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Opinion

[l] We have audited the accompanying individual financial statements of BC ENERGBANK S.A.
(hereinafter referred to as ("the Bank"), which comprise the individual statement of financial position
as at December 31,2020 and the individual statement of comprehensive income, statement of changes
in equity and cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

[2] In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Bank as at December3l,2020,and its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

[3] We conducted our audit in accordance with Intemational Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Bank in accordance
with the Intemational Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants (IESBA Code) together with the ethical requirements that are relevant to our audit of the
financial statements in the Republic of Moldova, and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern

[a] As a result of the evaluation and transparency policy of shareholders of the licensed banks, National
Bank of Moldova stated that a group of persons are acting in concert in relation to BC ENERGBANK
S.A. Therefore, we draw attention to Note 2.2 (ii) "Going concern", which highlights that: National
Bank of Moldova suspended the exercise rights of 81.04o/o of existing shareholders and took over
temporarily Bank's administration in accordance with Law RM no.20212017. Subsequently, the bank
bought-back 49 .43% of those shares and registered them as treasury shares (9 .60/o were bought back in
2020 and39.83% were bought back in March 2021). According to the same law, the bank must sell or
cancel the treasury shares during a three-year period. Based on bank's estimations the purchase of the
treasury shares will not affect its capital adequacy ratios in the next three years. However, the Bank's
ability to meet its capital adequacy, cannot be assured, while additional uncertainties exist associated
with (a) the current economic situation in Moldova mainly due to the COVID-19 pandemic, and (b) the

successful outcome of the process that has to be initiated for the identification of a prospective investor.
Accordingly, these conditions indicate the existence of a material uncertainty that may cast significant
doubt on Bank's ability to continue as a going concern. The accompanying financial statements do not
include any adjustments relating to the recoverability and classification of the recorded asset amounts,
the amounts and classification of liabilities or any other adjustments that might result should the Bank
be unable to continue as a going concern. Our opinion is not modified in respect of this matter.

ADVISORY ' ASSURANCE . TAx

tCS Baker Tilly Klitou & Partners SRL trading as Baker Tilly rs a member of the global network of Baker Tilly lnternational Ltd., the

members of which are separate and independent legal entities.
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Emphasis of Matter

t5l We draw attention to Note 38 of the Financial Statements, which describes the Information Technology
Environment (IT) and related Contols of the Bank. The note discloses the current situation, impact
and action plan going forward with regards to addressing all identified risks that relate to the IT
Environment and Controls. Our opinion is not modified in respect of this matter.

Key Audit Matters

t6] Key audit matters are those matters that, in our professional judgment, were of most sigrrificance in
our audit of the financial statements of the current period. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Key audi t  mat t er Audit approach
Allowance for impairment of loans to customers
Refer to Note 6.

The Bank has developed a complex model which
uses statistical data and input parameters
obtained from internal and extemal sources to
calculate the expected credit losses ("ECL") on
its loans and advances to customers. The
application of these models for calculating the
ECLs, requires significant judgements and
estimates from management.

As described in note 6 to the financial statements,
the Bank has recorded as at December 31,2020
expected credit losses on loans to customers
amounting to MDL'000 56,150.

In accordance with the requirements of IFRS 9
Financial Instruments, the Bank distinguishes
three stages of impairment, where the criteria for
classification to individual stages are based on an
assessment of the objective characteristics of
loans and the relevant debtors and subjective
judgments of the Bank.

The ECLS are calculated using available
historical data and anticipated future
development determined using macroeconomic
indicators.

The statistical models used are based on the
probability of default and the estimated amount
of the loss given default. Input data for the model
and the calculation methodology and its
comprehensiveness depend on the judgment of
Bank's management.

In order to obtain suffrcient audit evidence during our
audit, we obtained an understanding ofthe processes
for calculation of impairment of loans, applied by the
Bank. During this process:

a) We assessed the adequacy of the policies,
procedures and implemented contols in the process,
in order to design our procedures in such way as to
be able to address the risks of material misstatement
in this area.

b) We assessed the adequacy of the methodology
used by the Bank to identifu loan impairment and
calculate ECLs for the significant loan portfolios.
c) We tested the design and operating effectiveness
of key controls management of the Bank has
established over the impairment assessment
processes. The testing focused on controls related to:
- timely identification of significant increase in

credit risk and correct classification of loans to
corresponding impairment stages,

- regular client creditworthiness review processes,

- approval ofexperts' collateral valuation,
- management review and approval of the

impairment evaluation results.

d) We involved auditor's experts in the areas which
required specifi c expertise.

We reviewed the quality ofthe historical data used in
the computation of the risk parameters and
recalculated the ECLs on a sample of exposures
based on the risk pararneters resulted from the
models. On a sample of exposures, we evaluated the
appropriateness of impairment methodologies and
their application.



Kev audit matter Audit apnroach
Allowance for impairment of loans to customer
We determined this to be a key audit matter due
to the significant judgement exercised by
management and the complexity in making the
estimate including:

The interpretation and assumptions used

to build the model for ECLs.
The completeness and accuracy of the

data used to calculate ECLs.
The assumptions and judgments, with
regards to identifuing quantirying loans
impairment.

The allocation of loans and advances

from customers to stages, as per the

criteria of the standard.

a)

b)

C)

d)

e) We formed an independent view on the levels of
impairment allowances required by examining
available external and intemal information.

f) We performed detailed substantive procedures on
a sample of loans in order to verifo the classification
of loans and to identifu any indications for
impairment and whether additional allowances for
ECLs should be recorded.

g) We applied our professional judgment to assess

the inputs used in the calculation of impairment
losses and compared our assessment to the estimates
applied by the Bank.

h) We analyzed the financial condition of the

borrowers and inquired about any breaches of
contracts and/ or changes from the original terms and

conditions of the contract. We have considered the
impact of the current economic conditions, the
valuation of collaterals, and other factors that may
affect the recoverability of loans.

i) We assessed the completeness, appropriateness
and adequacy of the disclosures in the Bank's
financial statements with regard to the measurement
ofloans.

e bakerdl l y

Responsibilities of Management and Those Charged with Governance for the Financial Statements

[7] Management of the Bank is responsible for the preparation and fair presentation of the financial
statements in accordance with the International Financial Reporting Standards (IFRS's) and related
regulations and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
erTor.

[8] In preparing the financial statements, management is responsible for evaluating the Bank's ability to
continue as a going concem, for disclosure, as applicable, matters related to going concern and using
the going concem basis of accounting unless management either intends to liquidate the Bank or to
cease operations, or has no realistic alternative but to do so.

Those charged with govemance are responsible for overseeing the Bank's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

[9] Our objectives are to obtain reasonable assurance about whether the financial statements are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level ofassurance but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or aggregated, they could
reasonably be expected to influence the economic decisions of users taken based on these financial
statements.
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[0] As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identifu and assess the risks of material misstatement of the financial statements, whether due
to fraud or elror, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
elror, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of intemal control.

Obtain an understanding of intemal controls relevant to the audit to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Bank's internal control.

o Evaluate the appropriateness ofaccounting policies used and the reasonableness ofaccounting
estimates and related disclosures made by management.

o Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Bank's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor's report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modiff our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause
the Bank to cease to continue as a going concern.

r Evaluate the overall presentation, structure, and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Report on Other Legal and Regulatory Requirements

I I I ] The Management is responsible for preparation and presentation of the other information. The other
information comprises the President' report but does not include the financial statements and our
auditors report thereon.

Our opinion on the financial statements does not cover the other information and, unless otherwise
explicitly mentioned in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements for the year ended December 31,2020, our
responsibility is to read the other information and, in doing so, consider whether the other information
is materially inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

With respect to the President's report, we read and report if this has been prepared, in all material
respects, in accordance with the article 23 from the Accounting and Financial Reporting Law
m.28712017.

On the sole basis of the procedures performed within the audit of the financial statements, in our
opinion:

a) the information included in the president' report for the financial year for which the financial
statements have been prepared are consistent, in all material respects, with these financial
statements;
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b) the president' report has been prepared, in all material respects, in accordance with the
article 23 from the Accounting and Financial Reporting Law w.28712017.

Moreover, based on our knowledge and understanding concerning the Bank and its environment gained
during the audit on the financial statements prepared as at December 31,2020,we are required to report
if we have identified a material misstatement of this President's report. We have nothing to report in
this regard.

[2] We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identifu during our audit.

[13] We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

[4] From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor's report unless law or regulation
prohibits public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Alexandr Polomosnih.

May 31, 2021

on behal f of
ICS Baker Tilly Klitou
65 Stefan cel Mare si
Office 715, Chisinau

Audi t  Li ccnsc: General  Audi t  ScŒÜcs A MMI I No
056038 of 13 Scpt ember 2007, val i d unt i l
Scpt embcr 13, 2022

Alexandr Polomosnih

Li censcd Audi t or
Cert i f l cat c of Qual i f l cat i on of Audi t ors of

Fi nanci al  l nst i t ut i ons SeHcs AI F 0014 of ApŒÜ1

12, 2012
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BC ENERGBANK SA
I NDI VI DUAL STATEPI ENT OF FI NANCI AL POSI T10N
As at  31 Decel nber 2020

Notes 2020

PI DL' 000
2019

DI DL' 000
ASSETS
Cash and balances with National Bank

Current accounts and deposits with banks

Financial assets at amortized cost

Loans, net

Financial assets at fair value thorough other comprehensive income

Intangible assets

Property and equipment and right-of-use assets

Current income tax asset

Deferred income tax asset

Other assets

Total assets

LIABILITIES
Due to customers

Other borrowings

Other liabilities

Deferred tax liabilities

Total liabilities

Shareholdersr equity

Share capital

Treasury shares

Financial assets revaluation reserves

Other reserves

Retained earnings

Total shareholders' equity

Total liabilities and shareholders' equity

‚R•@‚S•@

‚T•@‚U•@

‚V•@‚W•@‚X

937, 465

140, 432

943, 349

724, 317

1, 637

11, 535

130, 916

1, 257

854

25, 534

868, 960

91, 293

503, 867

881, 447

1, 829

6, 463

137, 105

1, 387

38, 91810

21917, 296 2, 531, 269

11

12

13

14

2, 113, 210

53, 774

40, 790

3, 851

1, 748, 080

79, 430

23, 614

3, 979

2, 211. 625 19855. 103

15

15

16

100, 000

( 9, 604)

16, 706

117, 066

481, 503

100, 000

16, 877

133, 760

425, 529

705, 671 67—•66

2, 917, 296      2, 531, 269

The accompanying notes are an integral part of these individual financial statements.

The individual financial statements were authorizedfor issue as at May 31,2021 by the Executives of the

Bank represented by:

President

Mr. Iurii Vasilachi



BC ENERGBANK SA
I NDI VI DUAL STATEMENT OF CO‡WI PREHENSI VE I NCOPI E
For t he Year Ended 31 December 2020

Interest and similar income
Interest expense and similar charges

Net interest and similar income

Fee and commission income
Fee and commission expense

Net fee and commission income

Financial income, net

Other operating income, net

Total operating income

Income/(Loss) from impairment of loans

Impairment of receivables and other assets

Net operating income

Personnel expenses

General and administrative expenses

Depreciation and amortization expenses

Total operating expenses

Profit before tax

Income tax expense

Profit for the year

Other comprehensive income
Items which could be reclassifted in the proJit or loss account
during the following periods

Losses from financial assets at fair value through other

comprehensive income

Total comprehensive losses for the year

Statement of comprehensive income for the year

Earnings per share (MDL per share)

117, 657 135, 645

( 28, 616)       ( 32, 462)
89, 041 103, 183

56, 550         56, 594

( 13, 910)        ( 12, 319)
42, 640 44, 275

39, 020

533
56, 238

1, 565

189, 484 187, 011

( 4, 767)          ( 567)
( 2, 817)        ( 3, 830)

181, 900        182, 614

( 92, 052)       ( 87, 452)
( 31, 942)       ( 32, 236)
( 11, 109)        ( 10, 004)

( 135, 103) ( 129, 692)

Notes

20

20

2t
2l

22

23

6

2020
BI DL' 000

2019
‡ WI DL' 000

‚S

•@
‚T•@‚U

‚Q•@‚Q•@‚Q

14

46, 797

( 2, 398)

52, 922

( 5, 445)

44, 399 47, 477

( 99) ( 191)

( 99)   ( 191)

44, 300         47, 286

24. 56

The accompanying notes are an integral part of these individual financial statements'

The individual financial statements were authorized for issue as at May 31,2021by the Executives of the Bank

represented by:

President

Mr. Iurii Vasilachi

31 23. 74

Chief Accountant
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BC ENERGBANK SA
I NDI VI DUAL STATEPI ENT OF CASH FLOWS
For t he Year Ended 31 December 2020

Notes

Profit for the year
Adj ustments for non-monetary items
Depreciation and amortization
Losses on disposal of property and equipment

Impairment of financial assets

Interest receipts

Interest payments

Loans and securities amortized cost adjustments

Revaluation of property and equipment

Income tax

Cash flows before working capital changes

(Increase) / decreqse ofoperating assets:

Current accounts and due from NBM
Securities over 90 days

Loans

Other assets

Increase /(decrease) of operating liabilities :

Due to customers

Other liabilities

Net cash from operating activities before income tax

Income tax paid

Net cash from operating activities

Cash flows from investing activities
Payments related to property and equipment

Purchase of intangible assets

Gains on disposal of shares

Net cash from investing activities

Cash flows from financing activities

Payments for loans and borrowings

Proceeds from loans and borrowings

Net cash from financing activities

Net foreign exchange difference

Net cash of cash and cash equivalents

Cash and cash equivalents at I January

Cash and cash equivalents at 31 December 19

The accompanying notes are an integral part of these financial statements.

