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1. Application

This methodology of the Analytical Credit Rating Agency (hereinafter, ACRA, or the Agency)
defines approaches to assessing the creditworthiness of banks, banking groups, and non-bank
credit organizations (hereinafter, the Bank or Rated Entity) under ACRA’s international rating
scale. The Methodology does not apply to other financial companies, including leasing
companies, insurance companies, microfinance organizations, etc.

Banks include credit organizations that have a license from a national or supranational
regulator to conduct banking operations and the right to perform the following banking
operations: attracting consumer and corporate funds to various types of deposits; placing these
funds on their own behalf and at their own expense on terms of repayment, payment, and
maturity; opening and maintaining consumer and corporate bank accounts and issuing various
types of consumer and corporate loans. Banking groups include non-corporate associations of
legal entities in which one or more corporates are under the control or significant influence of
a single credit institution.

Within this Methodology, rated entities also include those whose economic activities are close
to banking, in particular: development institutions (attracting and placing funds based on fees,
maturity, and refunding); agencies with specialized functions whose activities are mainly related
to attracting and placing funds and/or providing guarantees and sureties. Decisions on
assessing these organizations according to this Methodology are made by the Rating
Committee.

If the rated entity is the parent organization of a banking group, ACRA may conduct an analysis
based on consolidated financial statements. In this case, ACRA assesses the share of operating
income and assets in foreign currency and considers the corresponding currency and
conversion risks.

The Methodology applies to both first-time and current credit ratings. The assigned ratings
also include outlooks that reflect the Agency's opinion on a possible change in rating within
12-18 months from the date of rating assignment. However, in the event of unforeseen
significant events that affect the credit quality of the rated entity or its debt instruments, the
Agency may take a rating action leading to a rating change, regardless of the previously
assigned outlook.

The principles described in this Methodology can be used to assign credit ratings to banks and
banking groups.

This Methodology is applied on an ongoing basis until a new version is approved by ACRA's
Methodological Committee.

Credit ratings assigned according to this Methodology are reviewed according to the
requirements of Federal Law No 222-FZ, dated July 13, 2015, “On the Activities of Credit Rating
Agencies in the Russian Federation, On the Amendment to Article 76.1 of the Federal Law ‘On
the Central Bank of the Russian Federation (Bank of Russia)’ and the invalidation of certain
provisions of legal acts of the Russian Federation”, as well as ACRA’s internal regulatory
documents, no later than one calendar year following the last rating action.
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In order to keep the Methodology up to date, ACRA shall review and amend this Methodology
on the following grounds:

e Deviations from this Methodology more than three times per quarter in the
course of rating actions;

e Revisions prescribed by methodology monitoring conducted by the
Methodology Group;

e Discoveries of incompliance of this Methodology with the requirements of the
Federal Law of 13 July 2015 No 222-FZ “On activities of credit rating agencies
in the Russian Federation, on the amendment to Article 76.1 of the Federal
Law ‘On the Central Bank of the Russian Federation (Bank of Russia)’ and the
invalidation of certain provisions of legal acts of the Russian Federation”;

e Requests for immediate revisions of the Methodology from ACRA's
Compliance and Internal Control Service.

Not later than one calendar year after the date of the latest revision of this Methodology, ACRA
shall review it in accordance with its internal documents. As a result, the Methodology may be
amended or remain unchanged.

In the course of implementing this Methodology, every case of deviation from it shall be duly
documented and disclosed by ACRA on the Agency’s official website (www.acra-ratings.ru)
when a credit rating or a credit rating outlook is published, with indication of reasons for such
deviation.

If any errors are detected in this Methodology that have affected or may affect credit ratings
and/or credit rating outlooks, ACRA shall analyze and review this Methodology in accordance
with its internal procedures. Information about these actions, the new version of the
Methodology, and information about identified errors, if they impact any previously assigned
credit ratings, are disclosed by ACRA on its official website.

If the planned changes to the Methodology are significant and impact or may potentially
impact current credit ratings, ACRA shall:

1) Post on its official website information about the planned changes indicating
reasons for and consequences of such changes, including those that affect credit
ratings assigned according to this Methodology;

2) Assess the need for revising credit ratings assigned in accordance with this
Methodology within six months after the Methodology revision date;

3) Revise all credit ratings that require changes no later than six months after the
date of completion of the above assessment.
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2. Sources of information used when assigning credit ratings

The main sources of information for rating analysis are the audited financial statements of the
rated entity prepared according to International Financial Reporting Standards (IFRS) (including
the auditor’s report and notes on the statements) for the last three completed financial years
and the latest interim statements. If necessary, ACRA may require the rated entity to fill out an
individual questionnaire using the Agency's template.

If the Bank does not prepare financial statements in accordance with IFRS or if there are no
financial statements in accordance with IFRS for the last three full financial years, the rating
analysis can be performed on the basis of financial statements prepared according to local
accounting standards (local GAAP).

If the Bank presents reports in line with IFRS or local GAAP on a quarterly and/or semi-annual
basis, this information can also be used in rating analysis. If reporting according to both
standards is provided for a given period, the IFRS reporting takes precedence.

ACRA can also use the following sources of information when assigning a rating:
e Reporting to regulatory authorities;
e Issue documentation for outstanding debt instruments, if applicable;

e Internal documents, including the Bank’'s periodically revised strategy,
financial forecasts, and interaction with related parties;

e Internal documents regulating corporate governance and risk management;
e Publically available information (mass media);

o Data obtained during the rating meeting with the Bank's representatives;

e ACRA's macroeconomic and industry forecasts;

e Other data that ACRA considers relevant for the credit analysis.

When performing the rating analysis, ACRA can simultaneously use various sources of
information (for example, reporting both under IFRS and local GAAP at the same time) to form
the most complete, objective, and up-to-date opinion on the financial position of the rated
entity.

The specific nature of credit analysis implies the potential need to adjust certain elements of
the reporting and the corresponding recalculation of financial indicators. Therefore, the
financial indicators published by ACRA may not always correspond exactly to the financial
statements or the financial indicators calculated based on them.

If the information received is not sufficient for the proper application of the Methodology,
ACRA shall refuse to assign a credit rating. Similarly, if insufficient sources of information are
identified in maintaining the assigned credit rating, ACRA shall revoke the assigned credit rating
without performing other rating actions, such as affirming or changing the rating or its outlook.
Information about the actions taken is reflected in the publication of the rating action for the
rated entity.

Methodology for Assigning Credit Ratings to Banks and Banking Groups under the

July 31,2024 International Scale

Page | 5



The sufficiency of information is determined by the ability to conduct a rating analysis
according to the general principles of ACRA's rating process'. The main criteria include:

e Sources of information necessary for the quantitative and qualitative analysis
of the rated entity’s financial and economic activities and business model;

e Sources of information necessary for assessing internal and external risk
factors that may affect the creditworthiness of the rated entity;

e Financial information for the comparative analysis of the rated entity with
comparable rating objects.

3. Rating analysis structure

Despite the fact that the main elements of the rating analysis are factors of the operating and
regulatory environment, as well as the financial results of banks (banking groups), the rating
process also takes into account various subjective factors, the specifics of a particular business,
assumptions about the evolution of identified trends, and the accumulation of risks. Therefore,
the methodological approach is not based solely on the results of statistical analysis, but uses
a combination of qualitative and quantitative assessments.

The first stage of the rating analysis usually includes an assessment of the Bank's or banking
group'’s sustainability without external extraordinary support. Current external support already
provided to the Bank is taken into account in the standalone creditworthiness assessment
(SCA). The credit rating assigned to a Bank or banking group is based on the level of
extraordinary support that can be provided to the Bank by the owner/affiliate company or the
government according to ACRA’s methodologies. From an economic point of view, the SCA
assigned to a rated entity reflects the probability of its default? or insolvency, assuming that
there is no external support. Insolvency refers to the inability of the rated entity to meet its
obligations without extraordinary support from third parties, regulatory intervention, or forced
restructuring of obligations to prevent expected default.

The SCA assignment is based on the analysis of the following blocks:

e Operating environment in the country(ies) of presence where the rated entity
conducts most its business;

e Business profile that characterizes the quality of the franchise;

e Financial profile represented by a set of financial indicators with
corresponding weights: risk profile, capital adequacy, funding and liquidity;

e Qualitative factors that take into account other types of risks, usually related
to corporate governance, as well as legal and operational aspects.

