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Numru 287 tal-4 ta’ Dicembru 2019 mis-Segretarju Parlamentari ghas-
Servizzi Finanzjarji, Ekonomija Digitali u Innovazzjoni.

Raymond Scicluna
Skrivan tal-Kamra



Parliamentary Secretary for Financial Services, Digital Economy and Innovation
Hon. Silvio Schembri MP

Office of the Prime Minister

Auberge de Castille

Valletta VLT 1061

26 November 2019

Dear Mr. Minister,

The Malta Financial Services Authority (hereinafter referred to as “MFSA”) had, with effect from 26
April 2016, appointed PricewaterhouseCoopers (hereinafter referred to as “PwC”) as Competent
Person in terms of Articles 29(1)(c) and 29(1)(d) of the Banking Act and in terms of Article 15A(1)(b)
and 15A(1)(c) of the Investment Services Act to perform the following functions in respect of the
business of Nemea Bank plc (hereinafter referred to as the “Bank™), a credit institution licenced in
terms of the Banking Act and the Investment Services Act having company registration number

C45026:

i.  totake charge of all assets of Nemea Bank plc, including any assets relating directly to its
investment services business, any interest arising from advances or loans made or credit
facilities given, for the purpose of safeguarding the interests of depositors, investment services
clients and creditors; and

ii.  to assume control of the Bank’s banking and investment services business and to continue
" carrying on that business until such time as the MFSA may direct.

In view of its role as Competent Person of Nemea Bank ple, PwC is required to present six-monthly
reports of its activities and accounts of all transactions carried out by PwC in the performance of its
functions, to the Minister for Finance in accordance with Article 29(3)(e) of the Banking Act.

PwC is hereby attaching copies of all the Competent Person six-monthly reports covering the period
from 26 April 2016 (appointment) to 30 June 2019 (end of the most recent six-month period), which
had been submitted in satisfaction of this requirement.

Yours sincerely,

AN
(s

Fabio Axisa
Partner

PricewaterhoyseCoopers, 78 Mill Street, Qormi QRM3101. Malta
T: (356) 2124 7000, F: (356) 2124 4768, www.pwe.com/mt

Thg firm is regi}lared as a partnership of Certified Public Accountants in terms of the Accountancy Profession Act.
A list of partr,

ers and directors of the firm is available at 78 Mill Street, Gormi, Malta.
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Key events

« 26 April 2016 — MFSA appoints PwC as Competent Person and imposes a daily withdrawal limit of €250 for
all the Bank’s depositors

« 26 April 2016 — MFSA informs the Bank about the decisions referred to above

« 27 April 2016 — MFSA issues Public Notice in respect of the appointment of the Competent Person and the
limit imposed on daily withdrawals by the Bank’s depositors

« 18 July 2016 — MFSA issues Public Notice to publicise its decisionto raise the limit on daily withdrawals by
Bank depositors to €2,500 per day thus relaxing the earlier restrictions

Nemea Bank plc - Competent Person Report December 2016
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2. Financial information




Statement of financial position

ASSETS
Balances with Central Bank of Malta,

treasury bills and cash 38,074,951 38,672,535 10,106,223 6,528,636
Financial assets at fair value through profit

and loss 1,109,922 1,097,852 1,171,800 1,059,940
Available-for-sale financial instruments - - 5,401,050 3,194,650
Loans and advances to banks 175,200 172,211 22,345,803 22,117,722
Loans and advances to customers: -

- Corporate portfolio 7,379,063 9,183,285 10,045,339 11,368,534

- Retail portfolio 1,625,640 1,633,007 1,650,765 2,671,253

- Group companies 1,555,613 1,555,613 1,555,613 1,554,913

- AASA portfolio 5,962,182 6,831,841 15,718,724 16,407,566
Impairment of loans and advances: -

- Corporate portfolios (2,653,408) (2,929,556) (1,469,489) (1,469,489)

- Retail portfolio (742,557) (742,557) (743,150) (1,043,150)

- Group companies - - - -

- AASA portfolio (1,278,119) (921,774) (483,893) (483,893)
Intangible assets 262,635 309,146 266,235 244,460
Property, plant and equipment 147,688 158,848 192,458 164,189
Deferred tax asset 2,158,714 1,899,006 898,524 941,725
Prepayments and accrued income 567,048 459,286 762,983 517,380
Other assets 1,025,605 572,182 938,315 1,546,423
TOTAL ASSETS 55,370,177 57,950,925 68,357,300 65,320,859

Nemea Bank plc - Competent Person Report
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Upon obtaining control over the Bank’s activities, the Competent
Person shifted balances held with credit institutions from term
placements to overnight deposits and eventually placed the majority
of the Bank’s overnight liquidity with the Central Bank of Malta,
giving rise to significant increase in balances held with the CBM
from c. €6.5 million to c. €38.1 million.

The Bank also liquidated its holdings in Malta Government Stocks.

The Competent Person also commenced a number of credit
management activities as follows:

the run-off of the AASA micro-loan portfolio (i.e. maturing loans
repaid by customers were not replaced by the issuance of new
loans). Accordingly the portfolio value decreased from c. €15.7
million to c. €5.9 million;

il.  direct contact with a number of corporate and retail customers
in order to negotiate early repayments of a number of facilities
resulting in loan balances decreasing from c¢.€11.7 million to c.
€9 million by the end of 2016; and

ii. re-assessed and revised specific accounting provisions in
respect of a number of borrowers.

The Bank also acts as fund manager of Nordic Investment Funds
(SICAV) Ltd in which it holds a direct holding in the form of units
issued valued at c.€1.1 million (shown under financial assets at
FVTPL).

December 2016
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Statement of financial position (cont’d)

EQUITY

Called up share capital 8,500,000 8,500,000 5,500,000 5,500,000
Other reserves 220,302 220,302 264,570 279,948
Accumulated losses (3,894,025) (3,403,124) (1,584,487) (1,670,362)
TOTAL EQUITY 4,826,277 5,317,178 4,180,083 4,109,586
LIABILITIES

Amounts owed to customers 49,386,974 51,655,839 62,150,092 59,937,445
Deferred tax liability - - 3,039 -
Current tax liability 144,073 144,073 144,073 144,073
Accruals and deferred income 752,412 771,509 829,824 1,005,175
Other liabilities 260,441 62,326 1,050,188 124,580
TOTAL LIABILITIES 50,543,900 52,633,747 64,177,216 61,211,273
TOTAL LIABILITIES AND TOTAL EQUITY 55,370,177 57,950,925 68,357,299 65,320,859

Nemea Bank plc - Competent Person Report
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Subsequent to the MFSA’s notification of appointment of the
Competent Person, customer deposit withdrawals were the only
transactions with depositors. Such withdrawals were permitted
only in line with the limits imposed by the MFSA. By the end of
2016, the Bank’s customer deposit portfolio decreased from c.
€62.2 million to c. €49.4 million.

Additionally, during the period, the Bank capitalised an amount
owed to its parent company amounting to €3 million and
converted it into equity, thereby increasing the called up share
capital to €8.5 million by the end of 2016.

The movement in other liabilities during the year is attributable to
a deposit effected very close to the appointment of the
Competent Person by a customer amounting to c¢. €900,000
which was held in suspense by the Bank until the Competent
Person resolved not to accept the deposit in line with the MFSA's
mandate, subsequent to which the funds were remitted back to
the customer.

The Bank’s other reserves also decreased as a result of
movements in the fair value reserve on holdings of Malta
Government Stocks.

December 2016
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Income statement

Interest receivable:
- on loans and advances to the Central Bank

of Malta & other banks 31,174 (735) 31,909 (1,591)
- on loans and advances to related parties 39,480 32,126 7,354 24,256
- on loans and advances to retail customers 68,774 46,699 22,075 35,181
- on loans and advances to corporate

customers 524,938 344,245 180,693 283,992
- on AASA loans 7,001,316 4,433,627 2,567,689 4,040,339
- on debt and other fixed income instruments 48,074 5,423 42,651 5,423
Total interest receivable 7,713,756 4,861,385 2,852,371 4,387,600
Interest payable:

- on deposits held with Central Bank of Malta

and other banks (73,170) (71,889) (1,281) (55,105)
- on customer deposits (1,328,225) (897,739) (430,486) (685,320)
- on AASA loans (5,388,958) (3,536,050) (1,852,909) (3,284,450)
Total interest payable (6,790,353) (4,505,678) (2,284,676) (4,024,875)
Net interest income 923,403 355,707 567,696 362,725
Net fee and commission income 202,817 47,291 155,527 45,942
Trading profits 204,632 92,772 111,860 80,702
Fund management income 266,196 104,775 161,421 84,102
Other items 19,033 (2,602) 21,635 (1,958)
Total operating income 1,616,081 597,943 1,018,139 571,513

Nemea Bank plc - Competent Person Report
PwC

As can be illustrated, the majority of the Bank’s revenue is
derived from interest income on loans to customers,
predominantly the AASA micro-loan portfolio, which amounted to
c. €7 million during 2016.

As a direct cost, the Bank is charged fees (generally as a % of
the total portfolio value on an ongoing basis) by AASA
Oy/Yleislaina Oy with respect to origination and ongoing
servicing of the portfolio on behalf of the Bank. Such costs
amounted to c. €5.4 million in 2016.

The Bank’s investment services activities also enable it to
generate the following income:

I. Fund management fees with respect to the management of
the Nordic Investment Funds (SICAV) Ltd which amounted
to c. €266,000 in 2016; and

i.  Trading profits, which represent fair value gains on the
Bank’s direct holdings in the Fund, amounting to c.
€205,000 in the same year.

The Bank to generate total operating income amounting to c.
€1.6 million during 2016.

December 2016

8



Income statement (cont’d)

Staff costs (1,257,529) (827,265) (430,264) (596,392)
General administrative expenses (1,562,397) (1,163,952) (398,444) (779,639)
Amortisation on intangible fixed assets (182,121) (146,110) (36,011) (79,599)
Depreciation on property, plant and

equipment (73,403) (52,099) (21,304) (36,954)
Provision for impairment of loans and

advances (1,981,285) (1,981,285) - (1,901,087)
Total operating expenses (5,056,735) (4,170,710) (886,023) (3,393,671)
Loss/profit before tax (3,440,654) (3,572,767) 132,116 (2,822,158)
Tax credit/(charge) 1,216,989 1,263,229 (46,240) 1,003,522
(Loss)/profit after tax (2,223,665) (2,309,538) 85,876 (1,818,636)
Other comprehensive income

(Loss)/profit after tax (2,223,665) (2,309,538) 85,876 (1,818,636)
Net (losses)/gains on available-for-sale

financial assets (59,646) (44,268) (15,378) (44,268)
Total comprehensive income (2,283,311) (2,353,806) 70,498 (1,862,904)

Nemea Bank plc - Competent Person Report
PwC

Subsequent to its appointment as Competent Person, PwWC re-
assessed and revised specific accounting provisions in respect of
a number of borrowers (as explained in further detail in the
Operational Developments Section).

This resulted in an increase in impairment allowances on loans
advances for the year amounting to c. €2.0 million.

General and administration expenses predominantly comprise
office rent, professional & legal services fees, regulatory fees, IT
related costs and other general expenses.

Total general administration expenses during the 8 months from
end April to December 2016 amounted to c. €1.1 million, of
which, c. €467,000 comprises Competent Person fees.

By way of breakdown, general administrative expenses are
analysed in further detail on the following page.

Taxation impacts relate to deferred tax asset recognition in
respect of losses registered and provisions for impairment
recognised; with deferred tax asset of €2.2 million recognised at
year end.

December 2016
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Analysis of general administrative expenses

The Bank’s general administrative expenses for the year ended 31 December 2016 are analysed in the following table:

Legal fees 60,802 53,848 6,962 32,076
Competent person fees 467,568 467,568 - 300,107
Other administration costs 1,034,027 642,536 391,482 447,456
Total general administrative expenses 1,562,397 1,163,952 398,444 779,639

General administration expenses include fees charged by the Competent Person in line with its mandate.

The Bank also incurs legal fees which represent fees charged by the Bank’s legal representatives in Malta and Finland with respect to their
involvement in matters involving litigation, court action and other general legal advice. During 2016, this involved assistance with the Bank’s first legal
action by a depositor, | ]. Legal fees also include judicial fees incurred by the Bank as a result of such court action.

Nemea Bank plc - Competent Person Report December 2016
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Analysis of movements in loan portfolio

Client 1
Client 2
Client 3
Client 3
Client4
Client4
Client 5
Client 6
Client 7
Client 8

€1,180,000)
€800,000)
€2,250,000)
€200,000)

~ o~ o~ o~
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1,310,897
1,203,125
1,180,000
1,147,959
102,041
940,000
911,290
600,000
508,750

1,203,125

234,277

20,825
208,891
411,290
300,000
500,000

1,310,897

1,180,000
913,682
81,216
731,109
500,000
300,000
8,750

1,932,172
1,234,375
1,180,000
800,000
2,250,000
200,000
940,000
911,290
600,000
522,500

274,308

208,891
911,290
300,000

1,932,172
960,067
1,180,000
800,000
2,250,000
200,000
731,109
300,000
522,500

(621,275)
(31,250)
(800,000)
(1,102,041)
(97,959)

(13,750)

928,817

234,277
20,825

(500,000)

500,000
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Analysis of movements in loan portfolio (cont’d)

Client 9 (€300,000)
Client 9 (€75,000)

Client 10
Client 11
Client 12
Client 13
Client 14
Client 15
Client 16
Client 17
Client 18
Client 19
Client 20

Total

Nemea Bank plc - Competent Person Report
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247,164 - 247,164 254,326 - 254,326 (7,162) -
63,989 - 63,089 65,676 - 65,676 (1,687) -
209,407 209,407 - 210,000 210,000 - (593) (593)
200,000 200,000 - 200,000 200,000 - - -
139,500 - 139,500 147,250 - 147,250 (7,750) -
75,000 75,000 - 75,000 75,000 - - -
52,308 - 52,308 53,778 - 53,778 (1,470) -
41,723 - 41,723 42,878 - 42,878 (1,154) -
38,400 - 38,400 42,900 - 42,900 (4,500) -
19,782 19,782 - 19,782 19,782 - - -
7,184 7,184 - 7,184 7,184 - - -
6,184 6,184 - 6,184 6,184 - - -
- - - 809 - 809 (809) -
9,004,703 3,395,965 5,608,738 11,696,104 2,212,639 9,483,465 (2,691,400) 1,183,326

December 2016
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Analysis of movements in AASA portfolio

The outstanding balance of micro-loans acquired by Nemea from AASA Oy/Yleislaina Oy (out of loans granted by AASA/Yleislaina) still
outstanding within the portfolio are reflected in the table below:

Current 5,091,801 15,512,544
1-30 days 160,367 77,478
31-60 days 123,180 44,024
61-90 days 104,062 32,908
91-360 days 461,273 50,787
>360 days 21,499 983
Total gross loans 5,962,182 15,718,724

Provision for impairment

- Specific provision (440,795) (483,893)
- Collective provision (837,324) -
Total provision (1,278,119) (483,893)
Net Carrying Amount 4,684,063 15,234,831

In calculating provisions on micro-loans forming part of the AASA portfolio, the Bank adopts the following high level approach:

() Specific provisioning on non-performing loans which comprises of a full provision on those NPLs where the Bank deems that the amounts
due by the customers are unrecoverable; and

(i) Collective provisioning on the remaining portfolio balances where the Bank calculates a general provision at a collective portfolio level on
all other balances by estimated credit loss allowances as a percentage of the remaining portfolio (including current loans) on the basis of
best management judgement.