2020
PI DL' 000

2019
PI DL' 000

44, 399

11, 220

325
7, 683

1, 033

( 935)

( 5, 244)

( 72)

3, 252

47, 477

10, 433

1, 074

4, 588

4, 784

( 940)

( 3, 394)
2, 022

5, 445

61, 661

( 112, 178)

( 339, 992)
153, 708

20, 335

366, 062
2, 140

71, 489

9, 640

( 38, 442)
11, 707

( 449)

( 198, 257)

( 3, 261)

151, 736 ( 147, 573)

o, 250)   ( 4, 920)
148, 486      ( 152, 493)

3, 333

( 5, 169)

( 2, 863)

( 1, 169)

( 1, 836) ( 4, 032)

( 60, 010)   ( 47, 225)
34, 671         32, 661

( 25, 339)        ( 14, 564)

( 2, o2Q   ( 1, 112)
118, 715      ( 172, 201)

1, 130, 147      1, 302, 348

1, 248, 862      1, 130, 147
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 3l December 2020

1. Corporateinformation

BC Energbank SA ("the Bank") was established in the Republic of Moldova on 16 January 1997 as a closed
joint stock company. The Bank is principally engaged in retail banking operations in the Republic of Moldova.
The Bank operates through its head office located in Chisinau, 22 branches (22 branches as at 3l December
2019) and 25 agencies (30 agencies as at 3l December 2019) located throughout the country.

At the end of 2020 the Bank possessed a license granted by the National Bank of Moldova, which allows the
Bank to be engaged in all banking activities.

The number of employees employed by the Bank as at 3l December2020 was 579 (588 as at 3l December

2019).

The registered offrce of the Bank is located at23/3 Tighina Street, Chisinau, Republic of Moldova.

As Bank's operations do not have significantly different risks and returns and considering the regulatory
environment, the nafure of its services, the business process, as well as the types of customers for the products

and services and the methods used to provide the services are homogenous for all Bank's activities, the Bank
operates as a single business segment unit and is activities are exclusively carried out in the Republic of
Moldova.

The Board of Directors formulates policies for the operation of the Bank and supervises their implementation.
The Board is composed of 4 members appointed by the General Meeting of Shareholders.

As at 3l December 2020 the Board of Directors comprised the following members:

- Mrs. Galina Balanov, Chairman of the Board;

- Mrs. Elena Punga, Member of the Board;

- Mr. Alexandru Stratan, Member of the Board;

- Mr. Aureliu Casian, Member of the Board.

These financial individual statements were authorised for issue on 3l May 2021 by the Executives of the Bank
represented by the President and the ChiefAccountant.

2. Accounting policies

2.1 Basis of preparation

Statement of compliance

The individual financial statements of the Bank have been prepared in accordance with International Financial

Reporting Standards (IFRS) as issued by the Intemational Accounting Standards Board (IASB).

Basis of measurement

The individual financial statements have been prepared under the historic cost convention, except for land and

buildings, investment properties and financial assets at fair value thorough other comprehensive income that

have been reflected at fair value.



BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

2. Accountingpolicies(continued)

2.1 Basis of preparation (continued)

Functional and presentation currency
The individual financial statements are presented in Moldovan lei ("MDL"), which is also its functional currency

and the culrency of the country in which the Bank operates. All financial information presented in MDL has

been rounded to the nearest tlousands, except when otherwise indicated.

2.2 Significant accounting judgments and estimates

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities within the

next financial year. Estimates and judgements are continually evaluated and are based on historical experience

and other factors, including expectations of future events that are believed to be reasonable under the

circumstances.

(i) Impairment losses on loans und advances

The Bank reviews its loan portfolios to assess impairment at least on a monthly basis. In determining whether an

impairment loss should be recorded in the income statement, the Bank makes judgements as to whether there is

any observable data indicating that there is a measurable decrease in the estimated future cash flows from a
portfolio of loans before the decrease can be identified with an individual loan in that portfolio. This evidence

may include observable data indicating that there has been an adverse change in the payment status of borrowers

in a group, or national or local economic conditions that correlate with defaults of assets in the group.

Management uses estimates based on historical loss experience for assets with credit risk characteristics and

objective evidence of impairment similar to those in the portfolio when scheduling its future cash flows. The

methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed

regularly to reduce any differences between loss estimates and actual loss experiance.

Where the outcome of these factors is different from the amounts that were initially recorded, such differences

could materially impact the provision for loan impairment in the period in which such determination is made.

(ii) Going concern

The Bank's management has assessed the Bank's ability to continue as a going concern and is satisfied that the

Bank has the resources to continue in business for the foreseeable future.

On March 11,2020, the World Health Organization (WHO) declared a coronavirus pandemic (COVID-I9). In

the Republic of Moldova, a red code was established at national level by the Extraordinary National Commission

for Public Health on March 13,2020.

As of March 17 ,2020, a state of emergency has been declared in the Republic of Moldova due to the spread of

the pandemic. And between May 15 and September 30,2020, the state of emergency was in force in the field of
healtlr care. On October l, 2020, a new system for assessing the epidemiological situation in the republic was

introduced. Districts in the country have been assigned "red", "orange", "yellow" or "green" hazard levels every

two weeks. Depending on this, the restrictions have also changed.

Starting with November 30,2020, a state of health emergency has been introduced in the country, which has

been extended several times. The last time the Parliament decided on March 31,2021 to declare the state of
emergency in the country from April I to May 30,2021. From 03.04.2021 the quarantine regime was established

in the localities, during the state of emergency for the period of 2 months. At the same time, through the

Decision no. 15 from April 28,2021, of the Constitutional Court, the Decision of the Parliament of the Republic

of Moldova from March 31,2021 was declared unconstitutional.

12



BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

2. Accounting policies (continued)

2.2 Significant accounting judgments and estimates (continued)

(ii) Going concern (continued)

In addition, management is unaware of significant uncertainties that would cast doubt on the Bank's ability to
continue operating. Therefore, the individual financial statements continue to be prepared on a going concem

basis.

In accordance with the Law on the activity of banks rc. 202/2017, in the period 2018-2019, following the

supervision by the NBM of the Bank's shareholders and the frnding of the concerted activity of some

shareholders without the prior permission of the NBM as well as other aspects regarding shareholder

transparency, registered 5 decisions of the NBM Executive Committee regarding the suspension of the rights of
I 5 shareholders, with a share of 8 1.04% of the bank's capital (52.560/o are blocked shares following ttre frnding

of the concerted activity without informing the NBM, and the remaining 28.48% of other cases with on

shareholdermnsparency)orl,522,429shares.Of these,988,56l sharesor49.43% of thebank'scapital(ISIN
code MDI4ENERIOOI) were cancelled and new shares were issued in the same number and class.

During 2019, the Bank exposed for sale on the regulated market the newly issued shares as a single package, and

subsequently, as a result of the non-alienation and as separate shares, according to the requirements of art. 52lof
Law 20212017.

Also, taking into account the fact that the initial size of the total package of blocked shares is over 5002, in

accordance with the Law on the Recovery and Resolution of Banks, the NBM ordered the early intervention

measures to be applied to the bank. Part of the team of the executive and that of the bank's board were completed

by temporary administrators appointed by ttre NBM. The measure was taken to ensure a sound and prudent

management of the bank's activity during the period of solving the deficiencies identified in its ownership

structure.

According to the Decision of the Executive Committee of the National Bank of Moldova no. 46 of 22.03.2021,

the term for sale was extended for another 3 months for 9.98%o of new shares issued as a result of the

cancellation of the shares held by the former shareholders.

On30.03.2021 was registered the repurchased shares and the registration of treasury shares at the nominal value

of MDL'000 39,813 according to the Minutes no. 17 of 23.03.2021. At the same time, according to art.52l
paragraph 22, the shares repurchased by the bank represent treasury shares and may not exceed l0% of the

bank's share capital. In case of exceeding the respective limit, the bank will alienate the redeemed shares in

maximum 3 years from the date of violation of the mentioned limit. According to art. 521 paragraph 23 of Law

no.20212017, if the shares have not been repurchased by the bank, the executive body issues the conversion

decision, by cancelling the respective shares, reducing the share capital ofthe bank and issuing the subordinated

debt on behalf of the former holders. The subordinated debt is issued for a period of 5 years. The bank made the

estimates which proved that the prudential indicators of the bank will be respected.
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

2. Accountingpolicies(continued)
2.2 Signilicant accounting judgments and estimates (continued)

(ii) Going concetn (continued)

Based on the Bank's current estimates, the following changes in the capital adequacy indicators are forecast:

I - ttre prudential requirement of the NBM towards the Bank is 23.79% (taking into account the capital

amortizations and the requirements imposed following the SREP for 2018).

According to the decision of the Executive Committee of the NBM Ne 14 of 11.01.2019, the members of the

Board of BC Energbank SA were replaced - Tonciuc Vladimir, Usatii Valerii, Covanji Natalia, Pop Mihail,
Dimov Gennadi and the members of the Management Committee - Slobodean Sergiu and Teslev Vasile with

temporary administrators appointed by the NBM: Mr. Ropot Ion and Ms. Balanov Galina for a period of 12

months.

According to the decision of the Executive Committee of the NBM .11! 316 of 29.11.2019, the temporary

administrator Mr. Ion Ropot is replaced by the temporary administrator - Mr. Andrei Tcaci.

Subsequently, according to the decision of the Executive Committee of the NBM Np227 of 09.10.2020, the

temporary administrator Mr. Andrei Tcaci is replaced by the temporary administrator - Mrs. Elena Punga.

According to the decision of the Executive Committee of the NBM Ns 63 of 09.04.2021, the temporary

administrative mandates of Ms. Balanov Galina and Ms. Punga Elena were extended until 29.10.2021.

According to the announcement made by the National Bank of Moldova, the Bank will continue to operate

normally and provide all services, including those related to deposit, lending and settlement operations.

(iii) Fuir value offtnanciul instuments

The fair value of financial instruments that are not traded in an active market is determined by using valuation

techniques. The management uses its judgment to select the valuation method and make assumptions that are

mainly based on market conditions existing at each balance sheet date'

2.3 Change in accounting policies

The accounting policies adopted are consistent with those of the previous financial year. The adoption of new

standards and interpretations effective for the Bank from I January 2019 did not have any impact on the

accounting policies, financial position or perforrtance of the Bank.

The value of
the indicator

at
31.12.2020

The
estimated

value of the
indicator at
31.t2.202r

The
estimated

value of the
indicator at
31.r2.2022

The
estimated

value of the
indicator at
31.12.2023

Own i nds( h mi l l i on i ci ) 525, 1 387. 5 403,1 441,6

Total amount of risk exposure (in million lei) 973,1 1484,9 1615,2 1836,7

Total equity ratel 53,96yo 26,lyo 25,jyo 24,0yo

Surplus of total own funds (in million lei) 427. 8 239,0 241,6 258,0
Requirement regarding the combined amortization
(in million lei) 51 5 81,7 88,8 101,0

The own funds requirement related to the
adjustments ordered by the supervision measures
(in million lei)

80,7 123,10 133,90 152,26
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BC ENERGBANK SA
Expl anat ory not es on t he i l l di vi dual  r l nanci al  st at e ment s
For t he Year Ended 31 December 2020

2. Accountingpolicies(continued)
2.4 Significantaccountingpolicies
The principal accounting policies applied in the preparation of these individual financial statements are set out
below.

a. Foreign currency translation

Foreign culrency transactions are translated into the functional curency using the exchange rates prevailing at

the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such

transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognized in the income statement.

Changes in the fair value of monetary securities denominated in foreign currency classified as financial assets at

fair value through other comprehensive income are analysed between translation differences resulting from
changes in the amortised cost of the securiry and other changes in the carrying amount of the security.

Translation differences related to changes in the amortised cost are recognized in profit or loss, and other

changes in the carrying amount are recognized in equity.

Translation differences on non-monetary items, such as equity investrnents classified as financial assets at fair
value through other comprehensive income, are included in the fair value reserve in equity.

The year-end and average rates for the year were:

2020 2019
USD

17. 3201

17. 2146

EURO     USD     EURO

b. Financial assets

i) Financial insttuments - classiftcation snd meusurement

The Bank classifies its financial assets by one of the following categories, based on the business model

assessment and SPPI characteristics, as follows:
- Financial assets held for the collection of contractual cash flows, with cash flows exclusively

represented by capital and interest payments (SPPIs), are classified and measured at amortized cost. In

this category, the Bank includes loans to customers, deposits placed with banls, repurchase

transactions outside the trading portfolio, if any.

- Financial assets held for both collecting contractual treasury cash flows and for selling. Contractual

cash flows are exclusively capital and interest payments and are measured at fair value through

other comprehensive income. State securities outside the trading portfolio are classified in this

category.