In the absence of external support factors, the rated entity may be assigned a credit rating at
the SCA level.

' Laid out in ACRA's Rating Actions Procedures and General Principles of the Rating Process.
2 Default is defined in the Key Concepts Used by the Analytical Credit Rating Agency within the Scope of Its Rating Activities.
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In some cases, by decision of the Rating Committee, a rating can be assigned without
determining the SCA according to ACRA’s methodologies for all types of relationships, as well
as support from the government and affiliated groups. For example, if the rated entity performs
a narrow operational function within a group with a high degree of operational integration, or
has high systemic importance and a strong relationship with the state.

After determining the SCA, ACRA assesses the extraordinary support from the supporting
organization (in most cases, the parent company within the corporate structure), if applicable.
The level of external support is assessed based on ACRA's relevant methodologies. At the final
stage, ACRA assesses the extent of potential support from the state, also based on ACRA's
relevant methodologies.

Figure 1. Rating analysis structure

SCA factors

Operating environment + Business profile + Financial factors
Economic and other factors that determine Position of the bank and its affiliates Financial condition of the rated entity via an
the operating environment assessment of its key indicators

Qualitative factors

Adjustment of financial factors taking into account non-quantitative aspects

Indicative SCA

Comparison with a group of similar banks, risk of adverse events,
other restrictions

Owner/group support

State support

——

Credit rating

Source: ACRA

4. ACRA'’s rating scale

To classify the Bank's credit ratings and its liabilities, ACRA uses the international rating scale,
which is a system of alphanumeric symbols including 19 levels (from AAA to C) according to
the Key Concepts Used by the Analytical Credit Rating Agency within the Scope of Its Rating
Activities.

5. Standalone creditworthiness assessment

"o

The qualitative and quantitative factors of the SCA blocks "Operating environment”, “Business
profile”, and “Financial factors” are evaluated using the numerical estimates given in Table 1.
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Table 1. Numerical estimates of factors and their characteristics

Numerical estimates of factors Characteristics
1 Maximum
2
3 Very high
4
5
6 High
7
8
9 Moderately high
10
11
12 Medium
13
14
15 Moderately low
16
17 Low
18 Very low
19 Critically low

Source: ACRA

Initial numerical estimates are assigned to each factor based on the "anchor” values of
indicators (qualitative factors or financial coefficients) or a combination (matrix comparison) of
two "anchor” indicators. The numerical estimate assigned to each factor can be adjusted by a
limited number of notches® based on the decision of the Rating Committee to increase or
decrease, taking into account a number of additional indicators that are relevant to the
assessment of the corresponding factor, as well as based on ACRA’s expectations for the trend
of the corresponding factor in the medium term (12-18 months). These adjustments, along
with additional indicators, are summed up when the final factor score is obtained. The factor
score, adjustments included, ranges from 1 to 19.

Numerical estimate factors (Table T) with the adjustments for each factor are multiplied by the
weight of the corresponding factors (Table 3). They are then summed up, and the resulting
numerical equivalent is correlated with the resulting assessment of the key factors by mapping
the appropriate weighted average of numerical equivalents and the resulting assessment of
the key factors (Table 2).

Table 2. Translation of numerical estimates of factors into the resulting assessment*

Numerical | Fom K 31 | 37| 43 |49 | 55|61 | 67 73 7.9 85 | 91| 97 | 103 | 109 | 115 | 121 | 127 | 133

equivalent
ue 3.1 37 | 43 | 49 | 55| 61|67 73 7.9 8.5 9.1 | 97 | 103 | 109 | 11.5 | 121 | 127 | 133 19

Resulting
assessment of the aaa | aa+ | aa | aa- | a+ a a- | bbb+ | bbb | bbb- | bb+ | bb | bb- b+ b b- ccc cc c

main factors (SCA)

Source: ACRA

3 A change in the numerical estimate is equal to one notch.
4 The table includes the lower limit and not the upper limit of the numerical equivalent.
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The resulting rating can be changed based on the decision of the Rating Committee, taking
into account qualitative factors related to corporate governance, compliance, and operational
risks by adjusting for a limited number of notches. These adjustments, taking into account the
quality factors, are summed up.

The result of the actions described above is an indicative SCA, which in most cases is an
assigned SCA. The Rating Committee may assign the final SCA one notch lower or higher than
the indicative SCA based on a comparison with banks of comparable credit quality, an
assessment of the risks of an adverse event, and an ACRA assessment of a possible change in
the Bank’s creditworthiness over the 12 to 18-month horizon. The final SCA may be limited if
the value of individual factors and indicators is critically low.

Table 3. Simplified overview of SCA structure

SCA factors and Weight Applied adjustments
i i u
“anchor” indicators J i d
e Dynamics of lending to the economy;
e Availability of funding sources and level of capital market
Operating development;
environment 30% e Dependence of the banking system on foreign currency and/or
o .
Sovereign rating funds of non-residents;
(credit estimate) e State intervention;
e Volume of government lending by the banking system;
e Regulatory environment.
e Total assets;
Business profile e Business diversification;
Marke.t share of retail e Dominant share in niche segments;
deposits in total 20%
retail deposits in the e Sustainability of the business model;
country® e Volume of non-core business;
e Concentration by region.
Financial factors
. e Financial leverage;
Capital adequacy
Tier 1 capital e  Stress test results;
adequacy ratio; 20% e Minimum regulatory requirements for capital adequacy;
internal capital o Access to capital;
generation
e Capital management policy.

> Hereafter, ACRA uses the term customer deposits to indicate term deposits and demand accounts, unless otherwise specified.
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. Share of non-core assets;

e Dynamics of problem debt and history of losses from credit risk
materialization;

Risk profile e Concentration of credit claims;
Share of problem e Concentration by industry;
assets in total assets; 15%

e Collateralization of credit claims;
coverage of problem
assets with reserves e  Growth rate of credit claims;
e Related-party lending;

e Off-balance sheet credit risks;

e Market risk.

e Concentration of liabilities;

e Foreign currency funding;

Funding and e Dependence on funds from related parties;

liquidity
Dependence on e Dependence on regulatory funding;
unstable funding 15% e Long-term funding indicator;

sources; share of

T ) e Attracting retail deposits at above-market rates;
liquid assets in total

e Stability of customer funds;

assets
e Credit lines from reliable counterparties;
e Liquidity ratio.
e Organizational structure and corporate governance;
Direct e Ownership structure and business reputation;
Qualitative adjustment of e Risk management;
adjustments the indicative _—
e Regulatory risk;
SCA
e  Other operational risks (including fraud);
e Other individual adjustments.
Source: ACRA
5.1. Operating environment

The "anchor” indicator for assessing the operating environment factor is ACRA's sovereign
credit rating (credit estimate in the absence of an assigned ACRA credit rating). This is assigned
according to the Methodology for Credit Rating Assignment to Sovereign Entities under the
International Scale, since the creditworthiness of the government(s) in whose jurisdiction the
Bank operates reflects most of the economic and institutional risks that determine the risks of
the Bank’s operating environment. The numerical estimate is assigned according to Table 4.
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Table 4. Alignment of the sovereign credit rating (credit estimate) with the initial numerical estimate of
the “anchor” indicator of the operating environment factor

Credit rating
(credit AAA AA+  AA AA-

estimate)
Numerical

equivalent

Source: ACRA

The initial estimate of the factor can be adjusted to take into account the quantitative and
qualitative indicators listed below.

Dynamics of lending to the economy. Increased rates of lending to the economy (non-
financial companies and the population) may indicate the formation of a credit bubble if the
growth of the economy is mainly caused by high lending rates. Under these conditions, the
risks of deterioration in the financial condition of banks are significantly increased due to the
increase in credit risks of borrowers. This is due to the growth of the debt burden and
deterioration of banks’ financial indicators, including when credit conditions are tightened. The
indicator used to assess lending rates is the change in the ratio of debt owed by non-financial
companies and the population to the banking sector to GDP.

Availability of funding sources and level of capital market development. Stable access to
financing sources and a developed capital market determine the potential sustainability of
attracting financial resources on acceptable terms by both banks and non-financial companies
in addition to financing from bank loans. A developed domestic capital market allows the
banking system and the economy as a whole to recover faster from crises.

If there is a significant share of foreign banks in the country’s banking system, along with an
assessment of access to sources of financing and the level of development of the domestic
capital market, the possibility of these banks’ access to sources of financing via their parent
companies is assessed.