Nemea Bank plc - Competent Person Report December 2016
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Analysis of movements in AASA portfolio

The amounts due to the Bank in respect of AASA contractual arrangements attributable to customer repayments and reimbursement of non-
performing loans identified as non-performing within a prescribed period subsequentto acquisition (which amounts are not reflected within the
portfolio balances highlighted on the previous page) are reproduced in the table below:

Other amountsdue from AASA 411,631 717,997

Nemea Bank plc - Competent Person Report December 2016
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3. Operational developments



Reconfiguration of approval rights

All transactions carried out by the bank require approval by PwC as Competent Person prior to execution.
Accordingly in collaboration with Nemea Bank’s IT team we reconfigured all operational systems to ensure
that no transactions are executed without PwC's formal approval, amending authorisation or approval rights.

In particular, no SWIFT transactions can be executed without PwC approval and accordingly the custody of
SWIFT keys was transferredto PwC to be utilised upon authorisation of SWIFT transactions.

We also managed reconfiguration of the front-end of the Bank’s operational systems to ensure no bank
customers or other third parties can execute any transactions with the bank without our prior
acknowledgement and approval.

Subsequent to appointment as Competent Person, we took control over all activities of the Bank, including
lending, deposit handling, payments and treasury management activities, with a view to controlling all these
processes. To the extent practicable, the operational processes were modified to facilitate processing, in
accordance with the bank’s procedures, by the bank’s employees but subject to PwC’s approval for all
processes. System access and approval rights have been modified to facilitate these processes.

Nemea Bank plc - Competent Person Report December 2016
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Deposit withdrawal process

« The only permitted transactions between the bank and its depositors comprise daily withdrawals in line with
the limits imposed by the MFSA. No other transactions are permitted and hence all other front end system
options have been suppressedthrough intervention of the Bank’s IT function on the systems.

« Adaily process has been structured such that all withdrawal requests received or submitted prior to a cut off
time on a particular day are processed on that same day with same value date subject to approval by PwC
through manual direct intervention, and subject to approval by the correspondent bank. Straight through
withdrawals have been suspended through the intervention of the Bank’s IT function. The correspondent
bank has put in place a rigorous process to assess and authorise all such withdrawals.

« Dalily reconciliation process between requests received and withdrawals effected has been put in place; with
automated and manual checks to ensure that all withdrawal requests are legitimate and in line with the
MFSA withdrawal limits. Daily reporting of withdrawals by depositors is being submitted to the MFSA.

« PwC has maintained active communication with all depositors that have been in touch, including replies to
phone calls (a call centre has been manned throughout all business hours), to email correspondence and to
more formal correspondence through lawyers in a limited number of cases. A standard communication to all
depositors has been issued to explain the status and situation on a regular basis.

Nemea Bank plc - Competent Person Report December 2016
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Treasury and liquidity management

Establishing control over the Bank'’s liquidity management by PwC in conjunction with the Bank'’s staff was
necessary in view of 2 key objectives:

1)

2)

Nemea

PwC

Ensuring that sufficient liquidity is available at all times to manage and execute all legitimate customer
deposit withdrawals in line with the daily withdrawal limits imposed by the MFSA,

Protectthe Bank from the likely legal actions by a number of key depositors (including one depositor with a
deposit in the region of €10 million), considering the stance taken by such depositors in correspondence with
the Competent Person and the Bank, and taking cognisance of the factthat one likely action could comprise
garnishee orders thus blocking the Bank’s liquidity. With the existing structure of funding and investments,
the major depositor could essentially cripple the bank if garnishee orders are executed attacking all sources
of liquidity and investments of the Bank. This risk was confirmed by the Bank’s legal advisors (Ganado
Advocates) and in conjunction with the legal advisors we structured an arrangement whereby all liquidity is
placed with one institution (as a garnishee order by the key depositor would only block funds up to the extent
of the deposit in substance) and potentially with an institution which is well versed with the situation of the
Bank. The local core domestic banks were approached by the Bank'’s office in charge of bank relationships,
but no interest was demonstrated by all such banks. Hence we resolved to go ahead with the Central Bank
of Malta in this respect, notwithstanding the negative interest rate to be applied in relation to € balances. We
sought approval from the MFSA; MFSA approved this arrangement.

Bank plc - Competent Person Report December 2016
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Treasury and liquidity management

« The Bank’s holdings of Malta Government Stocks, term placements with banks, overnight/call accounts with
banks and other liquid funds have been converted/transformed, as much as practicable, into liquid funds
placed with the CBM to consolidate funds with one party and partially counter potential actions by Bank’s
significant deposit customers as outlined above.

« The Bank gradually shifted the balances held with other credit institutions from term placements to overnight
deposits; as maturing term placements were not being rolled over.

« Term placements have accordingly been decreased and some even terminated with the exception of foreign
currency placement with a specific bank.

« All liquidity is being placed with the Central Bank of Malta, covering EUR (subject to negative interest rates),
USD and GBP, hence giving rise to significant balances held with the CBM.

Nemea Bank plc - Competent Person Report December 2016
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Lending portfolio activity

The Bank has a limited number of corporate and retail term loans (refer to analysis of movements in loan
portfolio on the previous pages) and in view of the fact that no further loans or advances are permitted, the only
transactions possible with lending customers are the handling of loan repayments. The loan book comprises a
limited number of term loans to corporates and individuals, mainly Finnish.

Our role as Competent Person has thus focused significantly on the recoverability of the loan book of the entity,
which loan book represents the key residual asset of Nemea, with a view to maximizing, to the extent
practicable, repayments of or recoveries fromsuch loans. PwC carried out an assessmentto determine the
recoverability of the Bank’s exposures with a view to formulate recovery strategies e.g. through legal
proceedings where necessary.

In conjunction with local and Finnish legal advisors:
1) we confirmed the existence and validity of the collateral as claimed in the respective client file;

2) we ensured that the collateral as per sanction letter or agreement has been perfected and if not, we
iInvestigated as to the reasons why this has not occurred; and

3) we confirmed the strength of and legal implications emanating from the collateral held by the bank.

Nemea Bank plc - Competent Person Report December 2016
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Lending portfolio activity

We engaged an independent Finnish real estate valuer to appraise the market value of property assets held as
collateral for specific exposures.

Our findings in respect of a number of exposures comprise:

1) Collateral which the bank’s management claimed was in place was in certain cases notin place or not
effective;

2) Collateral to be obtained as per sanction letter or the loan facility was not secured,

3) Collateral or ranking was changed after underwriting with the shareholders of the bank being the ones
effecting these changes without informing the governance structures of the Bank;

4) The legal and economic strength of certain collateral items resulted weaker than claimed by management
taking into account the input of legal advisors in Finland engaged by the Competent Person; and

Nemea Bank plc - Competent Person Report December 2016
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Lending portfolio activity

5) Property valuations as per the independent valuers engaged by the Competent Person were always
significantly lower than valuations the Bank previously held, which were in general too optimistic, too much
weighted in favour of future development potential and were mainly commissioned directly by the Bank'’s
customers.

These findings will have an impact on the next phase of recovery actions, including legal actions, and on the
level of provisioning for impairment in the financial statements of the entity.

Nemea Bank plc - Competent Person Report
PwC

December 2016

22



AASA porttfolio activity

The Bank had entered into agreements with AASA Oy/Yleislaina Oy (the parties) to purchase loans to
Finnish/Estonian individuals which would have been originated by AASA Oy/Yleislaina Oy. Upon appointment
as Competent Person, no further purchases under this agreement were deemed possible and accordingly only
customer repayments are to be processed.

The arrangement has been structured in a very strange manner and very much pro AASA Oy/Yleislaina Oy.
This arrangement is very difficult to manage by the Bank in view of the following circumstances:

1) No details about individual loans acquired by Nemea are provided to the Bank;

2) AASA Oyl/Yleislaina Oy decide on and actually implement what credit actions to pursue for recovery
purposes;

3) The Bank is totally dependent on information provided by the parties on status, recovery actions etc, with no
direct accessto systems;

4) All customers repay AASA Oy/Yleislaina Oy directly and the parties divert interest and capital repayments to
the bank post receipt in line with reporting to the Bank with the Bank only in a position to match incoming
funds to such reports; and

Nemea Bank plc - Competent Person Report December 2016
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AASA porttfolio activity

5) AASA Oyl/Yleislaina Oy carry out all servicing and accounting in respect of such portfolio with total
dependence of the Bank on such parties.

We are managing the interaction with AASA Oy/Yleislaina Oy directly as Competent Person. The parties are
claiming that in view of cessation of purchases of loans under the agreements, the Bank is deemed to have
breached the terms of the contract. We are obviously arguing this is solely attributable to regulatory actions and
cannot be ascribed as a breach of contract.

In the meantime the shareholding structure of AASA Oy/Yleislaina Oy has been modified without obtaining
Nemea’s consent. In our view this entitles Nemea to request repurchase of the portfolio at face value plus a
management fee. We have made the position of the Bank clear, with legal advisors involved, but the other
parties claim this is not the case. We will follow up on this, potentially escalating legal action.

We have also proposed that AASA/Yleislaina acquire the portfolio voluntarily, but the parties are not interested
In such a transaction at this point in time.

Nemea Bank plc - Competent Person Report December 2016
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Credit management activities

We started handling directly the interaction with the Bank’s customers within the Bank’s corporate and retail
portfolio (comprising a limited number of customers). Communication with a number of these customers is
proving to be difficult, particularly with those that appear to have personal or business relationships with the
Bank’s shareholders and who are in arrears in relation to principal and interest repayments. Some customers
are even avoiding contactand accordingly legal action might be instituted by the bank in certain cases.

We also handled directly the remittance of loan repayment requests to borrowers in accordance with the
contractual arrangements with the clients with a view to enhancing and maximising collections from customers.

We managed the following principal repayments fromthe Bank’s key customers within the loan portfolio:

I. loan repayments amounting to c. €1.2 million from Client 4 in line with the terms and conditions of the
contractwith the borrower;

il. loan repayments of c. €800,000 in full and final settlement of one loan to Client 3; and

lil. offsetting deposits due to Client 1 against loan receivable amounts due from the same customer tor the
amount of c. €600,000 in respect of the loan exposures to Client 1.

Nemea Bank plc - Competent Person Report December 2016
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Provisions for impairment on loans and advances

PwC also commenced review of impairment provisions as recorded in the financial statements of the entity to
challenge whether these reflectthe amounts actually expected to be recovered, on a prudent basis. This
doesn’t imply that the Competent Person will not pursue the recovery of amounts which have been provided for.

Hence during the period to 31 December 2016 the Competent Person re-assessed and revised specific
accounting provisions in respect of a number of borrowers in order to more accurately reflect the Bank’s
position in this respect. More specifically, the following changes in provisions for impairment were deemed
necessary:

I. recognised a specific provisionamounting to c. €250,000 on the residual amount due by Client 4 after
establishing the actual ranking of creditors in respect of property held as collateral and the valuation of the
property held as collateral by an independent real estate valuer (both actions initiated by the Competent
Person) taking into account the status on arrears;

li. increased the specific provision on Client 2 by c. €900,000 giving rise to a full provision of c. €1.2 million on
the exposure in view of the factthat the same property is utilised as collateral for another exposure of Nemea
Bank (Client 5 exposure) and the valuation of the property as per independent real estate valuer
(commissioned by the Competent Person) is not sufficientto provide cover in respect of the other exposure
hence rendering Client 2 exposure effectively unsecured,

Nemea Bank plc - Competent Person Report December 2016
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Provisions for impairment on loans and advances

lii. recognised a specific provision amounting to c¢. €500,000 on Client 8 exposure (representing full provision
on the exposure) in view of arrears and the factthat the exposure is effectively unsecured notwithstanding
the information contained within the client file; and

Iv. release in the specific provision in respect of the exposure to Client 6 from a full provision of c. €911,000 to
c. €411,000 (release of €500,000) taking cognisance of the perfection of the mortgage on a vessel owned
by the company effected during this period and the valuation of the vessel by an independent appraiser
commissioned by the Bank. Both actions were instigated by the Competent Person.

Nemea Bank plc - Competent Person Report December 2016
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4. Update on litigation and

court action



First legal action by a depositor

Mr. Messaging Limited vs. NemeaBank plc
Overview of the case

Mr. Messaging Limited had deposits with Nemea Bank. Following regulatory notices issued by the MFSA, depositors were allowedto withdraw
their deposits subject to a daily limit on withdrawals. Mr. Messaging Limited failed to withdraw funds in accordance with the daily limit imposed
by the MFSA. Eventually, given the Bank’s licence withdrawal by the ECB, Mr. Messaging could only claim under the Depositor Compensation
Scheme. Consequently, Mr. Messaging Limited filed a lawsuit against Nemea for the repayment of the remaining amount of €313.823.35.

Developments: Sworn application submitted on 28/11/2016.