- Financial assets held for trading, irrespective of cash flow characteristics, are measured at fair value

through profit or loss. In this category the Bank includes the portfolio of government securities,

bank placements and repurchase transactions held for trading. As at 3l December 2020 and 3l

December 2019, the Bank did not have such financial assets.

Average for the period
Year end

19. 7436

21. 1266
17. 5751

17. 2093

19. 6741

19. 2605
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

‚S

‚Q•@‚Q

Accounting policies (continued)

Significant accounting policies (continued)
b. Financial assets (continued)

The principal is the fair value of the financial asset at initial recognition. Interest is the equivalent of the time
value of the amount of money for credit risk associated with the amount of the principal due over a certain
period of time and other underlying risks and costs of the loan, as well as a profit margin.

A financial asset should be measured at fair value through profit or loss unless it is measured at amortized cost

or at fair value through other comprehensive income. However, an entity may make an irrevocable choice for
initial recognition for ceriain investments in equity instruments that would otherwise be measured at fair value

through profit or loss, in order to present the subsequent changes in fair value in other comprehensive income.

The Bank classifies and assesses its financial liabilities at amortized cost, except:

- financial liabilities at fair value through profit or loss. Such liabilities, including derivative instruments

that are liabilities should be measured at fair value.

- financial liabilities that arise when a transfer ofa financial asset does not qualiry for derecognition or is

accounted for using the continuing involvement approach.

ii) ReclassiJication

Only when the Bank changes its business model for the management of its financial assets, the Bank

reclassifies all the affected financial assets.

The Bank does not reclassifo any financial debt.

W Initial measurcment

On initial recognition, the Bank measures a financial asset or financial liability at its fair value, plus or minus,

in the case of a financial asset or financial liability that is not at fair value through profit or loss, transaction

costs that are directly attributable to the purchase or the issuance ofthe financial asset or financial debt.

The fair value of a financial instrument at initial recognition isnormally the transaction price (i.e.the fair value of
the amount paid or received). If the fair value of the financial asset or financial liability at initial recognition

differs from the transaction price, the Bank shall apply the following:

a) at fair value as illustrated by a quoted price in an active market for an identical asset or liability or is

based on an evaluation technique that uses only observable market data. The bank must recognize the

difference between the fair value of the initial recognition and the transaction price as gain or loss.

b) in all other cases, at an adjusted value in order to defer the difference between the fair value of the

initial recognition and the transaction price. After the initial recognition, the Bank shall recognize that

deferred difference as gain or loss only to the extent that it arises from the modification of a factor

(including the duration) that market participants would hold in determining the value of the asset or

liability.

When the Bank uses settlement-based accounting for an asset that is then measured at amortized cost, the asset

is initially recognized at its fair value at the date of the transaction.
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

2. Accountingpolicies(continued)

2.4 Significant accounting policies (continued)
b. Financial assets (continued)

On initial recognition, the Bank measures trade receivables at the cost of their transaction (as defined in IFRS

l5) when the trade receivable does not hold a significant financing component in accordance with IFRS 15.

iv) Further measurernent

After the initial recognition, an entity shall measure a financial asset at:

a) amortized cost;

b) fair value through other comprehensive income; or

c) fair value through profit and loss.

The Bank applies impairment requirements for financial assets that are measured at amortized cost and

financial assets that are measured at fair value through other comprehensive income.

v) Effective interest rate method

Interest income is calculated using the interest method. It should be calculated by applying the effective interest

rate for the gross carrying amount of a financial asset, except for:

a) financial assets purchased or issued as impaired as a result of credit risk. For those financial assets,

the entity shall apply the effective interest rate adjusted for credit to the amortized cost of the financial

asset from the initial recognition.

b) frnancial assets that are not purchased or issued as impaired as a result of credit risk, but which

subsequently became financial assets impaired as a result of credit risk. For those financial assets, the

entity shall apply the effective interest rate for the amortized cost of the financial asset in subsequent

reporting periods.

The Bank calculates the interest income by applying the effective interest method to the amortized cost of a
financial asset and in subsequent reporting periods, it calculates interest income by applying the effective

interest rate on gross carrying amount if the credit risk on the financial instrument improves, so that the

financial asset is no longer impaired as a result of credit risk, and improvement may be associated objectively

with an event (such as an improvement in the debtor's credit rating).

vi) Moditication of contractual treasury flows

When the contractual cash flows of a financial asset are renegotiated or otherwise modified and the

renegotiation or modification does not result in derecognition of the financial asset in accordance with this

Standard, the Bank recalculates the gross carrying amount of the financial asset and recognizes a gain or loss

related to the change in profit or loss. The carrying amount of the financial asset is recalculated as the present

value of the renegotiated or amended contractual cash flows that are updated at the effective interest rate of the

financial asset (or the effective interest rate adjusted according to credit for financial assets purchased or

impaired as a result of credit risk) or, where applicable, at the revised effective interest rate. Any costs or

commissions incurred adjust the carrying amount of the modified financial asset and are amortized over the

remaining period of the modified financial asset.

vii) Removal

An entity shall directly reduce the gross carrying amount of a financial asset directly when the entity has no

reasonable estimate of the recoverability of the financial asset, in full or in part. A removal is an event of

derecognition.
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

2. Accountingpolicies(continued)

2.4 Significant accounting policies (continued)
b. Financial assets (continued)

c. Investments in associates and daughter companies

An associate is an entity in which the Bank has significant influence, and which is neither a subsidiary nor a

joint venture. In the individual financial statements of the Bank investments in associates are carried at cost
less impairment losses.

d. Offsettingfinancialinstruments
Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to set off the recognized amounts and there is an intention to settle on a net basis, or
realize the asset and settle the liability simultaneously.

e. Interest income and expenses

Interest income and expense for all interest-bearing financial instruments, except for those designated at fair
value through profit or loss, are recognized in the income statement for all instruments measured at amortised
cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial
liability and of allocating the interest income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected

life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the

financial asset or financial liability. When calculating the effective interest rate, tle Bank estimates cash flows
considering all contactual terms of the financial instrument but does not consider future credit losses. The

calculation includes all fees and commissions paid or received between parties based on the contract, that are

an integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Once a financial asset or a Bank of financial assets has been written down as a result of an impairment loss,

interest income is recognized using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss.
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020

2. Accountingpolicies(continued)

2.4 Significantaccountingpolicies(continued)

f. Fee and commission income

Fees and commissions are generally recognized on an accrual basis when the service has been provided. Loan

commitrnent fees for loans that are likely to be drawn down are deferred (together with related direct costs)

and recognized as an adjustment to the effective interest rate on the loan. Commission and fees arising from

negotiating, or participating in the negotiation of, a transaction for a third party - such as the arrangement of
the acquisition of shares or other securities or the purchase or sale of businesses - are recognized on

completion of the underlying transaction. Portfolio and other management advisory and service fees are

recognized based on the applicable service contracts, usually on a time-apportion basis.

g. Sale and repurchase agreements

Securities sold subject to repurchase agreements ('repos') are classified in the individual financial statements

as financial assets at fair value through other comprehensive income (treasury bills) and the counter party

liability is included in amounts due to banks or customers, as appropriate. Securities purchased under

agreements to resell ('reverse repos') are recorded as loans and advances to other banks or customers, as

appropriate. The difference between sale and repurchase price is treated as interest and accrued over the life of
the agreements using the effective interest method.

Securities held by the Bank as collateral for lending activities with financial institutions are not recognized in

the individual financial statements unless these are sold to or purchased from third parties. In this case they are

recorded as gain or loss offinancial activity. The obligation to return them is recorded at fair value as a trading

liability.

h. Derecognition

The Bank derecognises a portfolio of financial assets, a financial asset or part of a financial asset (hereafter

"financial asset") only if one of the following conditions is met:

. The contractual rights of the cash flows expire;

. It transfers the financial asset and the transfer qualifies for derecognition;

. Voluntarily renounces its rights over the financial asset due to the fact that the asset is

considered irrecoverable or in order to grant a lease to the debtor;

A significant change in a hnancial asset that causes the extinguishment of that existing asset

and the recognition ofa new financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying

amount allocated to the portion of the asset transferred), and the sum of (i) the consideration received

(including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or loss that had

been recognized in other comprehensive income is recognized in profit or loss.

The Bank derecognises a financial liability when its contractual obligations are discharged or cancelled or

expire.
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BC ENERGBANK SA
Explanatory notes on the individual financial statements
For the Year Ended 31 December 2020
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Accounting policies (continued)

Significant accounting policies (continued)

The Bank enters transactions whereby it transfers assets recognised on its statement of financial position but
retains either all risks and rewards of the transferred assets or a portion of them. If all or substantially all risks

are retained, then the transferred assets are not derecognised from the siatement of financial position. Transfers

of assets with retention of all or substantially all risks and rewards include, for example, lending transactions

and repurchase transactions.

The rights and obligations retained in the tansfer are r€cognised separately as assets and liabilities. In

transfers where control over the asset is retained, the Bank continues to recognise the asset to the extent of its
continuing involvement, determined by the extent to which it is exposed to changes in the value of the

transferred asset.

i. Impairment of financial assets

The Bank reviews its loan portfolio to estimate the value of loans and recognizes an impairment adjustment for

such losses at each reporting date. The expected credit loss measurement reflects:

. the impartial and weighted value with a probability that is determined by assessing a series of possible

outcomes;

. value of money in time;

. reasonable and documented inforrration that is available without undue cost or effort at the time of

reporting past events, current conditions, and projections for future economic conditions.

The computation of ECL considers both the number of days of delay and the credit risk analysis performed for
the clients with loans granted. For contractual assets and trade receivables, the Bank chose to apply the

simplified approach to measuring expected credit losses.

Loss adjustments made according to the ECL model are based on the lifetime expected credit loss (LTECL),

unless there has been a significant increase in credit risk since the initial recognition, in which case the

adjustrnent for loss is measured on the basis of the expected credit losses over a l2-month period (l2mECL).

The expected credit loss is calculated from the time of initialization. Consequently, financial assets subject to

provisioning may be classified in one of the three stages below, depending on whether there is a significant

increase in credit risk after initial recognition:

o Stage I insignificant or non-existent credit quality deterioration after initial recognition; the loss

adjustment is measured at an amount equal to the expected credit losses over a l2-month period

(l2mECL) -incorporates credit exposures that are performing and do not signs of significant damage.

The calculation of the provision based on the expected loss is used over the next 12 months. The bank

considers that the credit exposure is efficient, if the respective financial asset is classified in the

Standard category in accordance with the provisions NBM Regulation on the classification of
conditional assets and liabilities no.23l of 27 .10.2011
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2. Accountingpolicies(continued)

2.4 Significantaccounting policies (continued)

i. Impairment of linancial assets (continued)

Stage 2 Significant increase in credit risk after initial recognition, but not depreciated; the loss

adjustment is measured at an amount equal to the lifetime expected credit loss of the financial asset

(LTECL) - incorporates loans that have deteriorated significant but for which there is no objective

evidence of non-performance. The calculation of the provision is used on the basis of the entire life of
the financial instrument. The Bank considers that the credit exposure is underperforming, if the

respective financial asset is classified in the Supervised and Substandard categories in accordance with

the provisions of the NBM Regulation no. 231 and there is no uurears for any payment longer than 90

days.

Stage 3 depreciated assets/in default; the loss adjustment is represented by LTECL - incorporates loans

with objective evidence of performance. The calculation of the provision is used on the basis of the

entire life of the financial instument. The Bank considers that the credit exposure is non-performing, if
the respective hnancial asset is classified in the Dubios and Compromise categories in accordance with

the provisions of the NBM Regulation no. 231 or there is a payment ilrears of more than 90 days.

The Bank has established criteria based on which the assessment of the significant credit risk increase from the

time of the initial recognition is performed on a monthly basis, taking into account both relative and absolute

thresholds.

According to IFRS 9, the expected credit loss can be determined based on individual or collective analysis.

Lo an s imp aire d in dividu ally

In the individually impaired loans category, the Bank includes: loans, which are included in Stage 3 (except for

creditors without any insurance or loans which are insured only with the guarantee or assignment of
receivables). All other loans are impaired on the basis of the collective assessment.

All other loans are collectively impaired by the bank, by dividing the loan portfolio into t'wo groups: loans to

individuals and loans to entities.

When calculating the expo$ue value, the Bank also includes the Bank's lending obligations in the future

(balance of the 6601 accounts) with the following conversion factor:

a) For loans granted for up to 12 months - 20%.

b) For loans granted for more than 12 months - 50%.

For a more accurate measurement of the collateral that insures individually impaired loans, the Bank may use

the services of independent evaluators.

iL Calculating the impairment of collectively assessed loans
All other loans are impaired on the basis of the collective assessment.

Impairment of other ftnancial assets

For investment accounts with foreign banks, the impairment is calculated according to the rating of the bank's

counterparties and the likelihood of default of corporate clients, according to the information provided by the

rating agency. The bank uses ratings assessed by rating agencies Standard & Poor's, Moody's and Fitch (the

weakest rating takes precedence). Counterparties not individually assessed by any of the rating agencies

mentioned above, shall be assigned with a PD corresponding to the rating of the country of residence of the

counterparty.
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l.