A complete lack of access to international capital markets is a negative rating factor that limits
the level of funding diversification in the banking sector, and may serve as a basis for a negative
adjustment.

Dependence of the banking system on foreign currency and/or funds of non-residents.
Significant dependence on foreign currency and/or funds of non-residents during periods of
market instability, economic stress, depreciation of the national currency, etc., can have a
significantly negative impact on the stability of banks. In addition, the withdrawal of funds from
national economies by non-residents during financial shocks may contribute to the growth of
systemic risks to the liquidity and solvency of the banking system.

State intervention. A high degree of government intervention in the banking system can lead
to significant costs and inefficiency. Examples of government intervention include, but are not
limited to, laws and regulations that give one group of market participants an advantage over
others, regulations and practices that encourage unfair behavior on the part of individual
participants, a high share of state ownership in an industry, and excessive taxation compared
to other sectors of the economy.
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Volume of government lending by the banking system. An increased and sustained volume
of lending to the government by banks (including the volume of government securities on bank
balance sheets) may indicate that credit markets are limited for the government and could lead
to a concentration of sovereign risk in the national banking system. Despite zero or low risk
weights for calculating capital adequacy for sovereign debt investments in many countries, a
high concentration of bank credit risk on sovereign debt can pose a significant risk of losses if
sovereign creditworthiness deteriorates. This risk is compounded if the state is financed by
banks in a foreign currency.

Regulatory environment. Effective banking regulation reduces the risks of bank failure and
expected losses for investors in the event of insolvency or defaults. When evaluating this indicator,
ACRA considers the approach to rehabilitation, as well as the effectiveness of legislation aimed at
preventing banking crises and maintaining financial stability. In particular, factors like
macroprudential regulation, a system of measures to prevent bank failures, a deposit protection
mechanism, protection of the rights of consumers of financial services, etc. are taken into account.
Changes in the regulatory environment can significantly affect the creditworthiness of banks.

Table 5. Analytical adjustments for the operating environment factor

Maximum

Adjustment Description

adjustment®

Growth of the ratio of debt of non-financial companies and the
population to the banking sector to GDP on average over the
past three years:

Dynamics of for developing economies — more than 15 PP,
lending to the -1 .
9 for developed economies — more than 30 PP.,
economy
and
The impact of increased credit growth rates on the welfare of
economic entities is significant based on analytical judgment.
Low level of development of the domestic capital market,
Availability of characterized by its small depth, limited number of participants,
funding sources weak infrastructure development, inefficient regulation and
and level of capital -1 limited access to international capital markets, available only to
market specific borrowers. Low level of support for local branches of
development foreign banks from their parent companies (in the case of a

significant share of foreign banks in the banking system).

More than 30% of the total assets or liabilities of the banking

Dependence of the . . .
system are denominated in foreign currency.

banking system on
foreign currency -1 OR
and/or funds of

. More than 15% of the total amount of obligations of the banking
non-residents

system are obligations to non-residents.

6 Hereinafter, an adjustment of +1 means an improvement in the factor assessment by 1 notch, while an adjustment of -1
means a deterioration in the factor assessment by 1 notch.
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More than 50% of the total assets or liabilities of the banking
system are denominated in foreign currency.

-2 OR

More than 30% of the total amount of obligations of the banking
system are obligations to non-residents.

The degree of involvement and influence of the state is

i i -2 . .
State intervention determined by analytical judgment.
Volume of The total amount of credit provided to the government over the
government 1 past three years exceeds 150% of the Tier 1 capital of the
lending by the country’s banking system.

banking system

Regulatory standards are less stringent compared to
international practices. Regulation is more reactive than

preventive.
OR
-1 The generally accepted international practice of banking
regulation is being implemented with a significant delay.
OR

Over the past ten years, there have been banking crises caused

Regulatory by inefficient regulation.

environment

Regulatory standards are formal in nature and are significantly
less stringent compared to international practices. Regulation is
much more reactive than preventive.

OR

-2 Generally accepted international practice of banking regulation
is not being implemented.

OR

Over the past ten years, there have been massive bank failures
due to ineffective regulation.

Source: ACRA

Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

ACRA assesses the operating environment factor on an individual basis for each jurisdiction,
regardless of the specific bank being analyzed. Therefore, banks from the same jurisdiction
receive the same assessment for the operating environment factor.

If a significant part of the rated entity’s business is conducted outside its jurisdiction, and
various sovereign ratings (credit estimates) and/or adjustments to the operating environment
factor are assigned to the countries where the bank operates, ACRA uses weighted average
ratings. The weighting is based on the following indicators, depending on the availability of
information (in order of priority):
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e Share of the Bank's operating income in the respective country;

e Shares of the Bank’s risk-weighted assets in the respective country;
e Bank's assets in the respective country;

e Other indicators that characterize the scale of activity.

ACRA may exclude countries where the share of the rated entity in the corresponding indicator
is less than 10% of the weighted average assessment for calculating creditworthiness.

The most typical interpretation of the operating environment factor assessment is described in
Table 6.

Table 6. Qualitative characteristics of the operating environment factor

Assessment Assessment

A typical description of the assessment

(from) (to)

An ideal operating environment that fully supports the banking sector in any
changing economic environment. A very strong sovereign credit profile
1 1 supported by well-developed capital markets, strong business sectors, a generally
wealthy society, as well as the experience of successfully overcoming negative
global financial events, no systemic shortcomings.

A very good operating environment that supports the banking sector in various
changing economic conditions. A strong sovereign credit profile supported by
2 4 developed, mature capital markets and business sectors, a generally well-off
society, experience in successfully limiting the impact of negative global financial
events, a very small number of systemic weaknesses.

A good operating environment that reasonably supports the banking sector
under favorable economic conditions. A strong sovereign credit profile supported
5 7 by developed, mature capital markets and business sectors, a reasonably well-off
society, successful experience in mitigating the impact of negative global financial
events, a number of systemic weaknesses.

A mostly positive operating environment that provides banks with generally
favorable business conditions under favorable economic conditions. Adequate
8 10 sovereign credit profile supported by emerging capital markets and business
environment, acceptable level of welfare in society, systemic deficiencies present
but manageable.

An operating environment that provides moderately favorable banking business
conditions only during favorable economic cycles. The sovereign credit profile is
no more than satisfactory and supported by emerging capital markets and the
business environment, moderate welfare of society, systemic shortcomings.

11 13

An operating environment that provides banks with limited business
opportunities only during long positive economic cycles. The sovereign credit
profile is weak, capital markets and business sectors very limited in development,
mostly poor society, significant systemic shortcomings.

14 16

17 19 The operating environment is not favorable for the banking business in any
economic cycles. The sovereign credit profile is extremely weak, capital markets
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and the general business environment are underdeveloped, society is poor, and
systemic shortcomings are obvious.

Source: ACRA

5.2. Business profile

The business profile assessment reflects the Bank's ability to generate stable income during the
business cycle. Franchise, management, brand quality, and strategy directly affect the credit
quality of the rated entity and provide information about the long-term stability of the Bank,
which, in contrast to financial factors, is less affected by economic downturns.

The "anchor” indicator of the business profile factor is the Bank's share in the total volume of
retail liabilities in the domestic market of the banking system, of which the Bank is a part. Retail
liabilities reflect the strength and stability of the Bank's franchise due to the following factors:

e The stable nature of this funding source for the Bank, especially in countries
with deposit insurance mechanisms;

e Generally, the cost of funding is relatively low;
e Systemic importance for the country's banking system;

e Brand recognition and potential for sales of other products.

Table 7. Assessment of the main indicator of the business profile factor

20.00% 5.00% 2.00% 0.25% 0.17% 0.14% 0.06% 0.03% 0.00%
The share of

consumer funds in To 100.00%  20.00%  5.00%  2.00%  0.25%  0.17%  0.14%  0.06% _ 0.03%

the total volume of
retail liabilities in Assessment
the count

Source: ACRA

If a significant part of the rated entity’s activities is conducted outside its jurisdiction, the
indicator score is formed as a weighted average of this factor for each jurisdiction. The
weighting is based on the following indicators, depending on the availability of information on:

e Share of the Bank’s consumer funds in the relevant country;

e Share of the Bank’'s operating income in the respective country;
e Share of the Bank’s risk-weighted assets in the relevant country;
e Shares of the Bank’s assets in the relevant country;

e Other indicators.