Nemea Bank plc - Competent Person Report December 2016
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Key events

26 April 2016 — MFSA appoints PWC as Competent Person and imposes a daily withdrawal limit of €250 for all
the Bank’s depositors

26 April 2016 — MFSA informs the Bank about the decisions referredto above

27 April 2016 — MFSA issues Public Notice in respect of the appointment of the Competent Person and the limit
imposed on daily withdrawals by the Bank’s depositors

18 July 2016 — MFSA issues Public Notice to publicise its decisionto raise the limit on daily withdrawals by
Bank depositors to €2,500 per day thus relaxing the earlier restrictions

20 January 2017 — MFSA communicates its decision to propose to the European Central Bank the withdrawal of
Nemea Bank’s licence

23 March 2017 — ECB implements the withdrawal of the banking licence of Nemea Bank

30 March 2017 — Determination by the MFSA regarding Nemea’s inability to repay all liabilities hence invoking
the intervention of the Depositor Compensation Scheme to compensate depositors amounts up to €100,000 per
depositor

Nemea Bank plc - Competent Person Report June 2017
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2. Financial information




Statement of financial position

ASSETS

Balances with Central Bank of Malta, treasury

bills and cash 35,203,793 38,074,951
Financial assets at fair value through profit

and loss 1,118,397 1,109,922
Impairment of financial assets at fair value

through profit and loss (559,198) -
Loans and advances to banks 170,622 175,200
Loans and advances to customers:

- Corporate portfolio 7,273,516 7,379,063

- Retail portfolio 1,611,138 1,625,640

- Group companies 1,555,613 1,555,613

- AASA portfolio 4,688,957 5,962,182
Impairment of loans and advances:

- Corporate portfolios (3,638,165) (2,653,408)

- Retail portfolio (1,042,557) (742,557)

- Group companies (774,124) -

- AASA portfolio (1,210,844) (1,278,119)
Intangible assets - 262,635
Property, plant and equipment 107,068 147,688
Deferred tax asset - 2,158,714
Prepayments and accrued income 512,902 567,048
Other assets 1,729,297 1,025,605
TOTAL ASSETS 46,746,415 55,370,177

Nemea Bank plc - Competent Person Report
PwC

During the first 6 months of 2017, the following key changes to
the Bank’s asset base occurred :

a haircut to the fair value of the Bank’s holdings in the
Nordic Investment Funds (SICAV) Ltd was assigned by the
Competent Person in view of the uncertainty surrounding
the fund and the valuation of its assets;

the movement in the AASA micro-loan portfolio amounting
to c. €1.3 million is solely attributable to customer
repayments;

the remainder of the Bank’s loan portfolio comprising loans
to corporate & retail customers and related parties
remained stable during the period;

the deferred tax asset amounting to c. €2.2 million was
reversed by the Competent Person in view of the
withdrawal of the Bank’s licence (i.e. the uncertainty of the
Bank’s ability to generate future profits); and

an increase in AASA arrangement related balances
amounting to c. €700,000 (shown under ‘other assets’) also
occurred noted during the period in view of the amounts
withheld by AASA (further explained in the coming pages).

June 2017
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Statement of financial position (cont’d)

EQUITY

Called up share capital 8,500,000 8,500,000
Other reserves 220,302 220,302
Accumulated losses (10,880,203) (3,894,025)
TOTAL EQUITY (2,159,901) 4,826,277
LIABILITIES

Amounts owed to customers 13,397,072 49,386,974
Amounts owed to Depositor Compensation

Scheme 35,082,922 -
Current tax liability 144,073 144,073
Accruals and deferred income 121,232 752,412
Other liabilities 161,017 260,441
TOTAL LIABILITIES 48,906,316 50,543,900
TOTAL LIABILITIES AND TOTAL EQUITY 46,746,415 55,370,177

Nemea Bank plc - Competent Person Report
PwC

An increase of c. €6.9 million in accumulated losses was
registered by the Bank as a result of significant losses registered
during the six month period ended 30 June 2017.

Additionally, a liability amounting to €35.1 million was recognised
by the Bank subsequent to the compensation of amounts up to
€100,000 per depositor settled by the Depositor Compensation
Scheme. This resulted in a corresponding decrease in amounts
owed to customers.

June 2017
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Income statement

Interest receivable:
- on loans and advances to the Central Bank

of Malta & other banks 1,745 (735)
- on loans and advances to related parties 23,353 32,126
- on loans and advances to retail customers 33,607 46,699
- on loans and advances to corporate

customers 202,743 344,245
- on AASA loans 587,248 4,433,627
- on debt and other fixed income instruments - 5,423
Total interest receivable 848,696 4,861,385
Interest payable:

- on deposits held with Central Bank of Malta

and other banks (60,575) (71,889)
- on customer deposits (303,115) (897,739)
- on AASA loans (480,217) (3,536,050)
Total interest payable (843,907) (4,505,678)
Net interest income 4,789 355,707
Net fee and commission income 611 47,291
Trading profits 8,475 92,772
Fund management income 99,595 104,775
Other items (52,343) (2,602)
Total operating income 61,127 597,943

Nemea Bank plc - Competent Person Report

PwC

As can be illustrated, the Bank’s interest income generated
during the 6 month period ended 30 June 2017 amounted to c.
€849,000, which is significantly lower than the comparative
period. This is primarily due to the factthat the Bank allowed its
AASA micro-loan portfolio to run-off, as a result of which interest
income from the portfolio decreased from €4.4 million in the
previous period to only c. €587,000 within the current period.

The Bank also continued to earn fund management fees with
respect to the management of the Nordic Investment Funds
(SICAV) Ltd which amounted to ¢.€99,500 during the period.

June 2017
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Income statement (cont’d)

Staff costs (558,130) (827,264)
General administrative expenses (1,169,495) (1,163,952)
Amortisation on intangible fixed assets (52,449) (146,110)
Depreciation on property, plant and

equipment (25,581) (52,100)
Provision for impairment of loans and

advances (3,082,936) (1,981,285)
Total operating expenses (4,888,591) (4,170,711)
Loss before tax (4,827,464) (3,572,768)
(Deferred tax charge)/current tax credit (2,158,714) 1,263,229
Loss after tax (6,986,177) (2,309,539)

Nemea Bank plc - Competent Person Report
PwC

Staff payroll costs for the period decreased by c. €269,000
compared to the prior period, mainly due to the fact that the
Bank’s staff complement started declining during the period with
a number of resignations, which posts were not occupied again.

Additionally, the Bank further increased its impairment
allowances on loans advances to customers by c. €3 million
during the period, subsequent to further re-assessment by the
Competent Person (including valuation of security held as
collateral by an independent professionally qualified valuer
appointed by the Competent Person).

During the period, the Bank’s general administrative expenses

remained comparable to the prior period and amounted to c. €1.2

million. The Bank’s general administrative expenses are
analysed in further detail on the following page.

June 2017
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Analysis of general administrative expenses

The Bank’s general administrative expenses for the period ended 30 June 2017 are analysed in the following table:

€ €
Legal fees 162,818 53,848
Competent person fees 214,972 467,568
Other administration costs 791,705 642,536
Total general administrative expenses 1,169,495 1,163,952

General administration expenses include fees charged by the Competent Person in line with its mandate.

The Bank also incurs legal fees which represent fees charged by the Bank’s legal representatives in Malta and Finland with respect to their
involvement in matters involving litigation, court action and other general legal advice. Legal fees also include judicial fees incurred by the Bank as a

result of such court action.

Nemea Bank plc - Competent Person Report June 2017
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Analysis of movements in loan portfolio

Client 1 1,278,124 - 1,278,124 1,310,897 - 1,310,897 (32,773) -
Client 2 1,203,125 1,203,125 - 1,203,125 1,203,125 - - -
Client 3 (€1,180,000) 1,180,000 - 1,180,000 1,180,000 - 1,180,000 - -
Client 4 (€2,250,000) 1,147,959 470,733 677,226 1,147,959 234,277 913,682 - 236,456
Client 4 (€200,000) 29,267 29,267 - 102,041 20,825 81,216 (72,774) 8,442
Client5 940,000 940,000 - 940,000 208,891 731,109 - 731,109
Client 6 911,290 411,290 500,000 911,290 411,290 500,000 - -
Client 7 600,000 600,000 - 600,000 300,000 300,000 - 300,000
Client 8 508,750 508,750 - 508,750 500,000 8,750 - 8,750
Client 9 (€300,000) 242,343 - 242,343 247,164 - 247,164 (4,821) -
Client 9 (€75,000) 62,853 - 62,853 63,989 - 63,989 (1,136) -
Nemea Bank plc - Competent Person Report June 2017
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Analysis of movements in loan portfolio (cont’d)

Client 10
Client 11
Client 12
Client 13
Client 14
Client 15
Client 16
Client 17
Client 18
Client 19

Total

Nemea Bank plc - Competent Person Report
PwC

209,407 209,407 - 209,407 209,407 - - -
200,000 200,000 - 200,000 200,000 - - -
135,625 - 135,625 139,500 - 139,500 (3,875) -

75,000 75,000 - 75,000 75,000 - - -
51,179 - 51,179 52,308 - 52,308 (1,129) -
40,682 - 40,682 41,723 - 41,723 (1,041) -
35,900 - 35,900 38,400 - 38,400 (2,500) -
19,782 19,782 - 19,782 19,782 - - -

7,184 7,184 - 7,184 7,184 - - -

6,184 6,184 - 6,184 6,184 - - -

8,884,654 4,680,722 4,203,932 9,004,703 3,395,965 5,608,738 (120,049) 1,284,757

June 2017
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Analysis of movements in AASA portfolio

The outstanding balance of micro-loans acquired by Nemea from AASA Oy/Yleislaina Oy (out of loans granted by AASA/Yleislaina) still
outstanding within the portfolio are reflected in the table below:

Current 2,980,001 5,091,801 15,512,544
1-30 days 243,781 160,367 77,478
31-60 days 218,482 123,180 44,024
61-90 days 118,959 104,062 32,908
91-360 days 930,336 461,273 50,787
>360 days 197,398 21,499 983
Total gross loans 4,688,957 5,962,182 15,718,724

Provision for impairment

- Specific provision (417,593) (440,795) (483,893)
- Collective provision (793,251) (837,324) -
Total provision (1,210,844) (1,278,119) (483,893)
Net Carrying Amount 3.478,113 4,684,063 15,234,831

In calculating provisions on micro-loans forming part of the AASA portfolio, the Bank adopts the following high level approach:

() Specific provisioning on non-performing loans which comprises of a full provision on those NPLs where the Bank deems that the amounts
due by the customers are unrecoverable; and

(i) Collective provisioning on the remaining portfolio balances where the Bank calculates a general provision at a collective portfolio level on
all other balances by estimated credit loss allowances as a percentage of the remaining portfolio (including current loans) on the basis of
best management judgement.

Nemea Bank plc - Competent Person Report June 2017
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Analysis of movements in AASA portfolio

The amounts due to the Bank in respect of AASA contractual arrangements attributable to customer repayments and reimbursement of non-
performing loans identified as non-performing within a prescribed period subsequentto acquisition (which amounts are not reflected within the
portfolio balances highlighted on the previous page) are reproduced in the table below. Kindly also refer to page 17 whereby the amounts
withheld by AASA and hence reflected within the receivables below are explained in detail.

Other amounts due from AASA 1,524,480 411,631 717,997

Nemea Bank plc - Competent Person Report June 2017
PwC 14



3. Operational developments



Determination by MFSA and compensation by DCS

Determination by the MFSA regarding Nemea's inability to repay all liabilities has been announced during the
period, hence invoking the intervention of the Depositor Compensation Scheme to compensate depositors for
amounts up to €100,000 per depositor.

In our role as the Competent Person for Nemea Bank, pursuant to regulation 20 of the Depositor Compensation
Scheme Regulations, we set up in motion in conjunction with the Scheme a process to facilitate the
compensation process by the DCS by:

1) providing all the information about the depositors of Nemea to the DCS which information was deemed
necessary for the purposes of effecting the compensation;

2) reconciling the data submitted to the Scheme to the bank’s internal records and the Scheme’s records;

3) reconciling the compensation amounts actually effected by the DCS to the bank’s records to ensure there is
agreement on the liability to the Scheme by both parties; and

4) provided further information and assistance to communicate with a number of depositors in respect of whom
compensation was not effected successfully in the initial attempts.

Nemea Bank plc - Competent Person Report June 2017
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AASA porttfolio activity

Communication with AASA Oy/Yleislaina Oy was followed up but discussions remain difficult. A number of
meetings have been held in this respect.

AASA are making 2 further claims and have withheld payments due to the bank amounting to c. €1 million
(reflected as other assets within the balance sheet of Nemea Bank as dues from customer portfolio have been
adjusted) out of customer repayments in view of:

1) Alleged errorin computing interest income attributable to the bank as AASA is claiming interest is due to the
bank on a cash basis, which claim cannot be backed by a clause located in the agreements in place;

2) Partial refund of payment effectedto the Bank in prior years in view of ceased purchases of loans which
according to the Bank is not refundable; a photo of a document signed by one of the shareholders of the
bank has been produced to sustain offset of such refund against dues to the bank but this document is very
dubious and a copy of this document cannot be located within the bank’s records.

We rejected vigorously both claims.

We are also experiencing difficulties in obtaining information from AASA in order to assess and understand the
credit management and recovery actions undertaken by AASA on behalf of the bank.

The possibility of initiating legal action is being consideredin conjunction with the bank’s legal advisors.

Nemea Bank plc - Competent Person Report June 2017
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Credit management activities

Communication with Client 2, one of the bank’s loan customers, has stalled and the collateral position has
weakened following the bankruptcy proceedings initiated with respectto Entity A. The client has been in arrears
for a period of time and hence legal action has been triggered.

Legal actions have been initiated by the bank against Client 7 and Client 4 — refer to detail in coming pages.