Accounting policies (continued)

Significant accounting policies (continued)

Impairment of financial assets (continued)

Placements in govemment securities with a maturity of up to 90 days are considered liquid instruments, as they

are cash equivalurts. The Bank does not make any deductions for impairment losses related to them.

The Bank uses a simplified approach to measure the deduction for losses equal to the lifetime expected credit

losses for trade receivables or contractual assets arising from transactions that are subject to IFRS 15.

Depreciation offtnancial assets atfair value through other comprehensive income

The Bank assesses at each balance sheet date whether there is evidence that a financial asset or a group of
financial assets is impaired. In the case of investments in daughter companies, a significant or prolonged

decrease in the fair value of participations below their cost is considered in order to determine whether the

assets are impaired.

If such evidence exists, the accumulated loss, calculated as the difference between the acquisition cost and the

present fair value less any impairment loss for that financial asset previously recognized in profit or loss, is

removed from equity and recognized in the comprehensive income. Impairment losses recognized in the

income statement and the statement of other items of comprehensive income related to participations in

entities are not settled through the income statement and the statement of other comprehensive income. If in a

subsequent period the fair value of the debt instrument classified financial assets at fair value through other

comprehensive income increases and the increase can be attributed objectively to an event occurring after the

impairment loss was recognized in the income statement, the impairment loss is settled in the profit and loss

account and the statement of other items of comprehensive income.

j. Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or changes

in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized

for the amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount

is the higher of an asset's fair value less costs to sell and value in use. For the purposes of assessing

impairrnent, assets are grouped at the lowest levels for which there are separately identifiable cash flows

(cash-generating units). Non-financial assets other than goodwill that suffered impairment are reviewed for
possible reversal of the impairment at each reporting date.

k. Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three

months' maturity of the assets at acquisition dates including: cash, non-restricted balances with National Bank

of Moldova, NBM certificates, amounts due from other banks, current accounts and deposits with banks and

amounts due from quick payment systems.
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2. Accounting policies (continued)

2.4 Significant accounting policies (continued)
l. Intangible assets

Acquired computer software licenses are capitalized based on the costs incurred to acquire and bring to use the

specific software. These costs are amortized based on the expected useful lives (three to five years) using the

straight-line method.

Costs associated with developing or maintaining computer software programs are recognized as an expense as

incurred.

m. Property and equipment

Buildings are stated at revalued amounts, being its fair value at the date of revaluation, less accumulated

depreciation and less provision for impairmant, where required. Other property and equipment are stated at

historical cost less depreciation. Historical cost includes expenditure that is directly attributable to the acquisition

of the items.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their

cost to their residual values over their estimated useful lives, as follows:

Asset type Years

Bui l di ngs

Equi pment  and ot her proper ‚è

Mot or vehi cl es

Ot hcr

25- 75

2•] 20

7•] 10

5•] 20

Assets under constuction are not depreciated until there are brought in use.

The assets' residual value and useful lives are reviewed, and adjusted ifappropriate, at each balance sheet date.

Assets that are subject to amortization are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount may not be recoverable. An asset's carrying amount is written

down immediately to its recoverable amount if the asset's carrying amount is greater than its estimated

recoverable amount. The recoverable amount is the higher of the asset's fair value less costs to sell and value in

use.

Gains and losses on disposal of property, plant and equipment are deterrnined by reference to their carrying

amount. These are included in their operating expenses in the income siatements.

n. Investment property

Property held for long-term rental yields or for capital appreciation or both, which is not occupied by the Bank is

classified as investment property.

Investrnent property comprises freehold land. lnvestnent property is carried at fair value. Fair value is based on

active market prices, adjusted, if necessary, with any difference in the nature, location or condition of the

specific asset. If this information is not available, the Bank uses alternative valuation method such as sales

comparison method by comparing similar or substitute properties sold in the market with subject property. These

valuations are reviewed annually by Directors.
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2. Accounting policies (continued)

2.4 Significant accounting policies (continued)

n. Investment property (continued)

If an investment property becomes owner-occupied, it is reclassified as property, plant and equipment and its fair
value at the date of reclassification becomes its cost for accounting purposes of subsequent recording. Property

that is being constructed or developed for future use as invesfrnent property is classified as property, plant and

equipment and stated at cost until construction or development is complete, at which time it is reclassified and

subsequently accounted for as investment property.

If an item of property, plant and equipment becomes an investment property because its use has changed, any

difference resulting between the carrying amount and the fair value of this item at the date of transfer is

recognised in equity as a revaluation of property, plant and equipment under IAS 16. However, if a fair value

gain reverses a previous impairment loss, the gain is recognised in the income statement. Upon the disposal of
such investrnent property, any surplus previously recorded in equity is transferred to retained earnings; the

transfer is not made through the income statement.

o. Leases

Bank as a lessee

The Bank has implemented the IFRS 16 "Leases" standard as of January l, 2019. The Bank, as a lessee,

recognizes an asset linked to the right ofuse and a liability occurring from the leasing contract.

At the beginning, the Bank measures the right-of-use at cost. The cost of the right+o-use asset must include:

i) the amount of the initial measurement of the lease liability;

ii) any lease payments made on or before the commencement date, less any lease incentives received;

iii) any initial direct costs incurred by the lessee; and

iv) an estimate of costs to be incurred by the lessee in dismantling and removing of the underlying asset,

restoring site on which it is located or restoring the underlying assets to the condition required by the terrns

and conditions ofthe lease, unless those cost are incurred to produce inventories.

At the commencement date, the Bank as lessee measures the lease liability at the present value of the lease

payments that are not paid on that date. The lease payments are discounted using the implicit interest rate from

the leasing contract if that rate can be determined immediately. If this rate cannot be determined immediately,

the Bank, as a lessee, uses the interest rates related to the balances of loans and deposits applied by the NBM.

At the initial measurement of the operating leases, the Bank will classifu lease contracts, as lessee, in accordance

with IFRS l6 "Leases", only those contracts, which meet the following conditions:

- leases for which the underlying asset (the contracted asset) has a value greater than USD 5,000.

- the contract has a duration of more than 12 months.

The Bank has chosen to present right-of-use assets as part of tangible assets, and lease liabilities as other

liabilities in the financial statement. The new standard was applied using a simplified approach (modified

retrospective method). Comparative information was not restated.

Depreciation of the righrof-use assets is done using the straight-line method throughout the all life of the

contract.
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2. Accountingpolicies(continued)

2.4 Significantaccountingpolicies(continued)

o. Leases (continued)

Expenses related to payments of the leasing contracts that are not recognized and measured in accordance with

IFRS 16, will be classified in the statement of comprehensive income as rent expenses.

The bank as lessor

A lease contract is classified as an operating lease ifit does not transfer all the ownership risks and rewards ofan
underlying asset.

The Bank as lessor recognizes operating lease payments as income on a straight-line basis.

p. Fixed contribution plan

The Bank, in the ordinary course of business, makes payments to the Moldovan State Funds on behalf of its
employees for pension, social and medical insurance. All employees of the Bank are members of the State

Pension Fund.

The Bank does not operate with any other pension scheme and therefore has no other pension obligations. The

Bank does not operate with any other fxed benefit or post-retirement benefit plan. The Bank has no obligation to

provide additional services to current or former employees.

q. Provisions

Provisions and legal claims are recognized when the Bank has a legal or constructive obligation to transfer

economic benefits because of past events. It is probable that an outflow of resources will be required to settle the

obligation and the amount of obligation has been fairly estimated.

If there are similar obligations, the probability that a transfer of resources will be required is determined by

considering the overall class of obligations. A provision is recognized even if the probability of a transfer in

relation to any item included in the same class of obligations is small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation

using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to

the obligation. The increase in the provision size due to passage of time is recognized as interest expense.
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2. Accountingpolicies (continued)

2.4 Significantaccountingpolicies (continued)

r. Taxation

According to the tax legislation valid in the Republic of Moldova, income tax is recognized as an expense in the

period of occurrence of profit. The tax effects of recoverable tax losses are recognized as an asset when it is
probable that future taxable profits will be used to cover losses.

Deferred income tax is fully calculated, using the liability method, based on temporary differences that arise

between the tax base of assets and liabilities, and their book value presented in the individual financial

statements. Deferred income tax is determined using tax rates (and laws) which have been in force or partially in
force at the balance sheet date and are expected to be applied when the defened income tax asset is realized or

when the deferred income tax liability is paid off.

The main temporary differences arise from depreciation of f,txed assets, provisions for loans and advances to

customers and other assets and liabilities. The rates in force or partially in force at the balance sheet date are

used to determine deferred income tax. However, deferred income tax is not recognized if it arises from the

initial recognition of an asset or liability in a transaction other than a business order, which at the time of the

transaction affects neither the accounting profit nor the tax gain or loss.

Deferred tax assets are recognized where it is probable that future taxable profit will be available, against which

the temporary differences can be utilised.

s. Borrowings

Borrowings are initially recognised at fair value, minus costs related to the transaction. Subsequently borrowings

are stated at amortised cost and any difference between net attracted proceeds and the redemption value is
recognized in the statement of comprehensive income over the period of the borrowings, using the effective

interest method.

t. Dividends

Dividends are not accounted for until they have been approved at the General Meeting of Shareholders.
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2. Accountingpolicies (continued)

2.5 New and revised standards that are in force for annual periods beginning on or after January 1,2020

Several new and revised standards are in force for annual periods which begin on or after January 1,2020.

The Bank has implemented the following standards, amendments to existing standards and interpretations issued
by the International Accounting Standards Board (IASB) and adopted by the EU, which are applicable for the
current reporting period:

o Amendments to IAS I (Presentation of Financial Statements' and IAS 8 "Accounting Policies,
Changes in Accounting Estimates and Errors' - Definition of Material - adopted by the EU on 29

November 2019 (effective for annual periods beginning on or after January l, 2020)

The changes clarifu the defrnition on what is material and how it should be applied. The new definition states

that the information is material if its omission, misstatement, or conceaknent could influence decisions made
by primary users of financial statements based on those financial statements, which provide financial
information about a reporting entity. In addition, the explanations accompanying the definition have been
improved. The amendments also ensure that the definition of material is consistent across all IFRS standards.

o Amendments to IFRS 9'Financial Instruments", IAS 39 'Financial Instruments: Recognition and
Measurement' and IFRS 7 'Financial Instruments: Disclosures' - Interest Rate Benchmark Reform -
adopted by the EU on l5 January 2020 (effective for annual periods beginning on or after I January 2020)

The IASB has published amendments to IFRS 9, IAS 39 and IFRS 7, which concludes the fust stage of its
work to address the effects of the reform of tnterbank Offered lnterest Rates on financial reporting. The
published amendments address issues affecting financial reporting prior to the replacement of an existing
interest rate benchmark with an alternative interest rate and address the implications for the specific hedging
accounting requirements of IFRS 9 Financial Instruments and IAS 39 Financial Instruments: Recognition and
Measurement, which requires prospective analysis. The amendments provide for temporary exemptions,
applicable to all hedging relationships that are directly affected by the reference interest rate reform, which
allow the continuation of hedge accounting in the period of uncertainty before replacing an existing interest rate
with an interest rate. almost risk-free alternatives. There are also amendments to IFRS 7 Financial Instruments:
Disclosures regarding additional information regarding the uncertainty arising from the reform of the interest
rate benchmark. The amendments shall enter into force for annual periods beginning on or after I January 2020
and shall be applied retroactively. The second step will focus on issues that could affect financial reporting
when an existing interest rate reference value is replaced by a risk-free interest rate.

o Amendments to rFRS 16 *Leases' - Covid-l9-Related Rent Concessions (adopted by the EU on
9 October 2020 and effective at the latest, as from I June 2020 for financial years starting on or after
I January 2020)

The amendment shall apply, in retrospect, to annual reporting periods beginning on or after I June 2020. The
IASB has amended the standard to ensure that tenants are exempted from the application of IFRS 16 by
providing guidance on changes in accounting treaftnent for leases tlat result as a direct consequence of the
COVID-I9 pandemic. The amendment provides a convenient and practical means for the lessee to take into
account any change in rental payments resulting from the deferral of rent rates determined by COVID -19, as
would be accounted for in accordance with IFRS 16, if this was not a change. of the lease, only if all the
following conditions are met:
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2. Accountingpolicies(continued)

2.5 New and revised standards that are in force for annual periods beginning on or after January 1r2020

(continued)

The change in lease payments results in a revised consideration for the lease that is substantially the

same as or less than the value of the lease immediately prior to the change;

Any reduction in lease payments only affects payments initially due on or before June 30, 2021;

There are no substantive changes to other terms and conditions of the lease.

o Amendments to References to the Conceptual Framework in IFRS Standards adopted by the EU on
29 November 2019 (effective for annual periods beginning on or after 1 January 2020)

The International Accounting Standards Board ("IASB") issued the revised conceptual framework for Financial
Reporting on March 29 , 2018. The conceptual framework sets out a comprehensive set of concepts for financial
reporting, standard setting, guidance for financial reporting preparers, in the development of accounting
policies, and assistance to others in their efforts to understand and interpret standards. The IASB also issued a

document accompanying the Conceptual Framework, Amendments to the Conceptual Framework References

in the IFRS Standards, which sets out amendments to the amended standards to update the references to the

revised Conceptual Framework. Its objective is to support the transition to the Revised Conceptual Framework
for companies that develop accounting policies using the Conceptual Framework when no IFRS standard is
applied to a particular transaction. For those who develop accounting policies using the Conceptual
Framework, it is valid for annual periods beginning on or after 1 January 2020.
o Amendment to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in associates and

joint ventures: sale of or contribution of assets between an investor and its investee or joint venture
The amendments relate to an inconsistency identified between the requirements of IFRS 10 and those of IAS 28,
in connection with the sale of and the contribution of assets between an investor and its associate or joint
venture. The main consequence of the changes is that a total gain or loss is recognized when the transaction
involves an enterprise. A partial gain or loss is recognized when a transaction involves assets that are not an

enterprise, even if they are in the form of a subsidiary. In December 2015, the IASB postponed indefinitely the
date of entry into force of this amendment pending the results of a research project on accounting using the
equity method. The changes have not yet been adopted by the EU.