ACRA may exclude countries that have a share of less than 10% for the relevant rating entity
from the weighted average assessment for calculating creditworthiness.

The estimate can be changed based on the analytical adjustments listed below.

Total assets. This indicator acts as an additional indicator of business stability and
predictability. The volume of assets characterizes the Bank's market share in the country’s
financial system, its ability to set pricing policies, and attract significant customers. A large
balance sheet creates opportunities to increase diversification in activities and increase the
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sales of banking products. In addition, it indicates the importance of the Bank for the country’s
economy.

Business diversification. Having a diverse product line or operating in several independent
jurisdictions helps ensure the stability of the Bank's revenue through diversification. Therefore,
all other things being equal, comparable banks with a lower level of business diversification are
considered weaker.

Dominant share in niche segments. Dominant market positions compared to other banks is
also basis for an upward adjustment to the rating according to the business profile factor. The
Bank may have additional pricing flexibility due to its competitive advantages via reputation,
quality, and brand recognition. These advantages arise in the absence of negative factors for
reputation due to the historically successful weathering of crises, long-term existence and
importance for the national and regional markets, as well as international recognition as a
subsidiary of a well-known national or international bank. The Bank's reputation and dominant
position may also be the result of its leadership in niche segments related to technology (for
example, online or mobile services), or its inclusion in well-known national and international
rankings.

Sustainability of the business model. A highly adaptable business model, as well as the Bank's
ability to retain customers, are obvious strengths in terms of creditworthiness. This
demonstrates the ability of the rated entity to adapt its products and processes in a rapidly
changing environment and successfully maintain its market position and financial stability
(capitalization, asset quality, and liquidity indicators).

Volume of non-core business. According to ACRA, a significant share of assets or operating
income from non-core activities (for example, investments in real estate or equity participation
in non-financial companies) is associated with increased risks and may signal a significant
deviation of the business model from traditional banking.

Concentration by region. The concentration of business in a particular region or jurisdiction
carries the risk of losing a significant part of revenue due to increased competition or the
realization of a risk event in this region. ACRA considers the risks and business growth potential
in the region on an individual basis for each rated bank.

Table 8. Analytical adjustments for the business profile factor

Maximum

Adjustment ) Description
adjustment
e The Bank is in the top 5% of largest banks in the jurisdiction by
assets.
Total assets
1 The Bank is in the top 15% of largest banks in the jurisdiction by
assets.
Operating income for the last three years was relatively uniformly
Business " diversified by stable sources of income like net interest and net
diversification commission income (the list can be expanded depending on the
specific analyzed bank);
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And

The presence of several significant lines of business (retail unit,
corporate, insurance, etc), the income of which is relatively
uniformly diversified;

And
Low concentration on individual counterparties;
And

Wide geographical presence.

The rated entity is considered a monoliner’ with a significant
concentration of operating income in one business area (retail,
corporate, insurance, etc.);

OR

Part of a banking alliance that restricts the activities of its individual
members to certain regions and cities;

OR

A significant portion of operating income over the past three years
has come from a single source of income (net interest income, net
commission income, etc.).

The rated entity is the market leader in the country(ies) of presence
+1 in any segment (including banking products), or is the undisputed
leader in online or mobile banking by market share.

Dominant share in
niche segments

Sustainability of the +1 Adjustments are made based on analytical judgment, depending on
business model the historical experience of adapting the business model and the
-1 impact on the market position and financial profile.

The share of non-core assets and/or income from non-core
-1 activities is significant and may negatively affect the stability of the
business.

Volume of non-
core business

More than 70% of operating income comes from customers in one

region;

OR
Concentration by 1 More than 70% of client assets in one region;
region OR

More than 70% of customer liabilities in one region. Adjustments
are made based on an analytical judgment regarding the risks and
growth potential of the business in the region.

Source: ACRA

Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

7 An entity who specializes in a single product (e.g., credit card issuance) with almost no other products available.
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5.3. Financial factors

The financial factor assessment takes into account the fundamental coefficients for assessing
the financial stability of the Bank:

e Capital adequacy, assessed based on the ratio of Tier 1 capital to risk-
weighted assets, in combination with the average capital generation ratio
(ACGR);

e Risk profile, assessed based on the share of problem assets in total assets, in
combination with coverage of problem assets by reserves for possible losses;

e Funding and liquidity, based on the ratio of the volume of unstable funding
sources to total assets, in combination with the share of liquid assets in total
assets.

Each indicator for the corresponding factor plays the role of the main quantitative characteristic
of the financial profile of a credit institution.

If the rating for any financial factor is lower than or equal to 17, ACRA may limit the SCA to
“ccc”. This is despite the weight of this factor and the assessment of other factors, if, in ACRA's
opinion, a critically low rating of the factor signals a significantly negative financial situation
and may cause default or insolvency in the absence of extraordinary external support.

In addition to the “anchor” financial indicators and their analytical adjustments, the Agency can
use a large number of other indicators that more fully disclose the financial position of the rated
entity. ACRA can also apply adjustments when using individual elements of financial statements
to more accurately estimate ratios (for example, adjustments applied to capital or to the amounts
of reserves for possible losses).

5.3.1. Capital adequacy

The Bank’s capital absorbs unforeseen losses when risks materialize and ensures business
continuity. Capital adequacy also plays an important role in regulation: the amount of capital
in absolute and relative terms below the level set by the regulator may cause regulatory
intervention and, as a result, the Bank’s insolvency. High capital adequacy allows the Bank to
maintain the confidence of investors and counterparties. A sufficient level of capital, therefore,
reflects the Bank’s long-term viability, indicating that depositors and other creditors are
protected from losses.

The starting point for estimating capital adequacy is the ratio of Tier 1 capital to risk-weighted
assets (risk-weighted assets, RWA), combined with the ACGR, which indicates the Bank’s ability
to increase capital without additional external infusions. Using the ACGR as an indicator within
the capital adequacy factor, ACRA considers profitability (the ability to generate capital
independently) as a component of the capital adequacy assessment rather than a separate
rating factor.

ACRA uses the following indicators, if available, as a Tier 1 capital indicator (in order of priority):

e The amount of Tier 1 capital and risk-weighted assets calculated according to
Basel standards (I, Il, or lll, depending on the approach used by the rated entity
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and the practices adopted in the jurisdiction), if there is appropriate disclosure
in the audited financial statements;

e |If Tier 1 capital adequacy is not disclosed according to Basel standards, the
Agency uses the assessment of fixed capital and risk-weighted assets used to
calculate Tier 1 capital adequacy according to national regulations;

e If ACRA believes that there is a significant discrepancy between the
approaches of national regulation and the Basel standards, as well as if the
information disclosed is insufficient, ACRA can independently assess the
amount of risk-weighted assets and/or Tier 1 capital (both authorized capital
and retained earnings, net of mandatory adjustments: the amount of goodwiill,
intangible assets, and tax losses carried forward) according to available
reports and other documentation (priority is given to data under IFRS).

If no adjustments are made in the financial statements, the amount of fixed capital disclosed in
the financial statements is reduced by the amount of goodwill, intangible assets, and tax losses
carried forward. The share of capital that has historically been formed by revaluation of various
assets, including real estate, whose fair value, in ACRA’s opinion, is questionable, can also be
adjusted.

ACGR is calculated as the ratio of average profit before tax to the average volume of risk-
weighted assets. ACRA may apply a pre-tax profit adjustment based on the amount of irregular
income/expenses, gratuitous property received, and income from non-banking activities. In
addition, ACRA can reduce the amount of pre-tax profit by the amount of asset impairment,
which differs from the amount disclosed in the financial statements but, according to the
Agency, can be likely realized (especially during periods of economic stress).

The Agency uses a five-year period to calculate ACGR. According to ACRA, this covers a typical
business cycle, including the growth and decline phases of economic activity. However, the
Agency can adjust the period if there is a significant change in the business model, a change
in controlling owners, a sharp change in the structure of assets and liabilities, etc.

