children who were allowed to come to the bank in summer
months of 2020 and spend quality time there at a specially arranged room
in activities led by teachers. Children also had an opportunity to visit
museums in Riga and stay together when usual school trips were cancelled.
Employee training programs were continued during the whole year. The
remote working mode made these programs even more accessible for
many employees.

Remote working mode – opportunities
for development and new risks
Natalija Bolsakova, Head of Compliance Departmen

The “new reality” of 2020 related to the restrictions caused by the
pandemic forced the Bank to review and modify several internal
processes. The Bank employees started performing daily tasks from
home, which restricted use of various resources and created new
HR management challenges, as well as made the management team
to introduce new competences and approaches.
As regards regulation of the financial sector, we received a range of
recommendations from the European Commission concerning the
risk analysis of the daily operation of the Bank. The concept
“continued operation” became important meaning provision of
operation in various crisis situations, for instance, if the pandemic
affects the company management or a large part of employees.
This became a new challenge, however, in cooperation with
colleagues, we quickly introduced the necessary risk analysis and
restriction processes.
Another important area of change is related to customer service,
which took place remotely for a long time in 2020. Continued
operation was important also in this regard, as we became more
dependent on technologies. Therefore, several stress tests of major
risks were performed in 2020 revealing the areas where we are
prepared and the ones where our internal processes still need to

be improved.
As the finance sector was busy adapting to the new remote
working conditions, the European Commission was forthcoming
and postponed several deadlines for implementation of new
regulation requirements in 2020. This included, for example,
extension of the deadline for requirements on submission of
reports on cross-border schemes and financial accounts. The
concept of sustainability became increasingly important on the
level of the Latvian and European legislators, therefore the finance
sector not only takes care of its management and resource
consumption, but also provides important contribution to
educating its clients and partners regarding the matters of ESG
approach.
Year 2020 can be evaluated as the moment of opportunity
regarding personnel training. There were much more opportunities
to attend online workshops, conferences, to participate in training
programs and our colleagues actively used those. The Bank has
used this time for improving its efficiency. For example, the process
of approval of internal rules, which was done on paper before,
takes place electronically now.

Year 2020 became a new development stage for our Bank from
the quality point of view. In the second half of the year the Bank
returned to the lending marked by focusing in particular to providing financing to the Latvian national economy and small and
medium companies. The demand for financing various projects and
ideas was surprisingly high, and until the end of the year we had
agreed on issue of loans in the amount of more than 18 million
euro. This amount may seem not very big, however, it should be
remembered that the Bank is very carefully assessing the viability of
every business project. Moreover, we assess potential financing
projects also from the point of view of the sustainability and ESG
principles defined by the Bank.
During working on the financial market since 1997, I have experienced its various development stages. It is often quite a complicated task for entrepreneurs developing a business idea or expanding
their current business to persuade any of the “big banks” regarding
the viability of their idea. It is not because the idea is bad, but there
is often too much bureaucracy in financing, the approach to the
clients’ needs becomes formal. Our "trump” and opportunity is the
fast response, which is particularly important for entrepreneurs.
We are the Bank of domestic capital, therefore our major opportunity is to listen to entrepreneurs, to understand details of their idea
and to assess it from the point of view of professional finance
experts. We view the possibility to lend not only as support to the
business sector, but also as a contribution to the national economy
as a whole. By creating new companies and expanding existing
ones we finance creation of new jobs. I highly appreciate the
initiated cooperation with ALTUM allowing diversification of risks in
financing.
Latvian private individuals or legal entities accounted for more than
a half (56%) of active clients in 2020. Being a domestic bank, we
can understand the needs of the domestic business better and
meet with entrepreneurs at the management level of the Bank. This
also applies to sustainability and ESG matters, as it is possible to
educate domestic entrepreneurs by speaking with them in an
understandable manner and according to their business context.
Therefore, the Bank’s contribution, by assessing projects from ESG
point of view, by discussing sustainability matters with business
managers, is initiation of changes important for the society. This will
be maintained as one of our priorities also in future.