The Bank considers that the amendments, when first applied, will not have a significant impact on the financial
statements.

o IAS I Presentation of Financial Statements: Classification of Debts as Current Debts or Long-Term
Debts. The amendments shall enter into force for annual periods beginning on or after 1 January
2022, and early application shall be permitted. The IASB issued a draft exposure to postpone the
effective date ofJanuary 1,2023

The changes aim to promote consistency in the application of requirements, helping companies to determine
whether, in the statement of financial position, debts and liabilities with an uncertain settlement date should be
classified as current or long-term. The amendments affect the presentation of liabilities in the statement of
financial position and do not change existing requirements for the measurement or timing of the recognition of
any asset, liability, income or expense, nor the information that entities disclose about those items. The
amendments also clarifu the classification requirements for debts that can be settled by the company issuing
equity instruments. These Amendments have not yet been adopted by the EU. The Bank considers that the
amendments, when first applied, will not have a significant impact on the financial statements.
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2. Accountingpolicies(continued)

2.5 Standards, amendments and interpretations to existing standards that are not yet in force and have
not been adopted early by the Bank (continued)

o IFRS 3 Business Combinations; IAS 16 Property, plant and equipment; IAS 37 Provisions,
contingent liabilities and contingent assets, and annual improvements. The amendments are in force
for annual periods beginning on or after I January 2022,with prior application permitted. The IASB
has issued limited scope amendments to the IFRS Standards as follows:
- IFRS 3 Business Combinations updates a reference in IFRS 3 to the Financial Reporting Conceptual

Framework without changing the accounting requirements for business combinations.

- IAS 16 Property, plant and equipment prohibits a company from deducting from the cost of property,
plant and equipment the amounts received from the sale of items produced while the company is
preparing the asset for use. instead, a company will recognize these revenues and related costs in profit
or loss.

- IAS 37 Provisions, contingent liabilities and contingent assets speci$ the costs that a company includes
in determining the cost of performing a contract for the purpose of assessing whether a contract is
onerous.

The Bank considers that the amendments, when first applied, will not have a significant impact on the financial
statements.

3. Cash and balances with National Bank

2020

DI DL' 000
2019

PI DL' 000

Cash on hand

Current account with NBM

Included in cash and cash equivalents (Note 19)

Mandatory reserve

274, 551

467, 618
236, 998

547, 743

742, 169

195, 296

784, 741

84, 219

937, 465 868, 960

Current account and obligatory reserves

The National Bank of Moldova (NBM) requires commercial banks to maintain for liquidity purposes a minimum
reserves calculated as a certain percentage of the average funds attracted by banks in the previous month

(between the l6th of the current month and the l5th of the following ), including all customer deposits.

Based on the decision No 85 of the Administrative Council of NBM dated 15 April 2004, the method for
calculation and maintaining the compulsory reserves was changed. Funds attracted in Moldovan Lei (MDL) and

in non-convertible currencies are reserved in MDL. Funds attracted in freely convertible currencies are reserved

in US Dollars (USD) and/or EURO (E[IR).As of 3l December 2020 the rate for calculation of the minimum

compulsory reserve in MDL was 32.0Yo (31 December 2019:42,5%) in USD and/or EUR was 30.0% (31

December 2019:18.0%).
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3. Cash and balances with National Bank (continued)

As at 3l December 2020 the balance reserved in the current account held with the NBM amounted to MDL'000
467,618 (31 December 2019:' MDL'000 547 ,743). This balance included mantadory reserve on funds attracted in

Moldovan Lei and non-convertible currencies. The balance reserved on USD and EUR compulsory reserve

accounts amounted to USD'000 1,196 and EUR'000 3,359 respectively (31 December 2019: USD'000 1,468

and EUR'000 3,002).

The interest paid by NBM on the compulsory reserves during 2020 varied between 0.01% and 0.01% annually

for reserves in foreign currency and 0.15%- 2.50o/o for reseryes in MDL (2019: 0.01% and 0.36% for reserves

in foreign currency and 3.15o/o - 4.50% annually for reserves in MDL). The compulsory reserves on funds

athacted in USD and EUR are placed in Nostro accounts of NBM at correspondent banks incorporated in OECD

countries.

The obligatory reserves held in the current account at NBM are available for use in the Bank's day to day

operations.

4. Current accounts and deposits with banks

2020

‡ WI DL' 000
2019

DI DL' 000

Current accounts

Overnight deposits

Included in cash and cash equivalents

109, 906

30, 526

58, 532

32, 761

140, 432 919293

140, 432 91, 293

Most current accounts and deposits are opened in foreign banks.

As at 3l December 2020 overnight deposits included balances denominated in USD with Bank of New York.

During 2020 the interest rate on ovemight deposits varied between 0.01% and 0.80%.
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5. Financial assets at amortized cost

State securities

Certificates issued by the NBM

Included in cash and cash equivalents (Note

Debt securities with maturity over 90 days

943, 349

2020

‡ WI DL' 000
2019

‡ WDL' 000

583, 597

359, 752

254, 047

249, 820

503, 867

19) 359, 752

593, 024

249, 820

258, 364

952, 776 508, 184

Minus: allowance for impairment losses ( 9, 427) ( 4, 317)

943, 349 503, 867

State securities as at 31 December 2020 represent MDL short- and medium-term securities issued by the

Ministry of Finance of the Republic of Moldova with interest rate ranging from 3 .41%o to 6.7 lYo annually (20 I 9:

4.50Yo-to 7.06%).

Certificates issued by the National Bank of Moldova as at 31 December 2020 are with an initial maturity of 14

days with an interest rate ranging between 2.65% afi 5.50% annually (2019: 5.50%-7.50%).

As of 3l December 2020 and 2019 the Bank did not hold any state securities as mortgage for loan from the

NBM.
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6. Loans, net

Loans

Minus: Allowance for impairment losses

Consumer loans

Manufacturing and trade

Agriculture and food industry

Loans granted to furancial non-banking sector

Construction and land improvements

Other

Loans nominal interest rates are presented below:

Balance as at I January

Write-offs

Recoveries

Charge for the year

Balance as at 3l December

Individual impairment

Collective impairment

2020

‡ WI DL' 000
2019

BI DL' 000

780, 467

( 56, 150)

933, 836

( 52, 389)

724, 317

As at 3l December 2020 the interest accrued on individually impaired loans amounted to MDL'000 7,067 (31

December 2019: MDL'000 7,067).

Analysis of loan portfolio by industry is presented below:

8819447

2020

‡ WI DL' 000
2019

ƒ ‹l DL' 000

358, 654

161, 156

101, 478

33, 213

5, 672

120, 294

440, 826

157, 901

135, 569

50, 404

15, 173

133, 963

780, 467 933, 836

2020
0/0

2019
0/0

Loans interest rate (mirVmax) 1. 0- 19. 0 1. 0- 20. 0

The movement in allowance for loans impairment losses during 2020 and 2019 are presented below. The

allowance for impairment losses includes the resumption of provisions for previously cancelled loans, but for

which the Bank has recorded reimbursements. The recoverable amount was credited directly to the reversal of

impairment in the profit or loss account for the current year.

2020

PI DL' 000

2019

PI DL' 000

52, 389

( 3, 165)

2, 165

54, 386

( 3, 247)

683

5674, 761

56, 150 52, 389

25, 253

30, 897

28, 482

23, 907

56, 150               1Œ^
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BC ENERGBANK SA
Expl anat ory not es on t he i l l di vi dual  r l nanci al  st at e ment s
For t he Year Ended 31 December 2020

6. Loans, net (continued)

Write off policy

The Bank writes off a loan balance (and any related allowance for impairment losses) when the Bank determines

that the loans are uncollectible. This actions is done after considering inforrnation such as the occurrence of
significant changes in the borrower financial position such that the borrower can no longer pay the obligation, or

that proceeds from collateral will not be sufficient to pay back the entire exposure.

7. Financial assets at fair value thorough other comprehensive income

Financial assets at fair value through other comprehensive income include unlisted equity investments in local

companies. The analysis of equity investnents is as follows:

Ownership Ownership
Field of activity 2020

%
2019         2020       2019

0/O   DI DL' 000  DI DL' 000

Electrosistem SA

Birou de credit SRL

Other

Leasing

Credit bureau

24. 83

4. 10

24. 83

4. 10

433

1, 144

60

860

815

154

1, 8291, 637

All financial assets at fair value through other comprehensive income as at 3l December 2020 were recorded at

cost, less any impairment allowance, because there is no quoted market price in an active market for them and

the fair value cannot be reliably determined. As at 3l December 2020, the Bank's management evaluated

investments at fair value. For the most significant, ttre fair value was determined by a revaluation report

performed by the independent expert evaluator and the fair value of the insignificant investments approximates

the cost.
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7. Financial assets at fair value thorough other comprehensive income (continued)

The decrease of the fair value of the participations in Birou de credit SRL was MDL'000
Electrosistem SA was MDL'000 427 . ln 20 I 8 Electrosistem initiated the insolvency process.

The movements in the investment portfolio are presented below:

2020

MDL'OOO

329 and f or

2019

PI DL' 000

Balance as at I January
Revaluation

Disposals

Additions

Balance as at 31 December

8. Intangible assets

Cost

Balance as at I January

Additions

Transfers

Disposals

Balance as at 31 December

Accumulated depreciation

Balance as at I January

Charge for the year

Disposals

Balance as at 3l December

Net book value

At 31 December

1, 829

( 98)

( 94)

2, 020

( 191)

1, 637 1, 829

2020

DI DL' 000
2019

PI DL' 000

16, 426

7, 606

( 2, 437)

15, 257

1, 360

46

( 237)

21, 595

9, 963

1, 546

( 1, 449)

10, 060 9, 963

11, 535 6, 463

The i nt angi bl e asset s represent  comput er sol "varc a nd workst at i on l i censes.

As at  31 December 2020 t he cost  of •‰ 1l y anl or t i zed i nt angi bl e asset s amount cd t o MDL' 00 06, 363( as at

31 December 2019: MDL' 0007, 390) .

16, 426

8, 828

1, 135
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATEMENTS
For t he Year Ended 31 l Decernber 2020

10. Other assets

Receivables from money transfer systems (Note 19)

Settlements with other individuals

Investment property

Assets taken in possession

Inventory and spare parts

Prepayments

Debtors on capital investrnents

Other assets

Minus: Allowance for losses on assets taken in possession

Corporate customers

Current accounts

Term deposits

Individuals
Current accounts

Term deposits

4, 098

990

47

46. 526
1, 296

1, 418

5, 454

( 15, 978)              ( 20, 911)

2020

DI DL' 000
2019

DI DL' 000

6, 163

1, 117

47

27•A813
1, 054

1, 126

385

3, 807

25, 534 38, 918

Assets for resale include land and buildings, taken into possession by the Bank in exchange for repayment of

loans.