June 2017
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Provisions for impairment of loans and advances

During the period, PWC re-assessed and revised specific accounting provisions in respect of a number of
borrowers in order to more accurately reflect the Bank’s position in this respect. More specifically, the following
changes were reflected:

increased the specific provision of Client 4 from c. €250,000 to c. €500,000 after a more detailed assessment
of the implications of findings in relation to the actual ranking of creditors in respect of the residual property
held as collateral and the valuation of the residual property held as collateral by an independent real estate
valuer. Taking into account the status on arrears with the client being in arrears onone of the two loans and
the fact the communication with the said client stalled, legal action against the client has been initiated.

li. increased the specific provision on exposure to Client 7 from€300,000 to a full provision of €600,000 as the

loan matured without being repaid during the period and communication with Client 7 is proving to be difficult
as the customer is avoiding contact. Client 7 is also one of the shareholders of | ], with which entity
the Bank has a contractual arrangement, and the bank is having difficulties in its relationship with [ .
Legal action against Client 7 has been initiated.

Nemea Bank plc - Competent Person Report June 2017
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Provisions for impairment of loans and advances

lii. increasedthe specific provision on Client 5 exposure from c. €209,000 to a full provision of €940,000 as
bankruptcy proceedings were initiated in respect of the parent company of the borrower ([Entity A]) thereby
reducing the chances of recovery taking cognisance of the indebtedness of the Entity A group. The principal
collateral held by the Bank is property owned directly by a subsidiary of Entity A. The client has been in
arrearsfor a period of time.

Iv. recognised a specific provisionamounting to c. €800,000 on the exposure to Related Party (i.e. the loan
issued to the Bank’s parent company) representing 50% of the exposure to the debtor which was previously
not provided for. The withdrawal of the licence is likely to give rise to a situation where the parent of the
bank will not honour its commitments. Also the collateral position has weakened significantly following the
developments at the level of Entity A.

Nemea Bank plc - Competent Person Report June 2017
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4. Update on litigation and

court action



Developments in respect of court cases initiated by a depositor

Mr. Messaging Limited vs. NemeaBank plc
Overview of the case

Mr. Messaging Limited had deposits with Nemea Bank. Following regulatory notices issued by the MFSA, depositors were allowedto withdraw
their deposits subject to a daily limit on withdrawals. Mr. Messaging Limited failed to withdraw funds in accordance with the daily limit imposed
by the MFSA. Eventually, given the Bank’s licence withdrawal by the ECB, Mr. Messaging could only claim under the Depositor Compensation
Scheme. Consequently, Mr. Messaging Limited filed a lawsuit against Nemea for the repayment of the remaining amount of €313.823.35.

Developments: No material developments during the period.

Nemea Bank plc - Competent Person Report June 2017
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Bank initiated lawsuits against specific defaulting customers

NemeaBank plc vs. Jukka Svensk

Jukka Svensk took a loan from Nemea pursuantto a loan agreement for the amount of €600,000. Jukka Svensk defaulted on the payments of
the said loan. A lawsuit was filed by Nemea for the repayment of the loan for the amount of €645,720 (inclusive of interest to date of filing).

Developments: Sworn application filed on 24/05/2017.

NemeaBank plc vs. Linerik OY and Henrik Lindfors

Linerik OY took a loan from Nemea Bank plc for €2,050,000 and Henrik Lindfors acted as personal guarantor on the said loan. Respondents
defaulted on the payments of the said loan. Lawsuit instituted for the repayment of the loan for €1,249,578.99 (including principal and interest
to date of lawsuit).

Developments: Sworn application filed on 24/05/2017.

NemeaBank plc vs. Liberi OY and Pasi Tapani Tinnila

Liberi OY took two loans from Nemea Bank plc amounting to €200,000 (Loan 1) and €2,250,000 (Loan 2). Pasi Tinnila acted as personal
guarantor on the said loans. Respondents defaulted on the payments of the loans. The bank filed a lawsuit for the repayment of the said loans
for €29,978.89 (Loan 1) and €1,188,437.31 (Loan 2), both including principal and interest to date of lawsuit.

Developments: Sworn application filed on 24/05/2017.

Nemea Bank plc - Competent Person Report June 2017
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Key events

26 April 2016 — MFSA appoints PWC as Competent Person and imposes a daily withdrawal limit of €250 for all
the Bank’s depositors

26 April 2016 — MFSA informs the Bank about the decisions referredto above

27 April 2016 — MFSA issues Public Notice in respect of the appointment of the Competent Person and the limit
imposed on daily withdrawals by the Bank’s depositors

18 July 2016 — MFSA issues Public Notice to publicise its decisionto raise the limit on daily withdrawals by
Bank depositors to €2,500 per day thus relaxing the earlier restrictions

20 January 2017 — MFSA communicates its decision to propose to the European Central Bank the withdrawal of
Nemea Bank’s licence

23 March 2017 — ECB implements the withdrawal of the banking licence of Nemea Bank

30 March 2017 — Determination by the MFSA regarding Nemea’s inability to repay all liabilities hence invoking
the intervention of the Depositor Compensation Scheme to compensate depositors amounts up to €100,000 per
depositor

Nemea Bank plc - Competent Person Report December 2017
PwC 4



1. Financial information




Statement of financial position

ASSETS
Balances with Central Bank of Malta, treasury
bills and cash 35,877,816 35,203,793
Financial assets at fair value through profit
and loss 882,006 1,118,397
Impairment of financial assets at fair value
through profit and loss (441,003) (559,198)
Loans and advances to banks - 170,622
Loans and advances to customers:
- Corporate portfolio 7,107,096 7,273,516
- Retail portfolio 1,567,234 1,611,138
- Group companies 1,555,613 1,555,613
- AASA portfolio 4,020,171 4,688,957
Impairment of loans and advances:
- Corporate portfolios (3,624,416) (3,638,165)
- Retail portfolio (1,042,556) (1,042,557)
- Group companies (787,874) (774,124)
- AASA portfolio (1,351,332) (1,210,844)
Property, plant and equipment 85,684 107,068
Prepayments and accrued income 496,034 512,902
Other assets 1,379,406 1,729,297
TOTAL ASSETS 45,723,879 46,746,415

Nemea Bank plc - Competent Person Report
PwC

During the 6 months ended 31 December 2017, the following key
changes to the Bank’s asset base occurred:

the movement in the Bank’s loan portfolio is solely
attributable to customer repayments, including c.€700,000
in repayments on the AASA micro-loan portfolio;

accordingly, the Bank’s balances with the Central Bank of
Malta increased by c. €700,000 during the period, mainly as
a result of loan repayments received (reduced through
payment of the Bank’s expenses during the period);

no significant changes to the Bank’s impairment allowances
in respect of loans and advances to customers were
effected during the period,;

the fair value of the Bank’s holdings in the Nordic
Investment Funds (SICAV) Ltd was revised during the
period, resulting in a lower valuation of the bank’s units
amounting to c. €882,000 at 31 December 2017.

December 2017
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Statement of financial position (cont’d)

EQUITY

Called up share capital 8,500,000 8,500,000
Other reserves 220,302 220,302
Accumulated losses (11,508,734) (10,880,203)
TOTAL EQUITY (2,788,432) (2,159,901)
LIABILITIES

Amounts owed to customers 12,804,975 13,397,072
Amounts owed to Depositor Compensation

Scheme 35,217,715 35,082,922
Current tax liability 144,073 144,073
Accruals and deferred income 125,051 121,232
Other liabilities 220,497 161,017
TOTAL LIABILITIES 48,512,310 48,906,316
TOTAL LIABILITIES AND TOTAL EQUITY 45,723,879 46,746,415

Nemea Bank plc - Competent Person Report
PwC

Predominantly, the Bank’s overall funding position remained
stable during the period, with the key movements being the
following:

I. a change in the value of loans and advances to customers
as a result foreign exchange rate fluctuations (mainly
attributable to a customer deposit amounting to c. $10
million); and

ii. anincrease in accumulated losses to c. €11.5 million as a
result of losses registered by the Bank during the period.

December 2017
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Income statement

Interest receivable:
- on loans and advances to the Central Bank

of Malta & other banks - 1,745
- on loans and advances to related parties 23,740 23,353
- on loans and advances to retail customers 33,588 33,607
- on loans and advances to corporate

customers 202,810 202,743
- on AASA loans 346,844 587,248
Total interest receivable 606,982 848,696
Interest payable:

- on deposits held with Central Bank of Malta

and other banks (71,666) (60,575)
- on customer deposits - (303,115)
- on AASA loans (275,137) (480,217)
Total interest payable (346,803) (843,907)
Net interest income 260,179 4,789
Net fee and commission income 122 610
Trading (losses)/profit (236,391) 8,475
Fund management income 6,696 99,595
Other items (27,659) (52,342)
Total operating income 2,947 61,127

Nemea Bank plc - Competent Person Report
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As can be illustrated, the Bank’s interest income generated
during the 6 month period ended 31 December 2017 amounted
to c. €607,000 which is approximately in line with the prior period,
mainly arising from interest income on corporate loans and the
AASA micro-loan portfolio.

Following the withdrawal of the licence, no interest is payable on
the residual deposits hence impacting positively net interest
income.

The Bank also recognised a negative fair value movement in the
value of the units in Nordic Investment Funds (SICAV) Ltd
amounting to c. €236,000, presented under trading losses.

December 2017
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Income statement (cont’d)

Staff costs (193,033) (558,130)
General administrative expenses (228,508) (1,169,495)
Amortisation on intangible fixed assets - (52,449)
Depreciation on property, plant and

equipment (21,759) (25,581)
Provision for impairment of loans and

advances (188,178) (3,082,936)
Total operating expenses (631,478) (4,888,591)
Loss before tax (628,531) (4,827,464)
Deferred tax charge (2,158,714)
Loss after tax (628,531) (6,986,178)

Nemea Bank plc - Competent Person Report
PwC

A further decrease in staff payroll costs amounting to c. €365,000
may be noted, mainly owing to the fact that the Bank further
reduced its staff complement during the period. The bank
terminated the residual staff members during this six month
period.

Additionally, the Bank further increased its impairment
allowances on loans and advances to customers by c. €188,000
during the period, subsequent to further re-assessment by the
Competent Person (including provisions on the AASA loan
portfolio).

Total general administration expenses amounted to €228,000, of
which, c. €103,000 comprises Competent Person fees.

By way of breakdown, general administrative expenses are
analysed in further detail on the following page.

December 2017
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Analysis of general administrative expenses

The Bank’s general administrative expenses for the year ended 31 December 2017 are analysed in the following table:

Legal fees 69,312 162,818
Competent person fees 103,569 214,972
Other administration costs 55,627 791,705
Total general administrative expenses 228.508 1,169,495

General administration expenses include fees charged by the Competent Person in line with its mandate.

The Bank also incurs legal fees which represent fees charged by the Bank’s legal representatives in Malta and Finland with respect to their
involvement in matters involving litigation, court action and other legal advice. Legal fees also include judicial fees incurred by the Bank as a result of
such court action.

Other administration costs increased drastically following the termination of the residual staff members and termination of the property lease
arrangement in respect of office space. Operations from the bank’s office were formally terminated from July 2017 — all activities from then onwards
have been taken over by PWC as Competent Person as no employees were retained. This had a major impact on a number of administrative
expense types.

Nemea Bank plc - Competent Person Report December 2017
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Analysis of movements in loan portfolio

Client 2

Client 3 (€1,180,000)
Client 4 (€2,250,000)
Client 4 (€200,000)
Client 1

Client 5

Client 6

Client 7

Client 8

Nemea Bank plc - Competent Person Report
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1,203,125
1,180,000
1,147,959
29,267
1,125,446
940,000
911,290
600,000
495,000

1,203,125
470,733
29,267
940,000
411,290
600,000
495,000

1,180,000
677,226

1,125,446

500,000

1,203,125
1,180,000
1,147,959
29,267
1,278,124
940,000
911,290
600,000
508,750

1,203,125
470,733
29,267
940,000
411,290
600,000
508,750

1,180,000
677,226

0
1,278,124
500,000

(152,678)

(13,750)

(13,750)

December 2017
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Analysis of movements in loan portfolio (cont’d)

Client 9 (€300,000)
Client 9 (€75,000)

Client 10
Client 11
Client 12
Client 13
Client 14
Client 15
Client 17
Client 18
Client 19
Client 16

Total

Nemea Bank plc - Competent Person Report

PwC

237,518 - 237,518 242,343 - 242,343 (4,825)

61,716 - 61,716 62,853 - 62,853 (1,137)
209,407 209,407 0 209,407 209,407 0 -
200,000 200,000 - 200,000 200,000 - -
135,625 - 135,625 135,625 - 135,625 -
75,000 75,000 - 75,000 75,000 - -

50,047 - 50,047 51,179 - 51,179 (1,132)

39,780 - 39,780 40,682 - 40,682 (902)
19,782 19,782 (0) 19,782 19,782 (0) -
7,184 7,184 (0) 7,184 7,184 (0) -
6,184 6,184 (0) 6,184 6,184 (0) -

- - - 35,900 - 35,900 (35,900)

8,674,330 4,666,972 4,007,358 8,884,654 4,680,722 4,203,932 (210,324) (13,750)

December 2017
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Analysis of movements in AASA portfolio

The outstanding balance of micro-loans acquired by Nemea from AASA Oy/Yleislaina Oy (out of loans granted by AASA/Yleislaina) still
outstanding within the portfolio are reflected in the table below:

Current 752,259 2,980,001 5,091,801 15,512,544
1-30 days 291,949 243,781 160,367 77,478
31-60 days 275,993 218,482 123,180 44,024
61-90 days 331,725 118,959 104,062 32,908
91-360 days 1,698,314 930,336 461,273 50,787
>360 days 669,931 197,398 21,499 983
Total gross loans 4,020,171 4,688,957 5,962,182 15,718,724

Prowvision for

impairment

- Specific provision (561,075) (417,593) (440,795) (483,893)
- Collective provision (790,257) (793,251) (837,324) -
Total provision (1,351,332) (1,210,844) (1,278,119) (483,893)

Net Carrying Amount 2,668.839 3,478,113 4,684,063 15,234,831

In calculating provisions on micro-loans forming part of the AASA portfolio, the Bank adopts the following high level approach:

() Specific provisioning on non-performing loans which comprises of a full provision on those NPLs where the Bank deems that the amounts
due by the customers are unrecoverable; and

(i) Collective provisioning on the remaining portfolio balances where the Bank calculates a general provision at a collective portfolio level on
all other balances by estimated credit loss allowances as a percentage of the remaining portfolio (including current loans) on the basis of
best management judgement.