Tier 1 capital
RWA

Capital adequacy: Tier 1 capital adequacy = in combination with ACGR =

Average pre—tax profit
Average RWA

Table 9. Assessment of the main indicator of the capital adequacy factor

ACGR
From 4.00% 2.00% 1.50% 1.00% 0.50% 0.00% -1.00% -3.00% <-3%
From To >4% 4.00% 2.00% 1.50% 1.00% 0.50% 0.00% -1.00% -3.00%

Q 20.00% >20% 1 1 1 2 3 5 9 10 12
2 17.00% 20.00% 1 2 3 4 5 6 11 12 14
= 14.00% 17.00% 3 4 6 6 8 9 12 15 17
'—,: 11.00% 14.00% 6 7 9 9 11 13 15 17 18
= 8.00% 11.00% 9 10 11 12 13 15 17 17 19
S 4.50% 8.00% 12 13 14 15 16 17 18 18 19
g 4.00% 4.50% 16 17 17 17 17 18 19 19 19
= 3.50% 4.00% 16 17 18 18 18 19 19 19 19

<3.50% 3.50% 19 19 19 19 19 19 19 19 19

Source: ACRA
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When using risk-weighted assets calculated according to the national standard, certain
requirements for the state (such as the existence of correspondent accounts with the Central
Bank, etc.) are subject to accounting with zero or extremely low risk weight due to the specifics
of local regulation. In order to reflect this risk more accurately and comparably in a global
context, when calculating risk-weighted assets, the Rating Committee may use weighting
coefficients for this type of asset defined by Basel requirements and corresponding to the
asset’s credit rating (credit estimate).

After determining the initial estimate based on key capital adequacy indicators, ACRA may
apply the following additional adjustments to the capital adequacy factor assessment.

Financial leverage. The financial leverage indicator (leverage) it is also used by the Agency to
compare the capitalization of banks, since the approaches to assessing RWA may differ from
bank to bank and from jurisdiction to jurisdiction. For example, some banks use a standardized
approach to assessing credit risk, while others use an Internal Rating-Based Approach (IRB). To
account for this, ACRA compares leverage levels, since this capitalization indicator does not
depend on the risk weights assigned to assets and other approaches to determining RWA.

Financial leverage is calculated as the ratio of Tier 1 capital to the Bank’s total assets and off-
balance sheet liabilities. Off-balance sheet obligations in most cases include issued guarantees,
undrawn credit lines, and letters of credit.

When calculating the amount of off-balance sheet liabilities, irrevocable liabilities are included
in full (100%), while revocable liabilities are included in the amount of 5% of the amount
indicated in the financial statements.

Stress test results. Based on the expected dynamics of the rating entity’s indicators and the
economy as a whole, the results of ACRA’s base case and stress scenarios may signal a possible
deterioration in the capital level, which leads to a downward adjustment in the credit quality
assessment.

To conduct stress testing, the Agency builds a financial model of the Bank for 12—18 months
from the last annual reporting date. Financial model refers to the forecast values of certain
items in related financial reporting forms. In addition, as part of the forecast model, the Agency
reserves the right to reduce the amount of pre-tax profit by the amount of asset impairment,
which, in the Agency’s opinion, can be likely realized (especially during periods of economic
stress).

Based on assumptions about stress scenarios and the corresponding increase in problem debt,
the projected Tier 1 capital ratio is calculated to for comparison with the minimum capital
adequacy requirement of 6% according to the requirements of the Basel Committee. The key
indicator is the difference between the ratio of Tier 1 capital to risk-weighted assets in the stress
scenario and the minimum capital requirement in bps.

If Tier 1 capital is used, calculated according to the national standard requirement, this indicator
can be stress-tested and compared with the Basel Committee’s minimum capital adequacy
requirement of 6%. However, ACRA adjusts Tier 1 capital by the amount of goodwill, intangible
assets, and tax losses carried forward, unless otherwise stipulated by national standards.
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ACRA performs stress testing of capital adequacy indicators according to national standards,
comparing the level of capital adequacy in a stress scenario with the minimum requirements
of the national regulator while using assumptions equal to those in the stress testing of Tier 1
capital.

The final indicator is the capital adequacy ratio with the most critical level relative to the
minimum requirement.

Minimum regulatory requirements for capital adequacy. In addition to the basic Basel
capital requirements, the national regulator’s capital requirements may include different capital
adequacy standards and set different thresholds (including cyclical allowances determined by
the regulator in a particular jurisdiction).

For individual banks, the minimum requirements may also differ due to different allowances
(for example, allowances due to systemic importance). ACRA considers restrictions whose
violation may lead to the need to raise additional capital, which directly increases the risk of
Bank failure.

Access to capital. The inability to raise capital in the market without the need for extraordinary
support and/or a crisis may be a negative factor. A significant excess of the book value over
the market value of the Bank (if this information is available) over an extended period may also
be a sign of reduced interest on the part of investors. In relation to private banks, a key aspect
to this adjustment is the ability and willingness of the shareholder to carry out recapitalization.

Capital management policy. According to ACRA, an aggressive capital management policy
significantly reduces the Bank'’s reliability in the long term and may indicate the low interest of
owners in the long-term strategic development of the Bank. For example, a negative
adjustment may be based on an aggressive dividend policy or a rapid-growth strategy that
assumes a level of capital adequacy dangerously close to regulatory minimums.

Table 10. Analytical adjustments for the capital adequacy factor

. Maximum s
Adjustment ) Description
adjustment
-1 Financial leverage below 5%.
Financial leverage -2or Financial leverage below 3%.
downgrade in
SCA to “ccc”
1 The level of capital requirement in the stress scenario is more

than 500 bps higher than the minimum capital requirement.

The level of capital requirement in the stress scenario is less

Stress test results -1 . - . .
than 100 bps higher than the minimum capital requirement.
5 The level of capital requirement in the stress scenario is less
than 50 bps higher than the minimum capital requirement.
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Downgrade in | The level of capital requirement in the stress scenario violates

SCA to “ccc” the minimum capital requirement.
Minimum regulatory -2or The capital adequacy requirements set by the national
requirements for capital downgrade in regulator are close to being violated or, in ACRA’s opinion,
adequacy SCA to “ccc” may be violated in the near future.

The Bank does not have the ability to raise capital in the local
Access to capital -1 or international market; current majority shareholders not
willing or able to inject capital.

Aggressive capital management policies (for example,
observed or planned aggressive growth in RWA while
Capital management policy -1 meeting minimum reserve capital requirements, or policies
that involve meeting minimum reserve capital requirements
after dividends are paid).

Source: ACRA

Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

ACRA can limit the SCA at “ccc” if the stress test results violate the capital adequacy threshold
of 6% with a critically low level of financial leverage, as well as if there are actual or possible
violations of the minimum requirements of the national regulator for capital.

5.3.2. Risk profile

Credit risk is usually a major risk for the rated entity. ACRA uses indicators that characterize the
quality of assets in combination with the level of coverage of problem debt by reserves for
possible losses as the core indicators in the course of its analysis.

The share of problem debt in total assets (before reserves for possible losses are subtracted)
reflects the quality of the assets and possible amount of stress when risks occur. ACRA
considers the following assets as problem debt:

e Loans (including interbank loans) and securities reported as Stage 3 in IFRS financial
statements. If a bank does not report these indicators, ACRA may use other indicators
(including, but not limited to, impaired assets, certain categories of loans considered to
be problematic and disclosed in regulatory reports, and the Agency's estimate of loan
book impairment based on publicly available and private information);

e Other assets with a high risk of impairment.

ACRA may adjust the amount of problem assets based on analytical judgement of the quality
of the bank’s portfolio and/or individual borrowers, and can also make adjustments for the
corresponding volumes of written off/liquidated problem debt.

These adjustments make it possible to achieve a more accurate assessment of the dynamics of
problem debt and provide for a better comparison with banks, which, to a lesser extent, resort
to write-offs and cessions.
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If, in ACRA's opinion, lending to related parties is used to overstate the capital by investing
credit facilities provided to shareholders in the Bank’s capital, the balance sheet volume of the
Bank’s own funds may be adjusted by the amount of capital formed as described above. A
conclusion that there are signs of the parties’ connectedness is made based on ACRA's opinion
regarding the real economic and/or legal relationship between the Bank and the borrowers.

The level of coverage of problem assets by reserves for possible losses characterizes the
coverage of realized risks and the margin of safety to cover the risks of deteriorating credit
quality.