11. Due to customers

2020

DI DL' 000
2019

DI DL' 000

891, 689

13, 497

659, 740

20, 993

905, 186

425, 738

782, 286

680, 733

278, 747

788, 600

1, 208, 024 1, 067, 347

2, 113, 210        1, 748, 082
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATE‡WI ENTS
For t he Year Ended 31 December 2020

11. Due to customers (continued)

The annual interest rates paid by the Bank for the MDL and FCY deposits of individuals and legal entities

ranged as follows:

2019
pI DL FCY FCY

% % 0/ •œ

ml n  max nl i n max  nl l n nl l n max

2020

DI DL
0/0%%%%

Enterprises

Demand deposits

Term deposits up to 3 months

Term deposits >3 months< I year

Term deposits over I year

Individuals

Demand deposits

Term deposits up to 3 months

Term deposits >3 months< I year

Term deposits over I year

12. Other borrowings

Borrowings

RISP loans with floating rate due

FIDA loans with floating rate due

PAC loans with floating rate due

Filiera Vinului loans with floating rate due

Livada Moldovei

Interest accrued

0. 00  0. 00

0. 00  0. 00

1. 50  3. 00

0. 00  0. 00

0. 00  0. 00

0. 00  0. 65

1. 85  4. 40

4. 5   5. 5

0. 00  0. 00

0. 00   0. 00

0. 50   2. 50

0. 00   0. 00

0. 00    0. 00

0. 00    0. 00

0. 10    0. 50

0. 00    0. 50

0. 00

0. 00

0. 10

0. 00

0. 00

0. 00

4. 00

4. 00

0. 00

0. 00

0. 36

0. 10

0. 00

1. 00

4. 90

6. 20

0. 00  0. 00

0. 10   0. 80

1. 05   2. 00

1. 44   0. 30

0. 00    0. 00

0. 00    0. 10

0. 20    1. 75

0. 10    2. 50

Interest rate,oh

2020

PI DL' 000

2019

DI DL' 000

1. 35- 3. 25

1. 35- 3. 25

0. 99- 3. 25

0. 6- 3. 25

12, 863

8, 267

4, 682

27, 748

214

25, 944

15, 904

523

6, 605

29, 923

531

53, 774       7%Œ^

During 2020 and 2019 the Bank did not have any defaults of principal, interest, or other breaches of contractual

terms.
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATEPI ENTS
For t he Year Ended 31 December 2020

13.  Ot her l i abi l i t i es

Suspended accounts

Amounts in transit

Settlements with employees

Settlements with other individuals and entities

Operating lease

Other

Profit before tax

Moldovan statutory income iax rate

Expected tax expense

Effect of deductible/non-deductible expenses/revenue

Actual tax expense

Tax expense comprises:

Current tax expense

Defened tax expense:

- Origination and reversal of temporary differences

2020

DI DL' 000
2019

‡ W• yDL' 000

737

119

7, 113

26, 474

4, 982

1. 365

486

1

6, 514

11, 454

4, 687

472

40, 790               23, 614

Suspended accounts represent balances of customers with incomplete information, which after the clearance are

transferred to customers' accounts.

14. Taxation

The major components of tax expense and the reconciliation of the expected tax expense based on the effective

tax rate of 12% (2019: l2%) and the reported tax expense in profit or loss are as follows:

2020

‡ WI DL' 000

2019

‡ WI DL' 000

46, 797

12%
52, 922

12%
5, 616

( 3, 218)

6, 351

( 906)

2, 398 5, 445

3, 380

( 982)

5, 186

259

2, 398 5, 445
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATE‡Wl ENTS
For t he Year Ended 31 December 2020

14. Taxation(continued)

Deferred taxes arising from temporary differences are summarized as follows:

Deferred tax assets (liabilities)

Assets

Properfy, plant and equipment

Liabilities

Other liabilities

Recognised as:

Deferred tax asset

Deferred tax liability

Deferred tax assets (liabilities)

Assets

Property, plant and equipment

Liabilities

Other liabilities

l  J anuary 2020

PI DL' 000

Recogni zed i n
pror l t  and l oss  31 December 2020

‡ WI DL' 000       ‡ Wl DL' 000

( 4, 761)

782

910     ( 3, 851)

72 854

( 3, 979)       982     ( 2, 997)

Recogni zed i n
l  J anuary 2020    pror l t  and

l oss

RI DL' 000     MDL' 000

Changes af t er
newl y adj ust ed

cal cul at i on*

‡ Wl DL' 000

31 December
2020

pI DL' 000

( 3, 979)

72

910

782

( 782)

854

( 3, 851)

*f —Í
• Œr ` ƒËJ ƒÍ

• g
sƒm

• g` •Œ
— Íƒ Æ t t ƒÀƒ Æc‚ß • •‚ ° DƒÕr ra•Œ aƒÎ ƒ Ô ƒ ¿ssƒ¿ /Dc•Œƒ Òr ‹™9•Œrax r i abJ •û ƒ Nws•Œ

` ƒÕ
t t ƒÆƒ OC•g• •

• g
• •• ŒJ ƒb‚ Ì .

ƒ ‹D•gƒ Ç• •b̀ /2•• ƒ ¿• Œ— Íƒ Æb•• ƒ ¿t t ƒÍ l •œr  t t s•• ƒ ¿ƒ ‹• •DƒÕr raƒO rƒ¿ ƒ ¿ssƒ¿ ƒ ¿‚ ¾DƒÕ– c• Œ • Œƒ ¿ • Œ• •bJ •• ƒ N.

l  J anuary 2019

‡ WI DL' 000

Recogni zed i n
pror l t  and l oss  31 December 2019

BI DL' 000        MDL' 000

( 4, 477) ( 284)

Recognised as:

Deferred tax asset

Deferred tax liability

Deferred tax was calculated by applying the 2020 standard tax rate of l2o/o (2019 standard tax rate of l2%).

( 4, 761)
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATEPl ENTS
For t he Year Ended 31 December 2020

15. Share capital

Share capital as at 3l December 2020 represents 2,000 thousand (31 December 2019: 2,000 thousand) ordinary

shares authorized ard issued: treasury shares held by the Bank - 192.07 thousand shares (2019: zero), registered

according to PV of Steering Committeero.44 of 05.08.2020.

As at 3l December 2020 and 2019 the nominal value per share is MDL 50. All shares have equal voting rights

and are fully paid.

The shareholders, whose share part exceeds 5% of the total number of shares issued, are listed as follows:

2020
0/0

2019
0/0Share capital consists of:

ICS ,,RED UNION FENOSA'' SA

Dima-Holding SRL

Sfinx-Impex SA

Enteh SA

Energbank SA *

Acfiuni de tezaur

Altele, mai putin de 5% fiecare

8. 62

6. 89

8. 10

49. 79

9. 60

17. 00

9. 98

8. 62

6. 89

8. 10

49. 43

16. 98

100. 00 100. 00

* - newly issued and registered shares in the bank's account until their sale (according to art.52 (l) oflaw no.

202 of 06.10.2017 onthe activity of banks).

In accordance with the Law on the activity of banks no.20212017, in the period 2018-2019, as a result of the

supervision by the NBM of the Bank's shareholders and finding concerted activity of some shareholders without

the prior permission of the NBM as well as other aspects regarding shareholder transparency, were registered 5

decisions of the NBM Executive Committee regarding the cancellation righr of l5 shareholders, with a share of

81.04% of the bank's capital (52.56% represent blocked shares following the frnding of the concerted activity

without informing the NBM, and the remaining 28.48% for other reasons regarding shareholder transparency) or

1,522,429 shares. Of these, 988,546 shares or 49.43o/o of the bank's capital (ISIN code MDl4ENERI00l) were

cancelled and new shares were issued in the same number and of the same class.

In order to execute the provisions of the Law on the activity of banks no.202 I 2017, the Decision of the

Executive Committee of the NBM no.56 of 21.02.2019, the Decision of the Executive Committee of the NBM

no.l75 of 30.07 .2020, by the decision of the Bank Management Committee - minutes no. 44 of 05.08.2020, the

decision was taken regarding the redemption ofown shares (192,074 shares) based on "treasury shares".

There are 4l other shareholders (December 31,2019:37 shareholders) of which 34 shareholders are individuals

alndT - entities (December 31,2019:30 individuals and 7 entities).
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATE‡WI ENTS
For t he Year Ended 31 December 2020

16. Other reserves

Statutory reseryes

General reserves for banking risks

Own funds

Own funds level I

Own funds basic level I

Ratio of own funds - Total

During 2020, the Bank has comPlied

requirements applicable to that period.

480, 776

480, 776

480, 776

460/0

t o t he NBM l egi si at i ve

2020

PI DL' 000
2019

‡ WI DL' 000

10, 002

107, 064

10, 002

123, 758

117, 066 133, 76o

In accordance with local legislation, the Bank is required to create a legal reserve by appropriation of5% ofthe

net profit for the year until this reserve is equal to at least l0% of the issued and fully paid share capital. This is a

non-distributable reserve.

General reserves for banking risks include amounts resulting from differences between assets impairment under

IFRS and the calculated but unformed amount of allowances for asset and conditional commitnents losses under

prudential regulations (NBM).

17. Dividends per share

In2020 no dividends have been proposed and distributed. In 2019 no dividends were proposed and distributed.

18. Capital management

The Bank's objectives when managing capital are to safeguard the Bank's ability to continue as a going concem

in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital

structure to reduce the cost ofcapital.

To maintain or adjust the capital structure, the Bank may adjust the sum of dividends paid to shareholders, return

capital, issue new shares or sell assets to reduce debts. No changes were made in the objectives, policies, and

processes from the previous years.

Capital adequacy and the use of regulatory capital are monitored by the Bank's management, employing

techniques based on the requirements developed by the National Bank of Moldova.

The NBM requires each bank or group banks to hold the minimum level of the regulatory capital of at least

15,5% (December 31, 2019 -15.5%).

2020

‡ WI DL' 000

2019

RI I DL' 000

525, 113

525, 113

525, 113

54%

accordi ngwith the prudential indicators
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATEPI ENTS
For t he Year Ended 31 December 2020

19. Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise the following balances with less

than 90 days:

Notes 2020

PI DL' 000
2019

DI DL' 000

Cash and balances with National Bank

Current accounts and deposits with banks

Debt securities

Other assets

20. Interest and similar income and expense

Interest and similur income

Loans and advances to clients

State securities

Loans and advances to banks

Interest expense snd similsr charges

Deposits from individuals

Deposis from entities

Deposits and loans from banks

Other borrowings

Other

Net interest income

3

5

10

742, 169

140, 778

359, 752

6, 163

784, 741

91, 488

249, 820

4, 098

1, 248, 862 1, 130, 147

2020

‡ WI DL' 000
2019

DI DL' 000

80, 610

34, 066

2, 981

88, 494

29, 396

17, 755

117, 657

( 25, 617)

( 739)

( 440)

( 1, 640)

( 180)

135, 645

( 28, 260)

( 1, 523)

( 431)

( 2, 008)

( 240)

( 28, 616) ( 32, 462)

89, 041_     103, l o•ã
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATEDI EENTS
For t he Year Ended 31 December 2020

21. Net fee and commission income

Fee and commission income

Processing payments from clients

Commission on guarantees and letters of credit

Transactions with debit cards

Other

Fee and commission expense

Commissions on debit card services

Interbank transactions

Other

Net fee and commission income

22. Financial income, net

Gains from trading foreign currency, net

Foreign exchange losses

Dividend income on shares

23. Other operating income, net

Rent income

Gains/(losses) on disposal of property, plant and

equipment and other assets

Other non-interest income

2020

PI DL' 000
2019

DI DL' 000

49, 345

1, 064

3, 793

2, 348

49, 708

1, 111

3, 415

2, 360

56, 550

( 8, 245)

( 3, 803)

( 1, 862)

56, 594

( 8, 159)

( 3, 825)

( 335)

( 13, 910) ( 12, 319)

42, 640 44, 275

2020

NI DL' 000

2019

DI DL' 000

58, 705

( 2, 596)

129

39, 951

( 1, H2)
181

56, 238               39, 020

2020

DI DL' 000

2019

‡ WI DL' 000

1, 821

( 401)

145

1, 324

( 1, 129)

338

5331, 565

•¬
‚O



BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATE‡WI ENTS
For t he Year Ended 31 December 2020

24. Personnel expenses

Salaries and bonuses

Social insurance and contributions

Medical insurance

Other personnel expenses

Provision for unused vacation

Utilities and rent

Post and telephone

Safety and security costs

Advertising and charity

Office supplies

Repairs and maintenance

Professional services

Guarantee fund

Taxes and penalties

Other

26. Depreciation and amortization expenses

Tangible assets

Accumulated depreciation on financial assets at fair

through other comprehensive income

Accumulated depreciation on right-of-use assets

Expenditure on provisions for conditional commitments

31, 942              32, 236

2020

‡ WI DL' 000
2019

DI DL' 000

63, 620

12, 520

3, 130

6, 240

6, 542

60, 503

11, 948

2, 987

6, 107

5, 907

92, 052 87, 452

The Bank makes contributions to the State pension system of the Republic of Moldova calculated as a

percentage of gross salary. These contributions are accounted as expenses in the statement of comprehensive

income during the period in which the related salary is earned by the employee.

25. General and administrative expenses

2020

DI DL' 000
2019

DI DL' 000

2, 873

2, 887

3, 043

4, 830

1, 127

6, 396

3, 199

2, 974

698

3, 915

3, 319

3, 087

3, 791

4, 381

1, 428

6, 369

3, 048

2, 253

807

3, 753

2020

‡ WI DL' 000

2019

DI DL' 000

value

7, 224

1, 546

2, 269

70

6, 715

1, 135

2, 133

21

11, 109               10, 004_
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27. Guarantees and other financial commitments

The aggregate amounts of outstanding guarantees, commitments,

December 2020 and2019 are:

Guarantees

Financing commitrnents and other

No later than I year

Later than I year and no later than 5 years

Later than 5 years

and other off-balance sheet items as at 3l

2020

BI DL' 000
2019

DI DL' 000

43, 617

83, 049

36, 258

55, 804

126, 666 92, 062

In the usual course of business, the Bank issues guarantees and letters of credit on behalf of its customers. The

credit risk of guarantees is identical to that from lending. In the case of a claim against the Bank because of a
customer's default on a guarantee these instruments also present a certain degree of liquidity risk to the Bank.