Nemea Bank plc - Competent Person Report December 2017
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Analysis of movements in AASA portfolio

The amounts due to the Bank in respect of AASA contractual arrangements attributable to customer repayments and reimbursement of non-
performing loans identified as non-performing within a prescribed period subsequentto acquisition (which amounts are not reflected within the
portfolio balances highlighted on the previous page) are reproduced in the table below. The amounts also include balances withheld by AASA in
an unauthorised manner according to the bank.

Other amounts due from AASA 1,533,839 1,524,480 411,631 717,997

Nemea Bank plc - Competent Person Report December 2017
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2. Operational developments



Credit management activities

The Competent Person has negotiated early repayment terms with Client 1 in respect of an amount of c.
€153,000. In order to facilitate this, PwC worked in conjunction with Nordia Law, which acted as the Bank’s
Finnish legal counsel, to arrange release of collateral requested by the borrower in the context of the repayment
being effected.

Communication with Client 1 and Client 3 has been effectively managed during the period to secure eventual
recovery of the amounts due from these two customers, which remain the only two major customers which can
be considered performing within the portfolio.

In view of lack of progress registered with AASA Oy, legal action against the entity has been initiated.

Nemea Bank plc - Competent Person Report December 2017
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Administrative measures following withdrawal of licence

In view of the factthat the licence of the Bank has been withdrawn, a number of administrative measures were
taken by the Competent Personto reduce the administrative costs of the entity and simultaneously retain the
basic infrastructure necessaryto safeguard future reporting and other responsibilities:

1) managed the resignation of a significant part of the employees;
2) terminated the residual number of employees subject to 3 month notice period,;

3) terminated the lease of the office without incurring the penalties and notice period established in the
agreement subject to exiting on an agreed upon date.

Nemea Bank plc - Competent Person Report December 2017
PwC
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3. Update on litigation and

court action



Nemea initiated court action in respect of AASA arrangement

NemeaBank plc vs. AASA Oy/Yleislaina Oy

Nemea instituted a case for breach of contractual terms by AASA Oy/Yleislaina Oy (the respondents) and for the repayment of outstanding
sums lent to the respondents under the terms of various contracts entered into between the Parties.

Developments: Sworn application submitted. The parties submitted evidence regarding the preliminary plearaised by the respondentsin
respect of the jurisdiction of the First Hall Civil Courtto hear the case. Nemea submitted Fabio Axisa’s affidavit togetherwith documentary

evidence.

December 2017
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Developments in respect of court cases initiated by a depositor

Mr. Messaging Limited vs. NemeaBank plc
Overview of the case

Mr. Messaging Limited had deposits with Nemea Bank. Following regulatory notices issued by the MFSA, depositors were allowedto withdraw
their deposits subject to a daily limit on withdrawals. Mr. Messaging Limited failed to withdraw funds in accordance with the daily limit imposed
by the MFSA. Eventually, given the Bank’s licence withdrawal by the ECB, Mr. Messaging could only claim under the Depositor Compensation
Scheme. Consequently, Mr. Messaging Limited filed a lawsuit against Nemea for the repayment of the remaining amount of €313.823.35.

Developments: No material developments during the period.

Nemea Bank plc - Competent Person Report December 2017
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Developments in respect of court cases initiated by the Bank

NemeaBank plc vs. Jukka Svensk

Jukka Svensk took a loan from Nemea pursuantto a loan agreement for the amount of €600,000. Jukka Svensk defaulted on the payments of
the said loan. A lawsuit was filed by Nemea for the repayment of the loan for the amount of €645,720 (inclusive of interest to date of filing).

Developments: No material developments during the period.

NemeaBank plc vs. Linerik OY and Henrik Lindfors

Linerik OY took a loan from Nemea Bank plc for €2,050,000 and Henrik Lindfors acted as personal guarantor on the said loan. Respondents
defaulted on the payments of the said loan. Lawsuit instituted for the repayment of the loan for €1,249,578.99 (including principal and interest
to date of lawsuit).

Developments: No material developments during the period.

NemeaBank plc vs. Liberi OY and Pasi Tapani Tinnila

Liberi OY took two loans from Nemea Bank plc amounting to €200,000 (Loan 1) and €2,250,000 (Loan 2). Pasi Tinnila acted as personal
guarantor on the said loans. Respondents defaulted on the payments of the loans. The Bank filed a lawsuit for the repayment of the said loans
for €29,978.89 (Loan 1) and €1,188,437.31 (Loan 2), both including principal and interest to date of lawsuit.

Developments: No material developments during the period.

Nemea Bank plc - Competent Person Report December 2017
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Key events

26 April 2016 — MFSA appoints PWC as Competent Person and imposes a daily withdrawal limit of €250 for all
the Bank’s depositors

26 April 2016 — MFSA informs the Bank about the decisions referredto above

27 April 2016 — MFSA issues Public Notice in respect of the appointment of the Competent Person and the limit
imposed on daily withdrawals by the Bank’s depositors

18 July 2016 — MFSA issues Public Notice to publicise its decisionto raise the limit on daily withdrawals by
Bank depositors to €2,500 per day thus relaxing the earlier restrictions

20 January 2017 — MFSA communicates its decision to propose to the European Central Bank the withdrawal of
Nemea Bank’s licence

23 March 2017 — ECB implements the withdrawal of the banking licence of Nemea Bank

30 March 2017 — Determination by the MFSA regarding Nemea’s inability to repay all liabilities hence invoking
the intervention of the Depositor Compensation Scheme to compensate depositors amounts up to €100,000 per
depositor

Nemea Bank plc - Competent Person Report June 2018
PwC 4



2. Financial information




Statement of financial position

ASSETS
Balances with Central Bank of Malta, treasury
bills and cash 37,514,792 35,877,816
Financial assets at fair value through profit
and loss 705,065 882,006
Impairment of financial assets at fair value
through profit and loss (352,533) (441,003)
Loans and advances to customers:
- Corporate portfolio 6,096,892 7,107,096
- Retail portfolio 1,559,332 1,567,234
- Group companies 1,555,613 1,555,613
- AASA portfolio 3,656,400 4,020,171
Impairment of loans and advances:
- Corporate portfolios (2,864,042) (3,624,416)
- Retail portfolio (1,042,556) (1,042,556)
- Group companies (1,548,248) (787,874)
- AASA portfolio (1,481,793) (1,351,332)
Property, plant and equipment 76,130 85,684
Prepayments and accrued income 425,837 496,034
Other assets 1,142,987 1,379,406
TOTAL ASSETS 45,443,876 45,723,879

Nemea Bank plc - Competent Person Report
PwC

During the period, the Bank’s balances with the Central Bank of
Malta increased by €1.64 million mainly attributable to the following
activities:

The repayments of loans and advances to customers
amounting to €1.4 million (out of which €0.9 million is due to
the successful negotiation of repayment of a loan which was
fully provided for, and €0.4 million due to the repayments of
AASA loans); and

The receipt of €0.24 million from other amounts owed to the
Bank by AASA (as reflected in the reduction of ‘Other assets’).

The provisions on loans and advances to customers decreased
during the period mainly due to the following reasons:

The reversal of €0.94 million in specific provisions as a result
of the repayment of the loan referred to above;

An increase of €0.76 million in the specific provision on the
loan to Related Party, rendering such loan fully-provided for;
and

An increase of €0.13 million in the specific provision on AASA
loans attributable to an increase in NPLs.

The fair value of the direct holding in Nordic Investment Funds
(SICAV) Ltd (shown under financial assets at FVTPL) decreased by
c. €177,000.

June 2018
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Statement of financial position (cont’d)

EQUITY

Called up share capital 8,500,000 8,500,000
Other reserves 220,302 220,302
Accumulated losses (11,920,730) (11,508,734)
TOTAL EQUITY (3,200,428) (2,788,432)
LIABILITIES

Amounts owed to customers 13,057,655 12,804,975
Amounts owed to Depositor Compensation

Scheme 35,217,715 35,217,715
Current tax liability 144,073 144,073
Accruals and deferred income 163,246 125,051
Other liabilities 61,616 220,497
TOTAL LIABILITIES 48,644,305 48,512,310
TOTAL LIABILITIES AND TOTAL EQUITY 45,443,876 45,723,879

Nemea Bank plc - Competent Person Report
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Between 31 December 2017 and 30 June 2018, the Bank’s total
liabilities increased by c. €132,000. This increase is mainly due
to the following reasons:

I.  Anincrease of €253,000 in the carrying amount of customer
deposits denominated in US$ (amounting to c. US$10
million) due to exchange differences; and

ii.  Adecrease in other liabilities during the period of €156,000,
mainly attributable to the payment of professional & legal
services fees.

The Bank’s accumulated losses increased by c. €412,000 as a
result of the losses incurred during the period.

June 2018
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Income statement

Interest receivable:
- on loans and advances to the Central Bank

of Malta & other banks (64) -

- on loans and advances to related parties 23,353 23,740
- on loans and advances to retail customers 33,078 33,588
- on loans and advances to corporate

customers 179,194 202,810
- on AASA loans 186,391 346,844
Total interest receivable 421,952 606,982
Interest payable:

- on deposits held with Central Bank of Malta (70,880) (71,666)
- on AASA loans (164,742) (275,137)
Total interest payable (235,622) (346,803)
Net interest income 186,330 260,179
Fee and commission expenses (613) 122
Trading losses (176,940) (236,391)
Fund management income 37,124 6,696
Other items 20,542 (27,659)
Total operating income 66,443 2,947

Nemea Bank plc - Competent Person Report
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As illustrated, the majority of the Bank’s revenue during the 6-
month period ended 30 June 2018 is derived from interest
income on loans to customers, predominantly the AASA micro-
loan portfolio and the corporate portfolios, which amounted to
€186,000 and €179,000 respectively.

As a direct cost, the Bank is charged fees (generally as a % of
the total portfolio value on an ongoing basis) by AASA
Oy/Yleislaina Oy with respect to origination and ongoing
servicing of the portfolio on behalf of the Bank. Such costs
amounted to c. €165,000 during the period.

The Bank’s investment services activities resulted in trading
losses, which represent fair value losses on the Bank’s direct
holdings in the Fund, amounting to €177,000.

During the same period the Bank earned fund management fees

with respect to the management of the Fund amounting to c.
€37,000.

The Bank generated total operating income amounting to
€66,000.

June 2018

8



Income statement (cont’d)

Staff costs (800) (193,033)
General administrative expenses (211,610) (228,508)
Depreciation on property, plant and

equipment (9,768) (21,759)
Provision for impairment of loans and

advances (256,261) (188,178)
Total operating expenses (478,439) (631,478)
Loss before tax (411,996) (628,531)
Tax charge -

Loss after tax (411,996) (628,531)

Nemea Bank plc - Competent Person Report
PwC

During the 6-month period ended 30 June 2018, PwC re-
assessed and revised specific accounting provisions in respect of
a number of borrowers (as explained in further detail in the
Operational Developments Section).

This resulted in an increase in impairment allowances on loans
and advances to customers amounting to €256,000.

General and administration expenses predominantly comprise
office rent, professional & legal services fees, regulatory fees, IT
related costs and other general expenses.

Total general administration expenses amounted to €212,000, of
which €45,000 relates to Competent Person fees.

By way of breakdown, total general administration expenses are
analysed in further detail on the following page.

June 2018
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Analysis of general administrative expenses

The Bank’s general administrative expenses for the year ended 30 June 2018 are analysed in the following table:

Legal fees 80,610 69,312
Competent person fees 45,595 103,569
Other administration costs 85,405 55,627
Total general administrative expenses 211,610 228.508

General administration expenses include fees charged by the Competent Person in line with its mandate.

The Bank also incurs legal fees which represent fees charged by the Bank’s legal representatives in Malta and Finland with respect to their
involvement in matters involving litigation, court action and other general legal advice. Legal fees also include judicial fees incurred by the Bank as a
result of such court action.

Nemea Bank plc - Competent Person Report June 2018
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Analysis of movements in loan portfolio

Client 2

Client 3 (€1,180,000)
Client 4 (€2,250,000)
Client 4 (€200,000)
Client 1

Client 6

Client 7

Client 8

Nemea Bank plc - Competent Person Report
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1,203,125
1,180,000
1,147,959
29,267
1,055,251
911,290
600,000
495,000

1,203,125
650,359
29,267
411,290
600,000
495,000

1,180,000
497,600

0
1,055,251
500,000

1,203,125
1,180,000
1,147,959
29,267
1,125,446
911,290
600,000
495,000

1,203,125
470,733
29,267
411,290
600,000
495,000

1,180,000
677,226

0
1,125,446
500,000

179,626

June 2018
11



Analysis of movements in loan portfolio (cont’d)

Client 9 (€300,000)
Client 9 (€75,000)

Client 10
Client 11
Client 12
Client 13
Client 14
Client 15
Client 17
Client 18
Client 19
Client 5

Total

Nemea Bank plc - Competent Person Report
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232,650 - 232,650 237,518 - 237,518 (4,868) -
60,568 - 60,568 61,716 - 61,716 (1,148) -
209,407 209,407 - 209,407 209,407 0 - -
200,000 200,000 - 200,000 200,000 - - -
135,625 - 135,625 135,625 - 135,625 - -
75,000 75,000 - 75,000 75,000 - - -
49,084 - 49,084 50,047 - 50,047 (963) -
38,848 - 38,848 39,780 - 39,780 (932) -
19,782 19,782 - 19,782 19,782 (0) - -
7,184 7,184 - 7,184 7,184 (0) - -
6,184 6,184 - 6,184 6,184 (0) - -

- - - 940,000 940,000 - (940,000) (940,000)

7,656,224 3,906,598 3,749,626 8,674,330 4,666,972 4,007,358 (1,018,106) (760,374)

June 2018
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Analysis of movements in AASA portfolio

The outstanding balance of micro-loans acquired by Nemea from AASA Oy/Yleislaina Oy (out of loans granted by AASA/Yleislaina) still
outstanding within the portfolio are reflected in the table below:

Current 285,220 752,259 2,980,001 5,091,801 15,512,544
1-30 days 32,432 291,949 243,781 160,367 77,478
31-60 days 15,231 275,993 218,482 123,180 44,024
61-90 days 11,814 331,725 118,959 104,062 32,908
91-360 days 1,890,838 1,698,314 930,336 461,273 50,787
>360 days 1,420,865 669,931 197,398 21,499 983
Total gross loans 3,656,400 4,020,171 4,688,957 5,962,182 15,718,724
Prowvision for

impairment

- Specific provision (694,292) (561,075) (417,593) (440,795) (483,893)
- Collective provision (787,501) (790,257) (793,251) (837,324) -
Total provision (1,481,793) (1,351,332) (1,210,844) (1,278,119) (483,893)

Net Carrying Amount 2,174,607 2.668.839 3.478.113 4,684,063 15,234,831

In calculating provisions on micro-loans forming part of the AASA portfolio, the Bank adopts the following high level approach:

() Specific provisioning on non-performing loans which comprises of a full provision on those NPLs where the Bank deems that the amounts
due by the customers are unrecoverable; and

(i) Collective provisioning on the remaining portfolio balances where the Bank calculates a general provision at a collective portfolio level on
all other balances by using estimated credit loss allowances as a percentage of the remaining portfolio (including current loans) on the
basis of best management judgement.