. . . Problem assets
Risk profile: Quality of assets = Fotal

assets + reserves
. . Reserves
combined with Reserves coverage =

Problem assets’

Table 11. Assessment of core indicators of the risk profile

Reserve coverage
| 300.00% 200.00% 130.00% | 80.00% 60.00% 50.00% 40.00% 30.00% 0.00%
| >300.00%  300.00% 200.00% | 130.00%  80.00% 60.00% 50.00% 40.00%  30.00%
0.00% | 0.20% |
0.20% 0.50% _ 050% |
0.50% _ 1.00% |
1.00% 2.50% }
\
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2.50% 5.00%
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Source: ACRA

ACRA may adjust the Risk Profile score taking into account the adjustments described below
that characterize a bank’s risk profile.

Share of non-core assets. A rated entity’'s substantial share of non-core assets (for example,
real estate or investments in share capital of non-financial companies) may bear additional risk
of asset impairment.

When considering the share of non-core assets, the Agency's expert assessment is taken into
account with regard to credit risk and other types of risks associated with investments in these
assets.

Dynamics of problem debt and history of losses from credit risk materialization. ACRA
analyzes the dynamics of problem debt along with the Agency's forecast of this indicator and
the level of coverage by reserves for possible losses. Substantial growth of problem debt may
indicate the possible continuation of negative dynamics in the future, the need to create
additional reserves for possible losses, or a deterioration in the credit portfolio and
underwriting standards.

A history of credit losses (reflected in the dynamics of the cost of risk indicator, which does not
change during write-offs and cessions), which significantly exceed the average indicators of
peers, may also be a sign of poor quality credit risk management and the basis for a negative
adjustment.
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Concentration of credit claims. A high concentration of credit claims on particular
counterparties, industries, and regions could lead to significant losses in the event that the
respective credit risks materialize. Relatively high risks may be characteristic of certain
industries, which in combination with excessive concentration in these industries may lead to
negative consequences during economic downturns due to their high sensitivity to credit
cycles.

If adjustments for a bank’s related-party lending are applied, the respective amounts are
excluded from the concentration by borrowers calculation.

ACRA considers groups of related entities for the purpose of calculating the level of
concentration. To estimate the level of a real economic and/or legal interconnection between
entities, ACRA analyzes a wide list of criteria, including but not limited to the following signs:

e Direct orindirect control of one party over another (or both parties are objects of control
of the same controlling parties);

e Existence of common affiliated parties;
e Parties are highly dependent on each other in terms of the production chain.

Collateralization of credit claims. In addition to the counterparties’ credit quality, the
presence of sufficient high quality collateral and/or guarantees from entities with high
creditworthiness (in ACRA's opinion) is an additional protection mechanism for a rated entity
in the event of credit risk materialization.

ACRA may consider high quality collateral as cash, guarantee deposits, cash on third party
accounts, debt securities of rated or affiliated entities, securities traded in organized securities
markets, real estate property, and vehicles and equipment. ACRA may ignore collaterals with
low guarantor or depositor credit quality, and doubtful or insufficient fair value and liquidity.

Depending on the construction project stage, ACRA may consider loan requirements
collateralized by receivables under co-investment agreements of future property owners as
acceptable collateral discounted by 50%.

Growth rate of credit claims. Rapid growth of a rated entity’s credit claims in comparison to
peers or the economy may be viewed as a sign of potential deterioration of asset quality (this
may be caused by aggressive lending and/or be the result of decreasing underwriting
standards).

Related-party lending. A significant level of claims to consumers or corporations related to a
rated entity negatively affects the Risk Profile since it may lower the level of independence of
the risk management function and lead to possible losses due to realization of credit risk.

Off-balance sheet credit risks. A significant amount of guarantees and irrevocable credit lines,
which in ACRA's opinion have high credit risks, could lead to a deterioration of asset quality
during economic downturns.

Market risk. Market risk (including, but not limited to the interest rate risk of the banking book)
arises from the revaluation of securities and derivatives, on- and off-balance FX revaluation,
and the potential decrease of net interest income due to a change of interest rates amid a
mismatch of the terms of asset and liabilities. When reviewing this adjustment, ACRA takes into
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account the market risk of trading book instruments and other claims and liabilities subject to
assessment at fair value (including instruments recorded at fair value through other
comprehensive income).

Table 12. Analytical adjustments of the risk profile factor

Adjustment

adjustment

Description

Share of non-core

Volume of non-core assets with an increased risk of impairment
amounts to more than 75% of Tier 1 capital.

-2
assets ACRA's expert opinion on the quality of non-core assets is taken
into account.
Growth of problem debt by 5% of the loan portfolio or more in a
single year.
Dynamics of problem OR
debt and history of 1
losses from credit risk | Problem debt grows at a much faster rate compared to peers.
materialization OR
History of credit losses exceeds credit losses of peers.
The single biggest counterparty (group of related parties)
exposure is more than 100% of Tier 1 capital.
-1 OR
The 10 largest counterparties exposure is more than 400% of Tier
Concentration of credit 1 capital.
claims . . .
The single biggest counterparty (group of related parties)
exposure is more than 200% of Tier 1 capital
-2 OR
The 10 largest counterparties exposure is more than 600% of Tier
1 capital.
Lending to high-risk (cyclical) sectors of the economy (for example
-1 construction and real estate, project and commodity financing)
o . .
Concentration by exceeds 100% of Tier 1 capital.
industry Lending to high-risk (cyclical) sectors of the economy (for example
-2 construction and real estate, project and commodity financing)
exceeds 150% of Tier 1 capital.
Collateralization of The share of unsecured loans (before reserves) in gross loans
L -1
credit claims (before reserves) exceeds 60%.

Growth rate of credit
claims

Annual growth of credit claims equals 20-25% or higher.
OR

Annual growth of credit claims significantly exceeds growth of the
peers’ portfolios.
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Related-party lending amounts to more than 100% of Tier 1

-1 .
capital.
5 Related-party lending amounts to more than 150% of Tier 1
capital.
Related-party lending 3 Related-party lending amounts to more than 200% of Tier 1
capital.
SCA limited to In ACRA s opinion, Igndlng tc? rela't'e('JI part|e§ is used to overstate
e the capital by investing credit facilities provided to shareholders
in the Bank's capital.
1 Undrawn liabilities with high credit risk in excess of 5% of Tier 1
capital.
Off-balance sheet P Undrawn liabilities with high credit risk in excess of 10% of Tier 1
credit risks capital.
3 Undrawn liabilities with high credit risk in excess of 15% of Tier 1
capital.
Portfolio of assets at fair value through profit or loss or through
other comprehensive income amounts to more than 15% of total
assets.
OR
The absolute amount of net profit or losses from securities
trading, derivatives and currency revaluation over the past five
-1 years accounts for more than 15% of Tier 1 capital.
OR
Market risk based on the capital adequacy calculation exceeds
100% of Tier 1 capital.
OR
The value of the open FX position exceeds 15% of Tier 1 capital.
Market risk
Portfolio of assets at fair value through profit or loss or through
other comprehensive income amounts to more than 25% of total
assets.
OR
The absolute amount of net profit or losses from securities
trading, derivatives and currency revaluation over the past five
-2 years accounts for more than 25% of Tier 1 capital.

OR

Market risk based on the capital adequacy calculation exceeds
175% of Tier 1 capital.

OR

The value of the open FX position exceeds 25% of Tier 1 capital.

Source: ACRA
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Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

If in ACRA’s opinion, lending to related parties is used to overstate the capital by investing
credit facilities provided to shareholders in the Bank's capital, the SCA of the rated entity may
be limited to “ccc”.

The Agency may recognize the size of assets as insignificant if the share of the loan portfolio,
interbank loans and securities portfolio (excluding reserves and impairment) in the bank’s total
assets amounts to less than 20%, then the abovementioned size of assets may be recognized
by the Agency as insignificant. This, in turn, leads to a different approach in assessing the factor.
In this case, in order to assess the risk profile, an expert assessment of the credit risk of other
assets is carried out and the specified analytical adjustments are applied.

5.3.3. Funding and liquidity

In addition to capital, which is a form of permanent funding, client funds are also a primary
source of funding for banks that is stable and reliable, in particular retail deposits provided by
individuals and small and medium-sized enterprises (SMEs). The stability of retail liabilities is
secured mainly by their granularity (provided by many relatively small deposits) and the
availability of depositor insurance mechanisms for retail deposits. Although this mechanism
does not fully exclude the possibility of large-scale outflows of retail deposits, historically it has
served as an effective deterrent of bank runs in countries where deposit insurance funds are
sufficiently funded and cover most retail deposit balances in banks.