Considerable focus
on the Latvian national
economy in lending
Ģirts Straujums, Head of Lending and Corporate Finance

Time of change in investments:
ESG becomes a self-evident requirement
Boriss Ļusins, Head of Individual Asset Management and Broker Services

Year 2020 can be viewed as the turning point in the attitude
towards sustainability matters among broader society. Expanding
beyond the borders of a comparatively narrow group of
entrepreneurs, environment experts, science representatives,
sustainability became a leading and comprehensive trend. This, of
course, had the most direct effect on investment, as ESG became a
set of self-evident criteria considered by investors all over the
world in relation to their investments.
Approximately five years ago, when the Chairperson of the
Supervisory Board and the main shareholder of our Bank proposed
the idea of implementing ESG principles in the Bank’s operations
and procedures, the team perceived this with a certain degree of
scepticism. Like any change making one to think and act in a
different way. It was clear that this will require a lot of time and
energy, however, we noticed soon that ESG approach had become
a leading-motive in investment. Global investors started focusing
attention to the level of sustainability of a company, to the degree
of its responsibility towards its personnel, environment and climate.
Whether it is managed transparently. Therefore we implemented
the ESG criterion in evaluation of the investment portfolios of the
Bank and also our clients. We started selecting companies in whose
operations responsible attitude was seen for making investments
there.

In the beginning these assessments were an internal document of
the Bank, and in 2020 we made these assessments available to
clients (every client sees the degree of compliance of its investment
to ESG principles). Later, when the European Commission adopted
the decision to introduce ESG criteria in investment as a
mandatory requirement, we had already implemented and had
been using this initiative for several years. As we had implemented
this approach in due time, we obtained certain advantages over
our competitors because the Bank already had approbated
processes, which others started developing in 2020.
Another important change related to 2019 and 2020 is that
sustainable investments became profitable for the first time. Of
course, there were exceptions, however, generally this type of
investments was earlier viewed as a future challenge with doubtful
profit possibilities. As the attitude of the society changed, people
started showing interest in investment for more secure and cleaner
future, and the profitability of investment with the sustainability
contribution increased. Presence of sustainability in all investments
had become self-evident by the end of 2020. Both in car
manufacturing re-focusing to electric cars, as well as in companies
working in the field of renewable energy, and even in oil extraction
companies, where the core business is not (cannot be)
environmentally friendly, everybody is trying to minimise harm and
to compensate it in other fields of operation.

Improvement of the business ethics continued
Anda Saukāne, Board Member

Employees of the Customer Supervision Department (CSD) are
aware that they are responsible for compliance with the anti
money-laundering and contra terrorism and proliferation financing
law (AMLCTPF) and risk management by assuring that the relations
of the Bank’s clients, employees and suppliers are based on clearly
defined and actually applied professional ethics and morale
standards. CSD, being the AMLCTF risk management structure of
the Bank and the so called second line defence, operates by
following valid legal acts and ethics standards. CSD personnel
performs all the actions defined by the law within their scope of
competence to prevent criminal acts and acts by dishonest
employees, clients and cooperation partners. CSD participates in
processes ensuring that the Bank implements zero tolerance policy
against criminal offences, in particular, financial crimes and
corruption. CSD follows and applies high compliance cultures
standards, cooperates in good faith with law enforcement
authorities, finds violations and eliminates them.
The Bank takes care to ensure that relations between clients and
the Bank are fair. We provide information to clients not only about
our products and services, but also notify them regarding
requirements arising from the AML/ CTPF Law and subordinate
regulations, as well as the best practice recommendations. The
professionalism of CSD employees, the skill of interpreting the
strict provisions of the AML/ CTPF Law and to explain them to the
employees interacting with clients is particularly important in this
work.
In 2020 we continued implementing “Know your customer” (KYC)
measures in order to gain assurance that the Bank is not used for
money laundering, terrorism or proliferation financing or bypassing
or breaching of international sanctions. The Bank continued active
supporting of the fight against money laundering, terrorism and
proliferation financing, followed international financial sanctions,
refrained from assuming risks it was not able to manage effectively.
The work of implementation of the risk-based approach, allowing
to perform systematic due diligence of clients in compliance with
the risk level, was continued in 2020. Recommendations of the
Financial and Capital Market Commission No. 100
“Recommendations for development of the internal control system

of management of the risk of money laundering and terrorism and
proliferation financing and sanctions” served as an important start
of implementation of this approach (the so called “AML
Handbook”). Regulations were developed in cooperation with
industry experts and aimed at promoting implementation of the
risk-based approach, they entered into force on 17 July 2020. Thus,
the Bank benefited from a clearer explanation for application of
regulatory enactments, allowing to reduce the burden of formal
requirements in cooperation with clients.
Implementation of the risk-based approach is based on the AML/
CTPF/ Sanction risk assessment of the Bank for year 2020, which
was performed by us in compliance with the requirement of
Section 6 of AML/ CTPF Law (defines the requirement to consider
risks identified in the EU AML/ CTPF risk assessment, the national
AML/ CTPF Report), as well as taking into account and evaluating
other actual risks inherent to the Bank’s operations. This allows
improving the Bank’s internal control system for AML/CTPF/
Sanction risk management by following the risk-based approach
which is efficient and developed
compliant not only by form, but by content and substance. The
risk-based approach means doing less and doing it more efficiently
and in a better targeted manner, by using available resources to
prevent the possibility of the Bank being involved in money
laundering or attempts thereof.
Considering that COVID-19 has directly led to banks using remote
identification of clients increasingly often, CSD jointly with the
Business Development Department of the Bank started working
on implementation of the tool of remote identification of clients in
2020 (in cooperation with the Lithuanian company Ondato). The
work is being performed in compliance with the Cabinet
Regulations on remote identification, as well as by evaluating the
best practice in application of remote identification.
By developing its skills and experience, CSD cooperates with and
provides information to state authorities according to the
procedure defined by laws and regulations.
Voluntary information exchange between the public and private
sector is encouraged, as far as it does not violate legal provisions. In
2020 the CSD employees have not only improved their own