Nemea Bank plc - Competent Person Report June 2018
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Analysis of movements in AASA portfolio

The amounts due to the Bank in respect of AASA contractual arrangements attributable to customer repayments and reimbursement of non-
performing loans identified as non-performing within a prescribed period subsequentto acquisition (which amounts are not reflected within the
portfolio balances highlighted on the previous page) are reproduced in the table below. The amounts also include balances withheld by AASA.

Other amounts due from AASA 1,238,003 1,533,839 1,524,480 411,631 717,997

Nemea Bank plc - Competent Person Report June 2018
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3. Operational developments



Credit management activities

During the period under review, PwC negotiated the repayment of amounts due by Client 5 with the
administrator appointed in the bankruptcy proceedings of the parent company of the Bank’s customer (Entity A).
The Bank received a repayment of c. €900,000 which was acceptedin full and final settlement of the total
exposure thereby giving rise to a release in provisions of an equivalent amount considering the loan was fully
provided for.

Further repayments have been securedfrom Client 1.

Following cessation of repayments during the current period (last repayment effectedin the preceding six month
period) by Client 8, legal action against this client is being considered, though legal advice in this respectis to
pursue in discussions with client to secure recovery in alternative ways considering the effectively unsecured
status of the debit.

Legal action against Client 11 initiated as following commencement of court case against Client 2 (fully owned
by Client 11), communication stalled. To date legal action had not been commenced to focus on recovery
attempts with respectto the larger exposure to Client 2.

Nemea Bank plc - Competent Person Report June 2018
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Provisions for impairment of loans and advances

During the period, PwC also re-assessed and revised specific accounting provisions in respect of a number of
borrowers in order to more accurately reflectthe Bank’s position in this respect:

I. increased the specific provision on Client 4 from c¢.€500,000 to c. €700,000 after a more detailed
assessment of the implications of the actual ranking of creditors in respect of the residual property held as
collateral and the valuation of the residual property held as collateral by an independent real estate valuer;
and

li. Increased the specific provision of Related Party (i.e. the loan issued to the Bank’s parent company) fromc.
€800,000 to c. €1.6 million, representing a full provision of the total exposure to the debtor. It is unlikely that
the parent will honour its commitments in this respect taking into account the relationship with the Bank’s
shareholders following the licence withdrawal. Discussions are being held with Nemea's legal advisors on the
merits of initiating legal action.

Nemea Bank plc - Competent Person Report June 2018
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4. Update on litigation and

court action



Bank initiated lawsuits against specific defaulting customers

NemeaBank plc vs. Henrik Lindfors
Henrik Lindfors took a loan from Nemea Bank plc for €200,000 and defaulted on the payment of the said loan.

Developments: Lawsuit instituted for the repayment of the loan for €202,616.67 (including principal and interest to date of lawsuit) on 19 April
2018.

Nemea Bank plc - Competent Person Report June 2018
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Developments in respect of court cases initiated by Nemea

NemeaBank plc vs. AASA Oy/Yleislaina Oy

Nemea instituted a case for breach of contractual terms by AASA Oy/Yleislaina Oy (the respondents) and for the repayment of outstanding
sums lent to the respondents under the terms of various contracts entered into between the Parties.

Developments: The respondents are to conclude their cross-examination of Fabio Axisa’s affidavit in the next sitting and court will proceed
with a preliminary decision in connectionwith the competence of the court.

NemeaBank plc vs. Jukka Svensk

Jukka Svensk took a loan from Nemea pursuant to a loan agreement for the amount of €600,000. Jukka Svensk defaulted on the payments of
the said loan. A lawsuit was filed by Nemea for the repayment of the loan for the amount of €645,720 (inclusive of interest to date of filing).

Developments: After various attempts to communicate with the respondent (Mr. Svensk), efforts were made to appoint a curator. Dr. Noel
Bartolo was appointed as such.

NemeaBank plc vs. Linerik OY and Henrik Lindfors

Linerik OY took a loan from Nemea Bank plc for €2,050,000 and Henrik Lindfors acted as personal guarantor on the said loan. Respondents
defaulted on the payments of the said loan. Lawsuit instituted for the repayment of the loan for €1,249,578.99 (including principal and interest
to date of lawsuit).

Developments: Requestedthe Court to extend the period during whichthe plaintiff can present evidence. Such request was accepted by the
Court.

Nemea Bank plc - Competent Person Report June 2018
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Developments in respect of court cases initiated by Nemea

NemeaBank plc vs. Liberi OY and Pasi Tapani Tinnila

Liberi OY took two loans from Nemea Bank plc amounting to €200,000 (Loan 1) and €2,250,000 (Loan 2). Pasi Tinnila acted as personal
guarantor on the said loans. Respondents defaulted on the payments of the loans. The Bank filed a lawsuit for the repayment of the said loans

for €29,978.89 (Loan 1) and €1,188,437.31 (Loan 2), both including principal and interest to date of lawsuit.

Developments: Exhibited a note with two affidavits whichare to be notified to the respondent companies according to law.

Nemea Bank plc - Competent Person Report June 2018
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Developments in respect of court cases initiated by a depositor

Mr. Messaging Limited vs. NemeaBank plc
Overview of the case

Mr. Messaging Limited had deposits with Nemea Bank. Following regulatory notices issued by the MFSA, depositors were allowedto withdraw
their deposits subject to a daily limit on withdrawals. Mr. Messaging Limited failed to withdraw funds in accordance with the daily limit imposed
by the MFSA. Eventually, given the Bank’s licence withdrawal by the ECB, Mr. Messaging could only claim under the Depositor Compensation
Scheme. Consequently, Mr. Messaging Limited filed a lawsuit against Nemea for the repayment of the remaining amount of €313.823.35.

Developments: No material developments during the period.

Nemea Bank plc - Competent Person Report June 2018
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Key events

26 April 2016 — MFSA appoints PWC as Competent Person and imposes a daily withdrawal limit of €250 for all
the Bank’s depositors

26 April 2016 — MFSA informs the Bank about the decisions referredto above

27 April 2016 — MFSA issues Public Notice in respect of the appointment of the Competent Person and the limit
imposed on daily withdrawals by the Bank’s depositors

18 July 2016 — MFSA issues Public Notice to publicise its decisionto raise the limit on daily withdrawals by
Bank depositors to €2,500 per day thus relaxing the earlier restrictions

20 January 2017 — MFSA communicates its decision to propose to the European Central Bank the withdrawal of
Nemea Bank’s licence

23 March 2017 — ECB implements the withdrawal of the banking licence of Nemea Bank

30 March 2017 — Determination by the MFSA regarding Nemea’s inability to repay all liabilities hence invoking
the intervention of the Depositor Compensation Scheme to compensate depositors amounts up to €100,000 per
depositor

Nemea Bank plc - Competent Person Report December 2018
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2. Financial information




Statement of financial position

ASSETS
Balances with Central Bank of Malta, treasury
bills and cash 37,701,932 37,514,792
Financial assets at fair value through profit
and loss 724,432 705,065
Impairment of financial assets at fair value
through profit and loss (362,216) (352,533)
Loans and advances to customers:
- Corporate portfolio 5,964,731 6,096,892
- Retail portfolio 1,551,365 1,559,332
- Group companies 1,555,613 1,555,613
- AASA portfolio 3,386,188 3,656,400
Impairment of loans and advances:
- Corporate portfolios (2,864,042) (2,864,042)
- Retail portfolio (1,042,556) (1,042,556)
- Group companies (1,548,248) (1,548,248)
- AASA portfolio (2,315,476) (1,481,793)
Property, plant and equipment - 76,130
Prepayments and accrued income 373,664 425,837
Other assets 1,676,568 1,142,987
TOTAL ASSETS 44,801,955 45,443,876

Nemea Bank plc - Competent Person Report
PwC

The Competent Person continued to perform a number of credit
management activities detailed as follows:

I. secure repayments of receivables due from AASA in
respect of underlying micro-loans;

ii.  chase and collect a number of loan repayments due; and

li. re-assess and revise the specific accounting provisions on
the AASA portfolio which increased by c. €820,000 as a
result of movements in the portfolio value and composition,
as well as, specifically increasing the provisions on non-
performing loans.

The Bank also acts as fund manager of Nordic Investment Funds
(SICAV) Ltd in which it holds a direct holding amounting to c.
€0.7 million (shown under financial assets at FVTPL).

During the period, the Competent Person also deposited a sum
of €500,000 as security with respect to the court process and
asset seizure in respect of the loan facility to Client 6. This is
reflected within the ‘other assets’ line item on the balance sheet.

December 2018
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Statement of financial position (cont’d)

EQUITY

Called up share capital
Other reserves
Accumulated losses

8,500,000
220,302

(12,814,013)

8,500,000
220,302

(11,920,730)

TOTAL EQUITY (4,093,711) (3,200,428)
LIABILITIES

Amounts owed to customers 13,221,956 13,057,655
Amounts owed to Depositor Compensation

Scheme 35,217,715 35,217,715
Current tax liability 144,073 144,073
Accruals and deferred income 261,022 163,246
Other liabilities 50,900 61,616
TOTAL LIABILITIES 48,895,666 48,644,305
TOTAL LIABILITIES AND TOTAL EQUITY 44,801,955 45,443,876

Nemea Bank plc - Competent Person Report
PwC

In view of the freeze on customer deposits and the compensation
by the DCS, the only movements in amounts owed to customers
reported during the period pertain to foreign exchange
movements on a deposit amounting to ¢. $10 million.

Overall, the Bank’s liability position remained consistent
throughout the period, with its major liability items comprising a
payable of c. €35.2 million to the Depositor Compensation
Scheme and €13.2 million in customer deposits which were not
eligible for compensation.

During the period, the Bank’s accumulated losses attained the
reported level of €12.8 million as at 31 December 2018.

The increase in accruals and deferred income is attributable to
accruals for legal fees and professional services fees.

December 2018
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Income statement

Interest receivable:
- on loans and advances to the Central Bank

of Malta & other banks 169,749 (64)
- on loans and advances to related parties 23,740 23,353
- on loans and advances to retail customers 33,204 33,078
- on loans and advances to corporate

customers 166,257 179,194
- on AASA loans 152,826 186,391
Total interest receivable 545,776 421,952
Interest payable:

- on deposits held with Central Bank of Malta (67,468) (70,880)
- on AASA loans (118,045) (164,742)
Total interest payable (185,513) (235,622)
Net interest income 360,263 186,330
Fee and commission expenses (621) (613)
Trading profits / (losses) 19,367 (176,940)
Fund management income 47,565 37,124
Other items 14,166 20,542
Total operating income 440,740 66,443

Nemea Bank plc - Competent Person Report

PwC

The majority of the Bank’s revenue is derived from interest
income on loans to customers, calculated at c. €0.5m.

The Bank’s investment services activities also enable it to earn
the following income:

I. Fund management fees with respect to the management of
the Nordic Investment Funds (SICAV) Ltd which amounted
to c. €48,000 in the period; and

ii.  Trading profits, which represent fair value gains on the

Bank’s direct holdings in the Fund, amounting to c. €19,000.

The above enabled the Bank to generate total operating income
amounting to c. €440,000.

December 2018
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Income statement (cont’d)

Staff costs (800) (800)
General administrative expenses (246,535) (211,610)
Depreciation on property, plant and

equipment (4,776) (9,768)
Provision for impairment of loans and

advances (1,081,913) (256,261)
Total operating expenses (1,334,024) (478,439)
Loss before tax (893,283) (411,996)
Tax charge - -
Loss after tax (893,283) (411,996)

Nemea Bank plc - Competent Person Report
PwC

As previously mentioned, the Competent Person assessed and
increased the specific provision on the AASA portfolio by c.
€750,000. This resulted in an overall provision of €2.3 million on
AASA micro-loans.

General and administration expenses predominantly comprise
professional & legal services fees, regulatory fees, IT related
costs and other general expenses.

Total general administration expenses amounted to c. €246,000
of which c.€144,000 comprises Competent Person fees.

By way of breakdown, general administration expenses are
analysed in further detail on the following page.

December 2018
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Analysis of general administrative expenses

The Bank’s general administrative expenses for the year ended 31 December 2018 are analysed in the following table:

Legal fees 87,703 80,610
Competent person fees 144,114 45,595
Other administration costs 14,718 85,405
Total general administrative expenses 246,535 211,610

General administration expenses include fees charged by the Competent Person in line with its mandate.

The Bank also incurs legal fees which represent fees charged by the Bank’s legal representatives in Malta and Finland with respect to their
involvement in matters involving litigation, court action and other general legal advice. Legal fees also include judicial fees incurred by the Bank as a
result of such court action.