Conversely, market-based funds tend to be subject to higher volatility in relation to changes in
a bank’s credit profile or market conditions. In particular, short-term market borrowings are
subject to higher refinancing risks, especially in periods of distress in capital markets.

ACRA views the following as unstable funds:

e Debt to financial institutions (including short-term borrowings from the
Central Bank);

e Senior bonds and notes with maturities of up to one year;
e Funding from related parties that ACRA considers to be unreliable;
e Derivatives and other financial liabilities at fair value;

e Other short-term borrowings, which are not sustainable sources of funding,
according to the Agency.

Besides stable funds, a bank needs sufficient cash and other liquid assets to conduct its
operations, including servicing its obligations on an ongoing basis. During economic distress,
a sufficient amount of liquid assets can help banks mitigate a reduction in net cash inflow, since
liquid assets can be transferred into cash or collateralized to raise additional funds. Banks must
remain sufficiently liquid at all times to avoid cash shortages without requiring external support
or bail-outs.

The following asset categories are regarded as liquid:
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e Cash and cash equivalents (accounts with the central bank);

e Loans due from other financial institutions of sufficient credit quality with less
than three months to maturity or the option to withdraw money earlier;

e Securities held for trading, and also securities at fair value with revaluation
through profit and loss and at fair value with revaluation through other
comprehensive income;

e Held-to-maturity securities, net of deferred income, if it is possible to raise
funds at a minimum discount from the national central bank, in the interbank
market or through an organized platform (central counterparty) by pledging
these securities as collateral;

e Customer loans and other assets that are eligible to pledge as collateral for
raising funds from the national central bank, in the interbank market or
through an organized platform (central counterparty).

Encumbered assets are not included in the calculation of liquid assets.

A structural funding imbalance and lack of liquidity may lead to limited access to funding
sources for a bank, a default on its liabilities, and the bank’s failure. Additionally, Basel Ill and,
as a rule, national regulation, also require compliance with funding and liquidity standards.

Since a bank with weak capital levels but abundant liquidity is unlikely to maintain a strong
liquidity position in the long-run as its solvency challenges will undermine customer and
counterparty confidence and ultimately lead to the depletion of its liquid assets, the assigned
liquidity score is restricted by the capital score plus three notches.

Therefore, the core indicators for assessing the Funding and Liquidity factor are the ratio of
market funding to total assets in conjunction with the share of liquid assets.

Funding and liquidity:

Amount of unstable funds

Dependence on unstable funds =
Total assets

. . . Amount of liquid assets
combined with share of liquid assets = 1

Total assets

Table 13. Assessment of key indicators of the funding and liquidity factor

Share of liquid assets

From 70.00% ‘ 50.00% ‘ 40.00% 30.00% 20.00% 10.00% 5.00% 2.50% 0.00%
From To 100.0% ‘ 70.00% ‘ 50.00% 40.00% 30.00% 20.00% 10.00% 5.00% 2.50%
0.00% 2.00%
2.00% 5.00%
5.00% 10.00%
10.00% 20.00%
20.00% 35.00%
35.00% 50.00%
50.00% 65.00%
65.00% 80.00%
80.00% 100.00%
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Source: ACRA
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ACRA may use the following additional adjustments to the abovementioned “anchor”
indicators.

Concentration of liabilities. If funding is concentrated on one or several clients (including
related ones), the Bank is subject to the elevated risk of the funds being withdrawn, leaving it
with a liquidity shortage.

If the adjustment described below is applied, which reflects dependence on funds raised from
related parties, the amount of liabilities due to related parties is excluded from the
concentration calculation.

Foreign currency funding. Holding a significant proportion of liabilities denominated in
foreign currencies carries refinancing risks in the event of stress in foreign exchange markets.

Additional risks are posed by foreign currency funding from foreign investors (in the form of
unsecured bonds). Foreign currency funding may also increase the cost of funding in the event
of market stress events.

If a significant share of a rated entity’s operations is conducted outside its jurisdiction (for
banking groups, for example), the amount of funding in a specific currency is compared with
the amount of assets held by the rated entity in the respective country.

Dependence on funds from related parties. Significant levels of funds from related parties
may entail heightened funding risk due to the possible asymmetry of information in relation to
other market participants. In addition, when reviewing this factor ACRA takes into account the
relationship between the bank and the related parties. High reputational and financial risks
stemming from the withdrawal of funds by related parties, as well as the economic sense of
placing the funds, may conversely serve as a factor ensuring the stability of the rated entity’s
liabilities. If, in ACRA’s opinion, the probability of sudden withdrawal of funds is low
(characterized by a high level of predictability), the Agency does not apply a negative
adjustment.

Dependence on regulatory funding. An excessive share of funding provided by governments
or national central banks (for example, repo transactions with central banks) may indicate
restricted ability on the part of the Rated Entity to raise funds from customers to support its
existing asset structure. A substantial share of national central bank funding also increases the
risk of regulatory involvement and insolvency.

Funding from national central banks is typically provided with a pre-defined maturity, so it also
carries certain refinancing risks in the case of stress events.

Long-term funding indicator. ACRA uses the long-term funding indicator to assess whether
the funding profile matches the asset structure.

The indicator is calculated as the ratio of assets that require long-term funding (loans provided
to customers, real estate investments, etc.) to long-term funding sources (capital, customer
funds adjusted for the unstable, in ACRA's opinion, share of customer funds attracted for a
period of more than a year). ACRA’s Rating Committee makes an analytical judgment taking
into account the above.

Methodology for Assigning Credit Ratings to Banks and Banking Groups under the

July 31,2024 International Scale

Page | 29



Attracting retail deposits at above-market rates. Banks can attract retail liabilities by offering
interest rates that are considerably higher than market rates, given the fact that the deposit
insurance mechanism reduces the risk to depositors. This may be a signal of funding issues at
a bank as well as demonstrate its willingness to pay higher prices to raise funds. However,
offering higher rates is not always an indicator of funding stress. For example, a bank extending
high-margin loans can offer higher interest rates than its peers to secure a broader customer
base to fund its growth.

Stability of customer funds. Withdrawal of customer funds (savings, current accounts and
deposits of consumers and non-financial companies) may indicate increased refinancing risks
and result in reduced liquidity.

Credit lines from reliable counterparties. The availability of stable, in ACRA's opinion,
irrevocable credit lines from counterparties of adequate credit quality means additional
capability for the rated entity to raise funds to cover a liquidity deficit.

Liquidity ratio. ACRA applies a liquidity ratio that characterizes the ratio of liquid assets and
cash receipts from borrowers of adequate credit quality to short-term liabilities and possible,
according to ACRA, outflows of client funds over a 90-day horizon.

When performing the liquidity analysis, ACRA uses the most readily available financial data
about the rated entity, including balance sheets and liquidity gaps for up to 12 months. In
exceptional cases, ACRA's Rating Committee may decide to assess the liquidity ratio using
expertise based on the reporting of the rated entity that is available for analysis as well as other
information available to the Agency.

ACRA uses the criteria specified in Table 14 for the abovementioned analytical adjustments.

Table 14. Analytical adjustments of the funding and liquidity factor

. Maximum . ..
Adjustment . Description
adjustment
Liabilities to the largest client exceeds 10% of total assets.
-1 OR
. Liabilities to the ten largest clients exceeds 35% of total assets.
Concentration of
liabilities Liabilities to the largest client exceeds 20% of total assets.
-2 OR
Liabilities to the ten largest clients exceeds 60% of total assets.
1 Foreign currency liabilities amount to more than 30% of total
assets.
Foreign currency funding Foreign currency liabilities amount to considerably more than
) 30% of total assets.
AND
July 31,2024 Methodology for Assigning Credit Ratings to Banks and Banking Groups under the Page | 30

International Scale



More than half of foreign currency liabilities are due to foreign
investors.

Dependence on funds More than 15% of total assets are from related parties.
from related parties

Government and regulatory funds amount to more than 15%

of total assets.
Dependence on

regulatory funding

Government and regulatory funds amount to more than 25%

-2
of total assets.
i L . o
Long-term funding +1 Long-term funding indicator is more than 150%.
indicator -1 Long-term funding indicator is less than 100%.

Retail deposit rates are significantly higher than rates at peers
-2 for equivalent products®, the respective size of rates is related
to funding issues.