Financing commitments represent the Bank's commitrnents to grant loans and advances to customers. Financing

commitments do not necessarily imply a future cash outflow since many of these commitrnents will expire or

terminate without being funded.

28. Capitat commitments

There were no capital commiunents as at 3l December 2020 and20l9.

29. Operating lease commitments

Future minimum payments under operating leases for buildings and means of transport are as follows:

2020

PI DL' 000
2019

DI DL' 000

‚R

•@

‚P

•@•@

‚¡

‚P•@‚X‚V•@‚W‚Q•@‚R

1, 904

3, 398

6, 604 5, 302

30. Contingentliabilities

As at 3l December 2020 and 2019 the Bank is aplaintiffin several lawsuits arising from ordinary corporate

activities. In the opinion of Management and the Bank's legal department, tle probability of loss is low.
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31. Earnings per share

As at  31 December 2020

As at  31 December 2019

Ordi nary shares   Pror l t  at t r i but abl e t o equi t y    Basi c earni ngs

i ssued          hol ders of t he Bank        per share

DEDL' 000        ‡ WI DL

1, 807, 926

2, 000, 000

44, 399

47, 477

24. 56

23. 74

Main earnings per share are calculated by dividing net profit for the year attributable to ordinary equity holders

by the weighted average number of ordinary shares issued during the year. As of December 31,2020 and2019,

there were no dilutive capital instruments subscribed by the Bank.

During 2019, the Bank exposed for sale on the regulated market the newly issued shares as a single package, and

subsequently, as a result of the non-alienation and as separate shares, according to the requirements of art. 521 of
Law 20212017. The shares were not sold in time and according to the Minutes of the Management Committee

no. 44 of 05.08.2020, tle treasury shares in the amount of MDL'000 9,604 were registered.
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BC ENERGBANK SA
NOTES TO THE I NDI VDUAL FI NANCI AL STATE‡WI ENTS
For t he Year Ended 31 December 2020

32. Fair value of financial instruments (continued)

(i) Loans and advances to banl<s

Loans and advances to banks comprise inter-bank placements and loans. The fair value of floating rate

placements and overnight deposits approximates their book value. The estimated fair value of placements with

fxed interest rates is based on discounted cash flows using the predominant market interest rate for liabilities

with similar credit risk and maturity.

(ii) Financial assets at amortized cost

The fair value of the financial assets at amortized cost approximates the balance sheet value. These investrnents

are mainly State securities and Certificates issued by the NBM.

(iii) Loans and advances to customers

Loans and advances are net of impairment. The estimated fair value of loans and advances represents the

discounted amount of estimated future cash flows. Expected cash flows are discounted at current market rates to

determine fair value.

(iv) Liabililies, including due to olher bqnl{s, due to customers and other borrowed funds
The fair value of borrowings with floating rates approximates their book value. The estimated fair value of fxed
interest-bearing deposis and other borrowings without established market price is based on discounted cash

flows using interest rates for new debts with similar remaining maturity.

33. Related parties

In the ordinary economic activity during the year, the Bank conducted a series of banking and non-banking

transactions with related parties. These transactions include loans granting, deposit opening, payment

settlement, foreign currency transactions and purchase ofgoods and services from related parties.

According to the statement of the Bank's Board and the Executive Committee, on December 31, 2020 and

December, 31 2019 and during these periods, the Bank had no party that ultimately controlled the company, that

is, a person or a group of persons, which would have joint control. The shareholders and their representatives in

the Bank's Board and Executive Committee are working in a spirit of cooperation with regard to the governance

and implementation of the Bank's operational and financial policies.

Exposure to credit risk toward related parties

2020      2019

‡ WI DL' 000 BI DL' 000

Total amount of exposures to related parties

Interest rate (min/max.)

Own funds

Total amount of exposures to related parties toward own funds

465      8, 746

00/0•] 9. 500/0   0%•c 16%

525, 113    480, 776

0. 090/0 1. 820/ •B

The total credit debt of a person affrliated to the Bank and / or a group operating together with the affrliated person is

followed and does not exceed l0% of the Bank's own funds.

The total amount of credit debts granted to a person affiliated to the Bank and / or groups of persons acting together

witlr persons affiliated to the Bank does not exceed 20% of the Bank's fint-degree own funds.
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BC ENERGBANK SA
NOTES TO THE I NDI VI DUAL FI NANCI AL STATEMENTS
For t he Year Ended 31 December 2020

34. Risk management

The Bank manages the risks associated with the activities that may be carried out in accordance with the Bank's

statute and license, as well as the provisions of the legislation in force. The risks the Bank manages, the risk

management methods and tools, the main responsibilities of the Bank's risk management structures are specified

in the Risk Management Policy within the Bank.

The primary objective of the Bank is to manage risks carefully to prevent the negative internal or external impact

on the Bank's business leading to the non-realization of goals, unplanned losses or negative effects.

The risk management process will ensure the identification, measuranent, evaluation, diminution, monitoring

and reporting of activity-related risks at the level of activity lines and as a whole. In the process of risk

management, in order to minimize and anticipate the risks, the Bank carries out crisis simulations, generating

extreme scenarios on all significant activities of the Bank. The results of the simulations allow the identification

of vulnerabilities and the adoption of corrective action plans.

The Bank continuously evaluates and monitors significant risks such as credit risk, market risk (foreign

exchange risk, interest rate risk), liquidity risk, etc.

34.1 Credit risk

Credit risk is the most significant for the entire banking system. The bank understands credit risk as a potential

probability that borrowers/counterparties will not honour their commiunents to the Bank on time or fully. The

credit risk management system is based on the principles set out in the Credit Policy approved by the Board and

in the internal regulatory acts in the held, which takes into account the risk probability and risk profile of the

Bank.

The Bank exposes itself to credit risk through lease and advance granting activities, investnent activities,

issuance ofbank guarantees, holdings in current accounts (correspondent) and placements in banks.

Credit risk is managed by setting exposure limits (by customer, group of connected customers, business sectors,

product category, counterpart, etc.) by requiring appropriate collateral, by examining/analysing and monitoring

the financial position of the counterparty, by monitoring the evolution of the credit portfolio structure, by

applying a prudent provisioning policy when there is risk of possible loss.

Credit quality by class offinancial assets

The table below shows the credit quality by class of asset for all financial assets exposed to credit risk The

amounts presented are gross of impairment allowances.
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34. Risk management (continued)

34.1 Credit risk (continued)

Credit quality by class offinancial assets

The table below shows the credit quality by class of asset for all financial assets exposed to credit risk. The

amounts presented are gross of impairrnent allowances.

Note St age l

‡ WI DL' 000
St age 2      St age 3    31 Dec 2020   31 Dec 2019

PI I DL' 000  BI DL' 000   pI DL' 000    DI DL' 000

Balances with National
Bank
Current accounts and
deposits with banks
Financial assets at
amortized cost

Loans

Other financial assets

‚R

•@

‚S•@‚T

‚U‚g

662, 914

140, 777

952, 776

384, 196

8, 779

268, 923 127, 348

662, 914

140, 777

952, 776

780, 467

8, 779

631, 962

91, 488

508, 185

933, 836

6, 665

Loans and advances are summarized as follows:

Stage I

Stage 2

Stage 3

Less: Allowances for impairment losses

Stage I

Stage 2

Stage 3

2, 149, 442     268, 923 127, 348 2, 545, 713 2, 172, 136

I ndi vi dual s

31- Dec•] 20 31- Dec•] 19

DI DL' 000
253, 603

134, 552

25, 521

LI DL' 000
370, 443

108, 181

22, 095

413, 676

( 28, 817)

500, 719

( 23, 236)

384, 859 477, 483

Legal entities

31- Dec•] 20 31•N Dec•] 19

PI DL' 000
130, 593

134, 371

101, 827

DI DL' 000
167, 473

155, 034

110, 610

366, 791

( 27, 333)

433, 117

( 29, 153)

403, 964

Less: Allowances for impairment losses

339, 458
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34. Risk management (continued)

34.1 Credit risk (continued)

Loans and advances individually impaired

As at 3l December 2020 the individually impaired loans and advances to customers before taking into

consideration the cash flows from collateral held is MDL'000 80,238. As at 3l December 2019: MDL'000

70,113. The fair value of collateral that the Bank holds relating to loans individually determined to be impaired

at 3l December 2020 amounts to MDL'000 135,736. The collateral consists of properties and equipment.

Loans and advances renegotialed

Restructuring activities include extended payment arrangements, approved external management plans,

modification and deferral of payments. Following restructuring, a previously overdue customer account is reset

to a normal status and managed together with other similar accounts. Resructuring policies and practices are

based on indicators or criteria which, in the judgment of local management, indicate that payment will most

likely continue. These policies are kept under continuous review. As at 3l December 2020,the renegotiated

loans that would otherwise be past due or impaired is MDL'000 7,173 (2019: MDL'000 10,'154).

The renegotiated loans in the amount of MDL'000 7,173 consists of loans with the exceptional situation due to

the pandemic with COVID-19.

C red it-rel qted commitm ent s

The primary purpose of these instruments is to ensure that funds are available to a customer as required.

Guarantees and standby letters of credit - which represent irrevocable assurances that the Bank will make

payments in the event that a customer cannot meet its obligations to third parties - carry the same credit risk as

loans. Documentary and commercial letters of credit - which are written undertakings by the Bank on behalf of a

customer authorising a third party to draw drafu on the Bank up to a stipulated amount under specific terms and

conditions - are collateralised by the underlying shipments of goods to which they relate and therefore carry less

risk than a direct borrowing.

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of loans,

guarantees or letters of credit. With respect to credit risk on commitrnents to extend credit, the Bank is

potentially exposed to loss in an amount equal to the total unused commitments.

However, the potential amount of loss is less than the total unused commitmants, as most commitrnents to extend

credit are contingent upon customers maintaining specific credit standards. The Bank monitors the term to

maturity of credit commitrnents because longer-term commitments generally have a greater degree of credit risk

than shorter-term commitments.
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34. Risk management (continued)

34.1 Credit risk (continued)

Maximum exposure to credit risk before collateral held or other credit enhancements:

Not es           2020
DI DL' 000

2019

‡ WI DL' 000

Cash and accounts with the National Bank

Current accounts and deposits with banks

Financial assets at amortized cost

Loans, net

Other financial assets

Manufacturing and trade

Agriculture

Financial non- banking sector

Food industry

Service field

Productive industry

Other

3

4

5

6

11

662, 914

140, 432

943, 349

724, 317

631, 962

91, 293

503, 867

881, 447

8, 779              6, 665

Off-balance sheet items

Total credit risk exposure

2, 479, 791

126, 666

2, 606, 457 2, 207, 296

The above table represents a worst-case scenario of the Bank's exposure to the credit risk at 3l December

2020 and 2019, without taking account of any collateral held or other credit enhancements attached. For on

balance sheet assets, the exposures set out above are based on net carrying amounts as reported in the

balance sheet.

Management is confident in its ability to continue to control and sustain minimal exposure of the bank to the

credit risk.

Mqximum exposure to credit risk

The Bank's concentrations of risk are managed by client/counterparry and by industry sector.

Loan amounts are presented at gross carrying amount (at amortized cost before adjusting for impairment).

The loans granted to 20 major customers (Groups) of the Bank as at 3l December 2020 amounted to

MDL'000 248,214 representing 32%o of the Bank's gross loan portfolio (as at 3l December 2019: MDL'000

277 ,898 or 30%). These are analysed by industries as follows:

27

2, 115, 234

92, 062

2020

‡ WI DL' 000
2019

‡ WI DL' 000

91, 794

51, 291

32, 547

29, 922

28, 997

13, 278

385

84, 735

83, 528

50, 400

29, 917

25, 901

3, 418

248, 214             277, 898

For significant credit risk concentration at the industry level please refer to note 6.
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34. Risk management (continued)

34.2 Market risk

Market risk is the risk of losses on balance sheet and off-balance sheet positions due to unfavourable market

fluctuations in the prices of financial instruments and equity securities held for trading, interest rates and

foreign exchange rates.

Market risk management aims at creating a portfolio with low sensitivity to changes in the interest rate and

the exchange rate.

34.2.1 Foreign exchange risk

The Bank is exposed to foreign exchange risk by foreign currency transactions against the Moldovan leu, the

change in the value of monetary asses/liabilities following exchange rate fluctuations.

The Bank performs operations in both Moldovan and foreign crurency and monitors irc daily foreign exchange

exposure. The main foreign currencies held by the Bank are the US Dollar and the Euro.

Foreign exchange risk is managed in accordance with the Open Foreigrr Exchange Regulation. Exposure in

foreign crxrency is limited by the NBM for each currency and for total. The purpose of the Bank is to minimize

exposure to foreign exchange risk by maintaining an open foreign exchange position at a minimum level.

Sensitivity analysis to currency risk
The Bank performed a sensitivity analysis to foreign exchange risk at which it is reasonably exposed at 3l
December 2020, showing how income statement could have been affected as a result of possible changes in

currency rates.