Nemea Bank plc - Competent Person Report December 2018
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Analysis of movements in loan portfolio

Client 2

Client 3 (€1,180,000)
Client 4 (€2,250,000)
Client 4 (€200,000)
Client 1

Client 6

Client 7

Client 8

Nemea Bank plc - Competent Person Report
PwC

1,203,125
1,180,000
1,147,959
29,267
923,089
911,290
600,000
495,000

1,203,125
650,359
29,267
411,290
600,000
495,000

1,180,000
497,600
923,089
500,000

1,203,125
1,180,000
1,147,959
29,267
1,055,251
911,290
600,000
495,000

1,203,125
650,359
29,267
411,290
600,000
495,000

1,180,000
497,600
1,055,251
500,000

(132,162)

December 2018
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Analysis of movements in loan portfolio (cont’d)

Client 9 (€300,000)
Client 9 (€75,000)

Client 10
Client 11
Client 12
Client 13
Client 14
Client 15
Client 17
Client 18
Client 19

Total

Nemea Bank plc - Competent Person Report

PwC

227,776 - 227,776 232,650 - 232,650 (4,874) -
59,420 - 59,420 60,568 - 60,568 (1,148) -
209,407 209,407 - 209,407 209,407 - - -
200,000 200,000 - 200,000 200,000 - - -
135,625 - 135,625 135,625 - 135,625 - -
75,000 75,000 - 75,000 75,000 - - -
47,922 - 47,922 49,084 - 49,084 " (1,162) -
38,066 - 38,066 38,848 - 38,848 (782) -
19,782 19,782 - 19,782 19,782 - - -
7,184 7,184 - 7,184 7,184 - - -
6,184 6,184 - 6,184 6,184 - - -
7516,096 3,906,598 3,609,498 7,656,224 3,906,598 3,749,626 (140,128) -

December 2018
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Analysis of movements in AASA portfolio

The outstanding balance of micro-loans acquired by Nemea from AASA Oy/Yleislaina Oy (out of loans granted by AASA/Yleislaina) still
outstanding within the portfolio are reflected in the table below:

Current 92,587 285,220 752,259 2,980,001 5,091,801 15,512,544
1-30 days 16,141 32,432 291,949 243,781 160,367 77,478
31-60 days 25,635 15,231 275,993 218,482 123,180 44,024
61-90 days 22,116 11,814 331,725 118,959 104,062 32,908
91-360 days 440,933 1,890,838 1,698,314 930,336 461,273 50,787
>360 days 2,788,776 1,420,865 669,931 197,398 21,499 983
Total gross loans 3,386,188 3,656,400 4,020,171 4,688,957 5,962,182 15,718,724
Provision for impairment

- Specific provision (1,529,761) (694,292) (561,075) (417,593) (440,795) (483,893)
- Collective provision (785,715) (787,501) (790,257) (793,250) (837,324) -
Total provision (2,315,476)  (1,481,793) (1,351,332) (1,210,844) (1,278,119) (483,893)
Net Carrying Amount 1,070,712 2,174,607 2,668,839 3,478,113 4,684,063 15,234,831

In calculating provisions on micro-loans forming part of the AASA portfolio, the Bank adopts the following high level approach:

() Specific provisioning on non-performing loans which comprises of a full provision on those NPLs where the Bank deems that the amounts
due by the customers are unrecoverable; and

(i) Collective provisioning on the remaining portfolio balances where the Bank calculates a general provision at a collective portfolio level on
all other balances by using estimated credit loss allowances as a percentage of the remaining portfolio (including current loans) on the
basis of best management judgement.

Nemea Bank plc - Competent Person Report December 2018
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Analysis of movements in AASA portfolio

The amounts due to the Bank in respect of AASA contractual arrangements attributable to customer repayments and reimbursement of non-
performing loans identified as non-performing within a prescribed period subsequentto acquisition (which amounts are not reflected within the
portfolio balances highlighted on the previous page) are reproduced in the table below. The amounts presented also include balances withheld
by AASA in an unauthorised manner according to the Bank. Legal action has been initiated in this respect.

Other amountsdue from AASA 1,232,212 1,238,003 1,533,839 1,524,480 411,631 717,997

Nemea Bank plc - Competent Person Report December 2018
PwC 14



3. Operational developments



Credit management activities

PwC has negotiated early repayment terms with Client 1 with respectto an amount of c. €132,000. In order to
enable this, PwWC collaborated with Nordia Law, which acted as the Bank’s Finnish legal counsel, to arrange
release of collateral requested by the borrower subsequent to the repayment being effected.

The Competent Person also initiated formally the process for arrest of a yacht ([ ) which was held as
security against a loan issued to Client 6. The vessel, over which Nemea holds a mortgage, was arrestedin
Finland and will subsequently go through the process of being sold by court approved private sale. In order to
execute the arrest, the Bank was required to deposit a sum of €500,000 as security with respectto the court
and legal process.

Competent Person assessed the recoverability of the balances due under the AASA portfolio and further
increased the provisions for impairment by an additional c. €750,000 in view of:

1) Lack of progress in discussions with AASA and lack of visibility into AASA's recovery activities;
2) Length of time period required to go through legal proceedings with AASA,; and

3) Continued worsening of ageing analysis of portfolio and declined payment behaviour statistics.

Nemea Bank plc - Competent Person Report December 2018
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Other operational activities

The Competent Person has continued to act as fund manager to the Nordic Investment Funds (SICAV) Ltd (the
Fund) with a view to safeguarding the financial position of the Bank and third party investors in the fund. This
Included collaboration with [ ] as Administrators and | ]

The fund manager focused on:
1) Submitting oral and written reports/updates to the board of directors on the fund’s investments;
2) Securing the repayment on maturity of a limited number of fund investments;

3) Monitoring the position in relation to the other investments, the majority of which are instruments issued by
clients of the bank and hence full provision was required in respect of such investments; and

4) Assessing the appropriate timing for disposal of the sole residual asset of the fund comprising the ordinary
sharesin [ ], @a minor stake in a Finnish listed entity by regular monitoring of market movements
with the support of Finnish investment bank/broker engaged to support the fund in respect of monitoring and
eventually seeking for disposal opportunities.

Nemea Bank plc - Competent Person Report December 2018
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4. Update on litigation and

court action



Overview of court cases

NemeaBank plc vs. AASA Oy/Yleislaina Oy

Nemea instituted a case for breach of contractual terms by AASA Oy/Yleislaina Oy (the respondents) and for the repayment of outstanding
sums lent to the respondents under the terms of various contracts entered into between the Parties.

Developments: No material developments during the period.

Mr. Messaging Limited vs. NemeaBank plc

Mr. Messaging Limited had deposits with Nemea Bank. Following regulatory notices issued by the MFSA, depositors were allowedto withdraw
their deposits subject to a daily limit on withdrawals. Mr. Messaging Limited failed to withdraw funds in accordance with the daily limit imposed
by the MFSA. Eventually, given the Bank’s licence withdrawal by the ECB, Mr. Messaging could only claim under the Depositor Compensation
Scheme. Consequently, Mr. Messaging Limited filed a lawsuit against Nemea for the repayment of the remaining amount of €313.823.35.

Developments: Examination of Mr. Andrew Portelliwho testified on MFSAimposed directives and of Mr. Aldo Gordano who testified on the
depositor compensation scheme.

NemeaBank plc vs. Jukka Svensk

Jukka Svensk took a loan from Nemea pursuant to a loan agreement for the amount of €600,000. Jukka Svensk defaulted on the payments of
the said loan. A lawsuit was filed by Nemea for the repayment of the loan for the amount of €645,720 (inclusive of interest to date of filing).

Developments: No material developments during the period.

Nemea Bank plc - Competent Person Report December 2018
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Overview of court cases

NemeaBank plc vs. Henrik Lindfors

Henrik Lindfors took a loan from Nemea Bank plc for €200,000 and defaulted on the payment of the said loan. Lawsuit instituted for the
repayment of the loan for €202,616.67 (including principal and interest to date of lawsuit).

Developments: Requestedthe Court to appoint a curator since the defendant had not been notified of the proceedings. Informed the Court
that Dr. Helga Buttigieg Debono was willingto accept the appointment to act as a curator for the defendant.
NemeaBank plc vs. Linerik OY and Henrik Lindfors

Linerik OY took a loan from Nemea Bank plc for €2,050,000 and Henrik Lindfors acted as personal guarantor on the said loan. Respondents
defaulted on the payments of the said loan. Lawsuit instituted for the repayment of the loan for €1,249,578.99 (including principal and interest
to date of lawsuit).

Developments: Presentedthe Court with the proof of evidence. The curator of the defendant, Dr. Helga Buttigieg Debono informedthe Court
that the legal representative of Henrik Lindfors expressed the intention of the defendant to contest the claims of the plaintiff.

NemeaBank plc vs. Liberi OY and Pasi Tapani Tinnila

Liberi QY took two loans from Nemea Bank plc amounting to €200,000 (Loan 1) and €2,250,000 (Loan 2). Pasi Tinnila acted as personal
guarantor on the said loans. Respondents defaulted on the payments of the loans. The bank filed a lawsuit for the repayment of the said loans
for €29,978.89 (Loan 1) and €1,188,437.31 (Loan 2), both including principal and interest to date of lawsuit.

Developments: Since Pasi Tapani Tinnila had not been notified with the latest of evidence, although already served with the sworn application,
the Court ordered the plaintiff to make another attempt to notify Pasi Tapani Tinnila with the said acts.

Nemea Bank plc - Competent Person Report December 2018
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Overview of court cases

Action against Client 6

Client 6 took a loan from Nemea Bank plc amounting to €1,000,000. As security for the said loan a mortgage was registered over the yacht
owned by Client6 named [ ]in favour of Nemea Bank plc. Respondents defaulted on the payments of the said loan.

Developments: Interms of Maltese law of procedure, a judicial letter was filed to render the mortgage an executive title. Asubsequentjudicial
letter was filed annexing thereto additional documents in connection with the arrest of the vessel in Finlandin favour of the mortgagee (Nemea
Bank plc). Subsequently, an applicationwas filed in the court registry of the First Hall Civil Courtin order to obtain a European Enforcement
order and proceed with the sale of the vessel through the execution authorities in Finland. The precautionary arrest of the vessel was converted
Into an executive arrest.

Action against Client8 and | ]

A loan agreement dated 17 December 2014 was entered between Nemea Bank plc and the debtor under which €616,542.19 remained
outstanding. Payment requests were sent to the Debtor prior to the relevant due dates, on 21 November 2016, 20 March 2017, and 12 June
2017 followed by a call-in letter on 20 July 2017. The borrower Client 8 is now undergoing liquidation proceedings and the Finnish court
appointed an Administrator accordingly.

Developments: Nemealodgeda formal claim in the bankruptcy proceedings of Client 8.

Nemea Bank plc - Competent Person Report December 2018
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Key events

26 April 2016 — MFSA appoints PWC as Competent Person and imposes a daily withdrawal limit of €250 for all
the Bank’s depositors

26 April 2016 — MFSA informs the Bank about the decisions referredto above

27 April 2016 — MFSA issues Public Notice in respect of the appointment of the Competent Person and the limit
imposed on daily withdrawals by the Bank’s depositors

18 July 2016 — MFSA issues Public Notice to publicise its decisionto raise the limit on daily withdrawals by
Bank depositors to €2,500 per day thus relaxing the earlier restrictions

20 January 2017 — MFSA communicates its decision to propose to the European Central Bank the withdrawal of
Nemea Bank’s licence

23 March 2017 — ECB implements the withdrawal of the banking licence of Nemea Bank

30 March 2017 — Determination by the MFSA regarding Nemea’s inability to repay all liabilities hence invoking
the intervention of the Depositor Compensation Scheme to compensate depositors amounts up to €100,000 per
depositor

Nemea Bank plc - Competent Person Report June 2019
PwC 4



2. Financial information




Statement of financial position

ASSETS

Balances with Central Bank of Malta, treasury

bills and cash 38,928,737 37,701,932
Financial assets at fair value through profit
and loss - 724,432
Impairment of financial assets at fair value
through profit and loss - (362,216)
Loans and advances to customers:
- Corporate portfolio 5,540,371 5,964,731
- Retail portfolio 1,543,425 1,551,365
- Group companies 1,555,613 1,555,613
- AASA portfolio 3,231,755 3,386,188
Impairment of loans and advances:
- Corporate portfolios (2,864,042) (2,864,042)
- Retail portfolio (1,042,556) (1,042,556)
- Group companies (1,548,248) (1,548,248)
- AASA portfolio (2,368,203) (2,315,476)
Prepayments and accrued income 387,055 373,664
Other assets 1,644,474 1,676,568
TOTAL ASSETS 45,008,381 44,801,955

Nemea Bank plc - Competent Person Report
PwC

The Competent Person disposed of the investment in the Nordic
Investment Funds (SICAV) Ltd through redemption of the units
held in the fund for proceeds amounting to c.€0.7 million as at
31 December 2018 (reflected under financial assets at FVTPL).

The Competent Person continued to:

I. collect receivables due from AASA in respect of underlying
micro-loans; and

ii.  have direct contact with a number of corporate and retail
customers in order to negotiate or facilitate repayment of a
number of facilities resulting in loan balances decreasing
from c. €9.1 million to €8.6 million by the end of June 2019.

There were no revisions to impairments on loans and advances
to customers (excluding the AASA portfolio) during the period
under review.

June 2019
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Statement of financial position (cont’d)

EQUITY
Called up share capital
Accumulated losses

8,720,302

(12,606,954)

8,720,302

(12,814,013)

TOTAL EQUITY (3,886,652) (4,093,711)
LIABILITIES

Amounts owed to customers 13,278,604 13,221,956
Amounts owed to Depositor Compensation

Scheme 35,217,715 35,217,715
Current tax liability 144,073 144,073
Accruals and deferred income 203,592 261,022
Other liabilities 51,047 50,898
TOTAL LIABILITIES 48,895,033 48,895,666
TOTAL LIABILITIES AND TOTAL EQUITY 45,008,381 44,801,955

Nemea Bank plc - Competent Person Report
PwC

In respect of customer deposits, the only movement reported
during the period pertains to foreign exchange movements,
mainly driven by differences on a deposit amounting to c. $10
million.

Overall, the Bank’s liability position remained consistent
throughout the period, with its major liability items comprising a
payable of c. €35.2 million to the Depositor Compensation
Scheme and €13.2 million in customer deposits as at 30 June
2019.

During the period, the Bank’s accumulated losses also remained
stable, with the level registered at €12.6 million as at 30 June
20109.