knowledge in the area of AML/CTPF/ sanction risk management by
participating in thematic events organised by FNA, FIU and SRS,
but also shared their experience and knowledge with the Bank
employees on all levels by organising training on topicalities in the
legal regulation in the area of AML/CTPF/ sanction risk
management, as well as by analysing practical examples (case
studies).
Transformation of the Bank into a European Company (SE) was
another topicality of year 2020 and this was done to strengthen
the Bank’s corporative administration model by securing the
advantages of a European Company for our Bank, like involvement
of employees in adopting major decisions and the possibility of less
restricted change of the business residence to another country.
The transition was important to be able to follow the most recent
trends in the area of corporate law and to secure an opportunity
for the Bank to move its headquarters to another country, if it was
necessary.
The Bank’s principles of operation in the area of AML/CTPF
remained unchanged in 2020:
• Following the best compliance standards.
• Zero tolerance to financial crime.
• Implementation of a sustainable business model at the Bank.
• Compliance with the AML/ CTPF Law requirements.
• Application of the FCMC regulations and recommendations.
• Implementation of the best practice guidelines of the Latvian
banks.
• Compliance with the requirements of the EU AML Fifth
Directive and FATF guidelines.

Accomplishments
in the field of ESG in 2020
Environment
• Failed bulbs were replaced with LED bulbs. A movement
detector installed for switching on/ off the lighting.
• 100% ecologic cleaning agents are used for cleaning solid
surfaces (floors, windows, sanitary facilities)
• Waste is sorted and delivered for re-cycling accordingly.
• “Green” electricity is purchased
(generated from renewable sources).
• Reduction of CO2 emissions by 9%.
• Total reduction of water consumption by 11%.
• Total reduction of electricity consumption by 10%.
• Total reduction of paper consumption by 23.9%.
• The environment policy of the Bank has been updated
Social area
• Organisation of the exhibition “Family Book” and
publication of the book “Family Coats of Arms in
Contemporary Latvia”.
• Continued support to the project Manabiblioteka.lv to
encourage students and the society to read. Production of
video series “Getting into Love with a Book".
• The Bank has been supporting the Annual Latvian
Literature Award for several years.
• The Bank invited to participate in the charity campaign
“Tabitas sirds” by acquiring and donating daily necessary items
to persons in need.
• The Bank organised a trip to the animal shelter “Ulubele”.
Various donated necessary materials were delivered to the
shelter and our employees took four-legged friends for a
walk.
• The Shadow Day was organised at the Bank.
• During the summer holidays the Bank organised the “Kids’
Summer at the Bank", when employees could take their
children with them to the Bank.

• In 2020 the Bank provided two internship placements.
• Due to the restrictions applicable in the country, it was not
possible to organise the annual Big Cleanup, however,
employees and their families were encouraged to do cleanup
in their own neighbourhood.
• Educating materials concerning sustainable solutions and
maintenance of the employee emotional health were
published for the employees.
• The Bank insured its employees against Covid-19 accidents.
• The Bank organised the team-building event “Winter Day
2020” for its personnel and their families.
• The Bank supported its employees participating in the
forest running event “Cēsu eco trail 2020".
• The Bank also supported its football team participating in
the “Latvian Corporate Championship of Indoor Football".
Management
• Reporting and openness (Annual Report and ESG Report
published on the Bank’s website).
• Transparency (financial accounts are audited and published,
accessibility of information for the regulator and the stock
exchange is provided, the Bank provides information about
events to mass media).
• Compliance with better corporate governance practice by
implementing the good governance practice and arrangement
of internal processes, several events/ projects were
implemented and started:
• The Bank has become the European Company (SE) for the
purpose of promoting international recognition and
strengthening the Bank’s identity in the international
environment.
• The project of the management competence development
program was initiated in 2020 and is continued.
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