The tables below show the currencies for which the Bank has significant exposure to currency risk as at 3l
December 2020 and as at 3l December 2019, for the balance sheet items that are sensitive to the currency rates'

modifications. The analysis demonstrates the effect of reasonably possible changes in currency rates against

Moldovan Leu with all other variables held constant:

As at 31 December 2020 Increase in Effect on PBT Decrease in Effect on PBT

currency rates, MDL'000 currency rates, MDL'000

+5%     ( 1, 330)
+5%      ( 723)

0/00/0

EUR
USD

• ]50/0          1, 330
- 50/0            723

As at 31 December 2019 Increase in Effect on PBT Decrease in Effect on PBT

currency rates, MDL'000 currency rates, MDL'000
%0/0

EI I R

USD
+5%     ( 1, 279)
+5%   _  ( 201)

• ]50/0          1, 279
- 50/0            201
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34. Risk management (continued)

34.2 Market risk (continued)

34.2.1 Foreign exchange risk (continued)

The tables below summarize the Bank's exposure to foreign curency exchange rate risk at 3l December 2020

and 3l December 2019. Included in the table are the Bank's financial assets and liabilities at carrying amounts,

categorized by currency.

31 December 2020

ASSETS
Cash and balances with
National Bank
Current accounts and deposits
with banks
Financial assets at amortized
cost

Loans, net
Financial assets at fair value

through other comprehensive

income

Other financial assets

Total assets

LIABILITIES
Due to banks

Due to customers

Other borrowings

Other financial liabilities

Total liabilities

GAP

Tot al

DI DL' 000
PI DL

DI DL' 000
USD

‡ WI DL' 000
EI I R

PI DL' 000
Ot her

DI DL' 000

937, 465

140, 432

943, 349

724ƒÀ 17

1, 637

8, 779

547, 517

( 346)

943, 349

545, 081

1, 637

3, 686

98, 648

48, 807

42, 514

1, 039

286, 677

84, 409

136, 722

4, 002

4, 623

7, 562

‚¤
‚ñ

2, 755, 979 2, 040, 924 191, 008 511, 810 12, 237

2, 113, 210

53, 774

31, 470

1, 404, 745

19, 043

28, 005

199, 775

1, 319

1, 349

497, 396

33, 412

2, 089

11, 294

27

2, 198, 454 1, 451, 793      202, 443 532, 897 11, 321

557, 525     589, 131     ( 11, 435) ( 21, 087)

Other currencies mainly include Russian Rouble, Belorussian Rouble and Ukrainian Hryvnia.

916
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34. Risk management (continued)

34.2 Market risk (continued)

34.2.1 Foreign exchange risk (continued)

31 December 2019

ASSETS
Cash and balances with
National Bank
Current accounts and deposits
with banks
Financial assets at amortized
cost

Loans, net
Financial assets at fair value

through other comprehensive

income

Other financial assets

Total assets

LIABILITIES
Due to banks

Due to customers

Other borrowings

Other financial liabilities

Total liabilities

GAP

1, 748, 080    1, 209, 286

79, 430      32, 476

15, 372 12, 861

Tot al

LI DL' 000
DI DL

DI DL' 000
USD

‡ WI DL' 000
EUR

ƒ ‹I DL' 000
Ot her

‡ WI DL' 000

868, 960

91, 293

503, 867

881, 447

1, 829

6, 665

627, 168

( 195)

503, 867

656, 304

1, 829

3, 800

58, 484

45, 523

45, 270

807

173, 124

41, 000

179, 873

2, 058

10, 184

4, 965

2, 354, 061 1, 792, 773 150, 084 39` , 055 15, 149

149, 459

3, 610

1, 027

376, 806

43, 344

1, 484

12, 529

1, 842, 882    1, 254, 623 154, 096 421, 634 12, 529

511, 179     538, 150 ( 4, 012) ( 25, 579) 2, 620

Other currencies mainly include Russian Rouble, Belorussian Rouble and Ukrainian Hryvnia.
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34. Risk management (continued)

34.2 Market risk (continued)

34.2.2 lnterest rate risk

The Bank's activity is exposed to the risk of interest rate fluctuation, which is expressed by the fact that the

interest- bearing assets and liabilities become due or change their value under different terms or amounts.

The main instrument used in interest rate risk management is the analysis of interest rate change differences,

based on which the sensitivity of the balance sheet to yield curves is calculated.

The Bank seeks to reduce the gap between assets and liabilities sensitive to interest rate fluctuations, so that

the impact of interest rate variation on net interest income is as low as possible.

Interest sensitivity of assets, liabililies and offbalance sheet items - interest rate exchange analysis

Depending on the evolution of the financial market, the Bank estimates a fluctuation of +/- 100 and +/- 50 basis

points for its assets and liabilities and determines the impact of these possible changes on net interest income:

Increase in basis Sensitivity of Net Interest Decrease in Sensitivity of Net Interest

points Income, MDL'000 basis points I ncomc, MDL' 000
2020 +100

+50
11, 349

5, 675

- 100

- 50
( 11, 349)

( 5, 675)

2019 +100
+50

7, 876 - 100 ( 7, 876)

3, 937             - 50                ( 3, 937)

The tables below summarize the Bank's exposure to interest

3l December20l9. Included in the table are the Bank's financial

categorized by the earlier of contractual repricing or maturity dates.

rate risks as at 3l
assets and liabilities

December 2020 and

at carrying amounts,
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34. Risk management (continued)

34.3 Liquidity risk

Liquidity risk is the risk of losses due to the bank's inability to meet its obligations at maturity. The Bank
manages its assets and liabilities, focusing on the proper deterrnination of the balance sheet structure by
continually correlating resources and placements in terms of structure and maturity.

Liquidity risk management aims at maintaining an optimal ratio between effective liquidity and profitability
objectives, while complying with prudential requirements for minimum reseryes and regulated liquidity ratios
(Principle I, Principle II, Principle III). The liquidity risk management process is geared to anticipate crisis
situations and managing them.

The bank monitors daily the liquidity risk indicators, analyses the liquidity risk profile on a monthly basis and

assesses quarterly the impact of some crisis scenarios related to the Bank's liquidity.

The table below classifies the Bank's assets and liabilities into maturity groups that are based on the outstanding
period up to the contractual maturity at the balance sheet date based on undiscounted contractual payment
obligations. Payments requiring notification are teated as if the notification had been made immediately.
However, the Bank estimates that many customers will not be required to pay the bonds in the near future in
which the Bank would have to pay and the table does not reflect the expected cash flows indicated by the Bank's
history of maintaining the deposits.
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34. Risk management (continued)

34.3 Liquidity risk (continued)

The tables below show the contractual expiry by maturity of the Bank's contingent liabilities and commitrnents:

Less than 3 From 3 months From I to More than
31 Decenl ber 2020 mont hs

PI DL' 000
t o l  year     S years     5 years       Tot al

DI DL' 000  ‡ WI DL' 000  PDL' 000  DI DL' 000

Commitments and guarantees

31 December 2019

@estated)

Commitments and guarantees

Country name

Moldova

Countries EMU

Other countries- EU members

USA

Offshore

Other countries

19, 747 58, 213 48, 706 126, 666

19, 747 58, 213 48, 706 126, 666

Less t han 3
mont hs

PI DL' 000

From 3
mont hs t o l    From l  t o  ‡Wl ore t han

year     5 years     5 years       Tot al

DI DL' 000  DI DL' 000  BI DL' 000  DI DL' 000

22, 172 35, 710 33, 941 239 92, 062

22, 172 35, 710 33, 941 239 92, 062

The Bank expects that not all of the contingent liabilities or commitnents will be collected before obligations

expires.

35. Geographical concentration

The Bank's geographical focus on assets and liabilities is set out below:

31 December 2020 31 December 2019

Tot al
Tot al  asset s   habi l i t i es

oDL' 000)  01DL' 000) ODL' 000)  ( DI EDL' 000)
2, 797, 324    2, 178, 989    2, 453, 628     1, 834, 048

Tddt t s ht t Ls

1, 209

110

564

3, 546

3, 408       15, 626

2, 917, 296    2, 211, 625 2, 531, 269 1, 855, 103

81, 310

30, 700

7, 962

4, 394

148

796

18, 080

9, 218

39, 579

1, 719

32, 935
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36. Maturity analysis of assets and liabilities

The tables below represent the analysis of assets and liabilities in terms of their expected recovery or settlement
term:

Up t o l  year,

DI DL' 000
‡Wl ore t han l  year,

PDL' 000 Tot al31 December 2020

ASSETS

Cash and balances with National Bank
Current accounts and deposits wittr
banks

Financial assets at amortized cost

Loans, net

Financial assets at fair value through
other comprehensive income
Intangible assets

Property and equipment

Current income tax asset

Deferred income tax asset

Other assets

Total assets

LIABILITIES
Due to customers

Other borrowings

Other liabilities

Defened tax liabilities

Total liabilities

Gap

937, 465

140, 432

923, 404

159, 347

1, 637

1, 257

854

14, 505

19, 945

564, 970

11, 535

130, 916

11, 029

937, 465

140, 432

943, 349

724, 317

1, 637

11, 535

130, 916

1, 257

854

25, 534

2, 178, 901

1, 919, 630

13, 483

37, 228

3, 851

738, 395

193, 580

40, 291

3, 562

2, 917, 296

2, 113, 210

53, 774

40, 790

3, 851

1, 974, 192 237, 433 2, 211, 625

204, 709 500, 962 705, 671
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36. Maturity analysis of assets and liabilities (continued)

Up t o l  year,
‡W•yDL' 000

More t han l  year,
DI DL' 000 Tot al3l December 2019

ASSETS

Cash and balances with National Bank
Current accounts and deposits with
banks

Financial assets at amortized cost

Loans, net

Financial assets at fair value through
other comprehensive income
Intangible assets

Property and equipment

Current income tax asset

Other assets

Total assets

LIABILITIES
Due to customers

Other borrowings

Other liabilities

Deferred tax liabilities

Total liabilities

Gap

868, 960

91, 293

503, 474

180, 463

1, 829

1, 387

13, 439

393

700, 984

6, 463

137, 105

25, 479

868, 960

91, 293

503, 867

881, 447

1, 829

6, 463

137, 105

1, 387

38, 918

1, 660, 845

1, 566, 193

10, 314

21, 030

3, 979

870, 424

181, 887

69, 116

2, 584

2, 531, 269

1, 748, 080

79, 430

23, 614

3, 979

1, 601, 516 253, 587 1, 855, 103

59, 329 616, 837 676, 166

37. Tax risk
The tax system in the Republic of Moldova has undergone several changes in recent years and is in a

continuous process of upgrading and modernization. As a result, there are still different interpretations of
tax legislation. In certain situations, the tax authorities may treat certain aspects differently by calculating

additional taxes and charges and interest and penalties for late payments. In Republic of Moldova, the tax

exercise remains open for fiscal verification for at least 4 years. The management of the Bank considers

that the tax liabilities included in these financial statements are adequate.

38. Information Technology Environment and related Controls

The Bank implements a number of policies, controls and procedures with regards to its information

technology (IT) infrastructure (hardware, operating systems, etc.) and application software that it uses to

support business operations and achieve business strategies. The Bank recognizes that a number of
deficiencies exist that affect all layers within its general IT Environment. These deficiencies create a

number of risks and although no critical incidents were recorded within the year that relate to failure of IT

confols and had a direct impact on financial reporting, Management acknowledges that actions need to be

taken to avoid possible disruptions in operations due to IT Failures. During the year 2020, the global

pandemic outbreak, affected the plans initially drafted for necessary improvements and updates on

policies, controls and procedures relating to the IT systems. However, overall, Management considers that

it has made significant progress in the year, especially in recognizing all critical residual risks and has

drafted a comprehensive plan going forward for the next year with specific planned actions addressing all

identified risks.
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39. Segment reporting

An segment of activity is component of the Bank which engages in business activities which may generate

income and incur expenses, whose results are examined periodically by Bank's decision factors with the

purpose of allocating resources to segments and evaluating their performance and for which separate financial
information is available. During 2020 ard 2019 the Bank performed bank transactions that were provided only
on the Moldovan market. Management considers that the inherent risks and benefits of banking activity do not

differ significantly between clients' categories as well as between different geographical regions, and therefore

does not require the need for separate reporting on segments that will provide some additional benefits. The

Bank does not monitor the activity on different segments because it considers it less relevant to the internal

decision-making process. The results are examined by the Bank only at the Bank level, as a unique segment.

40. Subsequent events

According to the decision of the Executive Committee of the NBM Ne 63 of 09.04.2021, the temporary

administrative mandates of Ms. Balanov Galina and Ms. Punga Elena were extended until 29.10.2021.

According to the Decision of the Executive Committee of the National Bank of Moldova no. 46 of 22.03.2021,

the term for sale was extended for another 3 months for 9.98%o of new shares issued as a result of the

cancellation of the shares held by the former shareholders.

On 30.03.2021 was registered the repurchased shares and the registration of treasury shares at the nominal value

of MDL'000 39,813 according to the Minutes no. l7 of 23.03.2021.

On March 31,2021, the Parliament of the Republic of Moldova decided to declare a state of emergency in the

country from April I to May 30,2021. From 03.04.2021, the quarantine regime was established in the localities,

during the state of emergency for a period of 2 months . At the same time, by Decision no. 15 of 28.04.2021 of

the Constitutional Court, the Decision of the Parliament of the Republic of Moldova of March 31,2021 was

declared unconstitutional.
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