June 2019
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Income statement

Interest receivable:
- on loans and advances to the Central Bank

of Malta & other banks 77,323 169,749
- on loans and advances to related parties 23,353 23,740
- on loans and advances to retail customers 32,478 33,204
- on loans and advances to corporate

customers 158,066 166,257
- on AASA loans 80,852 152,827
Total interest receivable 372,072 545,776
Interest payable:

- on deposits held with Central Bank of Malta (49,794) (67,468)
- on AASA loans (62,378) (118,045)
Total interest payable (112,172) (185,513)
Net interest income 259,900 360,264
Fee and commission expenses (500) (621)
Trading profits 283,206 19,367
Fund management income 27,021 47,565
Other items (433) 14,167
Total operating income 569,194 440,741

Nemea Bank plc - Competent Person Report
PwC

Subsequent to winding down of the majority of its lending
business, since appointment of the Competent Person in 2016
the key element of the Bank’s revenue is derived from interest
iIncome on specific corporate customers, which amounted to c.
€158,000 during the period.

The Bank also incurred expenses of c. €50,000 on balances held
with the Central Bank of Malta in view of negative interest rates
charged.

Prior to disposal of its holdings in the Fund, the Bank’s
investment services activities also enabled it to earn the following
Income:

I. Fund management fees with respect to the management of
the Fund which amounted to c. €27,000 in 2019; and

i, Trading profits, which represent disposal/fair value gains on
the Bank’s direct holdings in the Fund, amounting to c.
€283,000.

The Bank’s total operating income for the period was €569,000
with a reported profit of €207,000.

June 2019
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Income statement (cont’d)

Staff costs (800) (800)
General administrative expenses (154,660) (246,535)
Depreciation on property, plant and

equipment - (4,776)
Provision for impairment of loans and

advances (206,675) (1,081,913)
Total operating expenses (362,135) (1,334,024)
Loss before tax 207,059 (893,283)
Tax charge - -
Loss after tax 207,059 (893,283)

Nemea Bank plc - Competent Person Report
PwC

General and administration expenses predominantly comprise
professional & legal services fees, regulatory fees, IT related
costs and other general expenses.

Total general administration expenses amounted to c. €155,000,
of which, c. €57,000 relate to Competent Person fees.

By way of breakdown, general administrative expenses are
analysed in further detail on the following page.

June 2019

9



Analysis of general administrative expenses

The Bank’s general administrative expenses for the year ended 30 June 2019 are analysed in the following table:

Legal fees 78,729 87,703
Competent person fees 57,442 144,114
Other administration costs 18,489 14,718
Total general administration expenses 154,660 246,535

General administration expenses include fees charged by the Competent Person in line with its mandate.

The Bank also incurs legal fees which represent fees charged by the Bank’s legal representatives in Malta and Finland with respect to their
involvement in matters involving litigation, court action and other general legal advice. Legal fees also include judicial fees incurred by the Bank as a
result of such court action.

Nemea Bank plc - Competent Person Report June 2019
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Analysis of movements in loan portfolio

Client 2 1,203,125 1,203,125 - 1,203,125 1,203,125 - - -
Client 3 (€1,180,000) 1,180,000 - 1,180,000 1,180,000 - 1,180,000 - -
Client 4 (€2,250,000) 1,147,959 650,359 497,600 1,147,959 650,359 497,600 - -
Client 4 (€200,000) 29,267 29,267 - 29,267 29,267 0 - -
Client 6 911,290 411,290 500,000 911,290 411,290 500,000 - -
Client 7 600,000 600,000 - 600,000 600,000 - - -
Client 1 498,728 - 498,728 923,089 - 923,089 (424,361) -
Client 8 495,000 495,000 - 495,000 495,000 - - -
Nemea Bank plc - Competent Person Report June 2019
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Analysis of movements in loan portfolio (cont’d)

Client 9 (€300,000)
Client 9 (€75,000)

Client 10
Client 11
Client 12
Client 13
Client 14
Client 15
Client 17
Client 18
Client 19

Total

Nemea Bank plc - Competent Person Report

PwC

222,859 - 222,859 227,776 - 227,776 (4,917)
58,260 - 58,260 59,420 - 59,420 (1,160)
209,407 209,407 - 209,407 209,407 - -
200,000 200,000 - 200,000 200,000 - -
135,625 - 135,625 135,625 - 135,625 -
75,000 75,000 - 75,000 75,000 - -
46,542 - 46,542 47,922 - 47,922 (1,380)
37,584 - 37,584 38,066 - 38,066 (483)
19,782 19,782 - 19,782 19,782 - -
7,184 7,184 - 7,184 7,184 - -
6,184 6,184 - 6,184 6,184 - -
7,083,796 3,906,598 3,177,198 7,516,096 3,906,598 3,609,498 (432,300)




Analysis of movements in AASA portfolio

The outstanding balance of micro-loans acquired by Nemea from AASA Oy/Yleislaina Oy (out of loans granted by AASA/Yleislaina) still

outstanding within the portfolio are reflected in the table below:

Current 14,009 92,587 285,220 752,259 2,980,001 5,091,801 15,512,544
1-30 days 3,908 16,141 32,432 291,949 243,781 160,367 77,478
31-60 days 3,156 25,635 15,231 275,993 218,482 123,180 44,024
61-90 days 5,285 22,116 11,814 331,725 118,959 104,062 32,908
91-360 days 223,496 440,933 1,890,838 1,698,314 930,336 461,273 50,787
>360 days 2,981,901 2,788,776 1,420,865 669,931 197,398 21,499 983
Total gross loans 3,231,755 3,386,188 3,656,400 4,020,171 4,688,957 5,962,182 15,718,724
Provision for impairment

- Specific provision (1,583,610) (1,529,761) (694,292) (561,075) (417,593) (440,795) (483,893)
- Collective provision (784,593) (785,715) (787,501) (790,257) (793,251) (837,324) -
Total provision (2,368,203) (2,315,476) (1,481,793) (1,351,332) (1,210,844) (1,278,119) (483,893)
Net Carrying Amount 863,552 1,070.712 2,174,607 2,668,839 3,478,113 4,684,063 15,234,831

In calculating provisions on micro-loans forming part of the AASA portfolio, the Bank adopts the following high level approach:

() Specific provisioning on non-performing loans which comprises of a full provision on those NPLs where the Bank deems that the amounts
due by the customers are unrecoverable; and

(i) Collective provisioning on the remaining portfolio balances where the Bank calculates a general provision at a collective portfolio level on
all other balances by using estimated credit loss allowances as a percentage of the remaining portfolio (including current loans) on the
basis of best management judgement.

Nemea Bank plc - Competent Person Report June 2019
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Analysis of movements in AASA portfolio

The amounts due to the Bank in respect of AASA contractual arrangements attributable to customer repayments and reimbursement of non-
performing loans identified as non-performing within a prescribed period subsequentto acquisition (which amounts are not reflected within the

portfolio balances highlighted on the previous page) are reproduced in the table below. The amounts below include balances withheld by AASA
in an unauthorised manner.

Other amounts due from AASA 1,192,217 1,232,212 1,238,003 1,533,839 1,524,480 411,631 717,997

Nemea Bank plc - Competent Person Report June 2019
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3. Operational developments



Credit management activities

PwC has negotiated early repayment terms with Client 1 with respectto an amount of c. €425,000. In order to
enable this, PWC collaborated with Nordia Law, which acted as the Bank’s Finnish legal counsel to arrange
release of collateral requested by the borrower subsequent to the repayment being effected. PwC negotiated an
updated loan repayment schedule with the borrower in respect of the remaining balance of the exposure which
amounted to c. €500,000 post early repayments.

Relationships with AASA continue to be strained in view of the court proceedings and other matters. AASA has
Intimated its intentions to terminate the servicing arrangement between both parties and has given notice in this
respect. The Competent Person will be seeking to reject this stance through the continued involvement of the
legal advisors as this would impact negatively on the Bank in view of the control over portfolio information by
AASA. However, in view of the [ ] and the
factthat it appears to be unlikely to achieve a reasonable outcome with AASA, the Competent Person will seek
to engage another servicing and collection company.

Nemea Bank plc - Competent Person Report June 2019
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Other operational activities

Nordic Investment Funds (SICAV) Ltd (previously Nemea Credit Opportunities Fund)

Since appointment as Competent Person, PwWC has acted as fund manager to the Nordic Investment Funds
(SICAV) Ltd (the Fund) with a view to safeguarding the financial position of the Bank and third party investors in
the fund. [ ] acted as administrators throughout the process and provided ongoing reporting in
relation to the fund.

The fund manager proposed the sale of the residual asset of the fund ([ ] ordinary shares) through a
Finnish investment bank/broker engaged to assistthe fund in the process and subsequently the sale was
executed. PwC is seeking to terminate the fund management agreement between the Fund and Nemea Bank in
a legally acceptable manner.

Nemea redeemed the units held by the entity in the fund and received proceeds of c¢. €650,000.

Nemea Bank plc - Competent Person Report June 2019
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4. Update on litigation and

court action



Overview of court cases

NemeaBank plc vs. AASA Oy/Yleislaina Oy

Nemea instituted a case for breach of contractual terms by AASA Oy/Yleislaina Oy (the respondents) and for the repayment of outstanding
sums lent to the respondents under the terms of various contracts entered into between the Parties.

Developments: No material developments during the period.

Mr. Messaging Limited vs. NemeaBank plc

Mr. Messaging Limited had deposits with Nemea Bank. Following regulatory notices issued by the MFSA, depositors were allowedto withdraw
their deposits subject to a daily limit on withdrawals. Mr. Messaging Limited failed to withdraw funds in accordance with the daily limit imposed
by the MFSA. Eventually, given the Bank’s licence withdrawal by the ECB, Mr. Messaging could only claim under the Depositor Compensation
Scheme. Consequently, Mr. Messaging Limited filed a lawsuit against Nemea for the repayment of the remaining amount of €313.823.35.

Developments: Cross examinationof Rex Ellis and Robin Sullivan (UBOs of Mr. Messaging Limited). Fabio Axisa testified by way of affidavit
together with documentary evidence in support of claim and also testifiedin cross-examination by applicants. No submission of final note was
made by the Applicants. Nemea (the respondent)filed an application bringing this to the attention of the court and requesting the court
permissionto submitits responsive final note of submissions following submissions by the applicants. Judgement expected tobe deliveredin
difett ostacolo by the end of the year.

Nemea Bank plc - Competent Person Report June 2019
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Overview of court cases

NemeaBank plc vs. Henrik Lindfors

Henrik Lindfors took a loan from Nemea Bank plc for €200,000 and defaulted on the payment of the said loan. Lawsuit instituted for the re-
payment of the loan for €202,616.67 (including principal and interest to date of lawsuit).

Developments: Since all the attempts to communicate with Dr. Helga Buttigieg Debono failed, requested the Court to appoint another curator
for the defendant. Service of bundle to curators appointed to represent the defendant. Dr. J. Ellis has been served, pending next sitting.

NemeaBank plc vs. Linerik OY and Henrik Lindfors

Linerik OY took a loan from Nemea Bank plc for €2,050,000 and Henrik Lindfors acted as personal guarantor on the said loan. Respondents
defaulted on the payments of the said loan. Lawsuit instituted for the repayment of the loan for €1,249,578.99 (including principal and interest
to date of lawsuit).

Developments: The defendant failed to present his replies to the formal claims of the plaintiff. On this basis, the Court decided to proceed with
delivering its judgement. Judgement was delivered. No appeal filed from the defendant. Nemea Bank plc is waiting for the execution of
judgement in Finland against judgement debtors.

NemeaBank plc vs. Jukka Svensk

Jukka Svensk took a loan from Nemea pursuantto a loan agreement for the amount of €600,000. Jukka Svensk defaulted on the payments of
the said loan. A lawsuit was filed by Nemea for the repayment of the loan for the amount of €645,720 (inclusive of interest to date of filing).

Developments: Nemea submitted an affidavit by Fabio Axisatogether with documentary evidence. The curator made various attempts to
communicate with the respondent; none were successful. The courtreached a final decision in favour of Nemea Bank. The execution of the
judgment by the Maltese Courtin Finland is being carried out.

Nemea Bank plc - Competent Person Report June 2019
PwC 20



Overview of court cases

NemeaBank plc vs. Liberi OY and Pasi Tapani Tinnila

Liberi OY took two loans from Nemea Bank plc amounting to €200,000 (Loan 1) and €2,250,000 (Loan 2). Pasi Tinnila acted as personal
guarantor on the said loans. Respondents defaulted on the payments of the loans. The Bank filed a lawsuit for the repayment of the said loans
for €29,978.89 (Loan 1) and €1,188,437.31 (Loan 2), both including principal and interest to date of lawsuit.

Developments: Fabio Axisaconfirmed the contents of the affidavit presented by him and took the witness stand. Dr. Antoine Cremonaon
behalf of the plaintiff submitted documents in connectionwith the service of all acts of the case and an update of interestthat has accrued on
the capital being claimed in the case. Since the respondents were in a state of contumacy, the Courtaccorded 20 days to the respondents to
present a note of submissions. Judgement was delivered. No appeal filed from the defendant. Nemea Bank plcis waiting for the execution of
judgement in Finland against judgement debtors.

Action against Client 6

Client 6 took a loan from Nemea Bank plc amounting to €1,000,000. As security for the said loan a mortgage was registered over the yacht
owned by Client6 named|[ ]in favour of Nemea Bank plc. Respondents defaulted on the payments of the said loan.

Developments: The vessel isinthe process of being sold by court approved private sale. The proceeds of such sale will be remitted to Nemea
Bank plc. Giventhat Nemea Bank plc held a mortgage in its favour, Nemea Bank plc simply proceededto render that mortgage anexecutive title
thereby dispensing with the need to institute formal judicial proceedings.

Nemea Bank plc - Competent Person Report June 2019
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Overview of court cases

Action against Client8 and | ]

A loan agreement dated 17 December 2014 was entered between Nemea Bank plc and the debtor under which €616,542.19 remained
outstanding. Payment requests were sent to the debtor prior to the relevant due dates, on 21 November 2016, 20 March 2017, and 12 June

2017 followed by a call-in letter on 20 July 2017. The borrower Client 8 is now undergoing liquidation proceedings and the Finnish court
appointed an Administrator accordingly.

Developments: Followup email communicationwith the Administrator during the period. Additional followup is scheduledfor the period up to
the end of the year.

Nemea Bank plc - Competent Person Report June 2019
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