Attracting retail deposits
at above-market rates

Stability of  customer 1 Volatile funding base, which is subject to outflow risks and
funds significantly worsens the Bank’s liquidity indicators.
Credit lines from reliable 1 Size of reliable credit lines from counterparties with high
counterparties creditworthiness equals more than 10% of total liabilities.

1 Liquidity ratio exceeds 175% and ACRA does not expect this

indicator to decline within the next 12 to 18 months.

Liquidity ratio
-1, or SCA Liquidity ratio is critically close to or amounts to less than 100%.
limited to "ccc”

Source: ACRA

Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

If the liquidity ratio is critically close to or less than 100%, ACRA reserves the right to limit the
SCA to “ccc”.

The prospect of maintaining a strong position in the long term is questionable for a bank with
low capital adequacy but excess liquidity, as a low level of capital adequacy adversely affects
the confidence of customers and counterparties, leading to a depletion of liquid assets.
Therefore, the assessment that ACRA gives to the Funding and Liquidity factor is limited by the
capital assessment increased by three notches.

8 A decision on a particular deviation is made by ACRA's Rating Committee depending on the rate environment in the particular
country.
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5.4. Qualitative SCA adjustments

In the final part of determining the SCA, a number of qualitative factors are taken into
consideration to adjust the SCA score upward or downward. The criteria for SCA adjustments
are listed in Table 15.

Organizational structure and corporate governance. A bank’s organizational structure can
affect the quality of its management and implementation of its management decisions. A
simple and clear organizational structure increases efficiency both in every-day operations and
when setting strategic goals. A complex and opaque structure, on the other hand, increases the
risks of errors both when drafting strategy and carrying out strategic tasks.

When assessing the quality of the organizational structure and corporate governance, the
Agency reviews the experience of members of the executive board and the board of directors,
the distribution of roles within the team, and the process of making key decisions.
Consequently, a team of managers that has experience to match their positions and effectively
organized operations will result in a bank receiving a positive score for this factor.

However, it is noteworthy that a bank’s dependence on the decisions made by its key managers
may have a negative impact on its credit rating.

The analysis considers the following aspects:

e Organizational structure: transparency, complexity of the organizational
structure matches the scope of activities;

e Management competence, composition, and long-term experience: relevance of
expertise and work experience, distribution of roles within the team, key
personnel risk, management team stability;

e Corporate governance standards: risk management policy, independency and
engagement in the management and strategic decision-making process and
approaches to marketing and pricing.

Ownership structure and business reputation. The structure of ownership criteria is used to
assess the extent to which risks associated with a bank’s shareholders (owners) can affect its
creditworthiness. A negative business reputation of the owners and management may increase
regulatory risk as well as lead to losing some clients, decline in profitability, short-term mass
bank runs, and limited access to funding.

The main indicators used to assess the ownership structure are as follows:

e Business reputations of owners and management: factors indicating a negative
business reputation;

e Relationship between owners: presence/absence of conflicts between owners;

e Degree of relatedness between the Bank's transactions and its owners’
businesses: fairness, regulatory oversight of transactions with owners, volume
of risks related to owners;

e Transparency of ownership structure: level of disclosure and clarity of ultimate
beneficiaries.
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Risk management. The assessment of risk management is predominantly qualitative and
based on the Agency's review of a bank'’s internal risk management documentation and the
information received in the course of interaction between ACRA's rating analysts and the rated
entity’'s management.

The analysis considers the following aspects:

Organization of the risk management system: effectiveness and independence
of the risk management function, proper delegation of responsibilities,
transparency and intelligibility of decision-making and control systems;

Regulatory compliance: historical and proactive compliance with regulations,
following upcoming regulatory requirements, implementation of advanced
approaches to risk assessment;

Quality of underwriting: appropriate credit risk assessment and its inclusion in
the decision-making processes, quality of lending and credit committee
regulations, completeness and conformity of the structure of limits with
executed transactions;

Risk identification: presence and effectiveness of internal regulations for
deploying new products, decision-making powers, degree of integration of
risk minimization and optimization approaches in internal management
practices;

Competence of employees: expertise of key employees, necessary resources
for deploying effective risk control procedures and instruments and
monitoring their implementation;

Automation and flexibility of technical solutions: degree of process
automation, flexibility of software and existence of resources necessary for
automation.

Regulatory risk. Proper compliance procedures ensure that a rated entity does not receive
penalties and the absence of other regulatory interference. Publicity surrounding compliance
risk events may negatively affect a bank’s reputation.

The analysis considers the following aspects:

July 31,2024

Presence and effectiveness of compliance procedures: KYC (know your client),
AML (anti-money laundering), counteracting the financing of terrorism,
counteracting market manipulation, working with confidential information;
these and other compliance risks may lead to significant penalties from the
regulator;

Competence of employees: expertise and resources of the compliance service,
employees are properly informed;

Control mechanism effectiveness: adequate second and third lines of defense
are in place, successful track record of responding to compliance events.
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Other operational risks (including fraud). The occurrence of other operational risks (fraud,
legal risks, etc.) may lead to significant damage to a rated entity. For this adjustment, ACRA
analyzes the existence and effectiveness of mechanisms for identifying and controlling
operational risks and their effectiveness. The absence of effective controls to prevent
operational risks (fraud in lending, capital markets, and other activities) may lead to a major
fraud risk, which can negatively affect a bank'’s profitability and reputation. The materialization
of other operational risks (from legal risks to natural disasters) can also lead to significant
damage for a rated entity.

The analysis considers the following aspects:

e Existence of control mechanisms: the presence of documents describing
control procedures and personnel responsible for the second and third lines
of protection;

e Control mechanism effectiveness: quality of control mechanisms, successful
track record of responding to operational risk events.

ACRA uses the qualitative characteristics specified in Table 15 for making adjustments to the
SCA.
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Table 15. Qualitative characteristics of the SCA adjustment

. Number of e L. . .
Adjustment Qualitative characteristic
notches
A clear and transparent organizational structure, which matches the Rated
Entity’s operational scale and the risks it accepts.
Stable team of managers and board of directors, whose experience is
relevant to their current positions and who have efficiently organized the
+1 Bank’s operations.
Reasonably conservative policy in terms of risk appetite.
Proper management of ESG risks.
Organizational Clear delegation of responsibilities and authority in terms of decision-
structure and making.
corporate
governance Complex and non-transparent organizational structure.
Dependence on decisions made by key managers.
Aggressive ROE-maximizing policy.
-1 . . .
Aggressive marketing and pricing.
Presence of ESG-related risks or absence of ESG-related risk
management.
Frequent rotation of senior management.
Conflict between owners, which negatively affects the Bank's
development and creditworthiness.
-1 - . .
Significant amount of loans to owners and their related parties or
liabilities to them (typically more than 100% of equity), or significant share
of income to related parties in total income (typically more than 30%).
-2 or SCA No information on final beneficiaries.
limited to “ccc” | Encumbrance of (part of) shares of the Bank that may lead to a forced
ownership structure change.
Ownership . . . , S
structure and Direct or indirect involvement of the Bank’s owners (beneficiaries) and/or
business management in criminal groups, criminal activities, corruption scandals,
. theft, embezzlement, money laundering, pending lawsuits or court rulings
reputation . . L . .
with regards to prior bankruptcies, including fraudulent and deliberate
bankruptcies of companies related to the Bank's beneficiaries and/or
managers, and/or being held jointly liable.
SCA limited to J / J J Y
neec” OR
In ACRA’s opinion, lending to related parties is used to overstate capital
by investing credit facilities provided to shareholders in the Bank's capital.
OR
Acute conflict between owners, which has a significantly negative impact
on the Bank’'s business reputation.
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Existence of comprehensive (covering the whole range of significant risks
and corresponding to the scale of activity) independent risk management
based on the best global practices with significant stake in decision-
making.

Rational decision-making criteria with transparent delegation of

+1 responsibilities.
Transparent risk appetite, which is properly distributed across business
areas and is taken into account in the Bank’s limit system (with
corresponding control mechanisms).
Risk management Risk management personnel have relevant experience, competence, and
resources.
Risk management function is underdeveloped and does not cover all of
the Bank's activities. Lack of decision-making authorities for risk
management personnel.
-2 Risk management system regulation is fragmented and is not always
enforced.
The composition of the risk management team and its relevant expertise
are minimal.
Absence of procedures and internal controls.
-1 Personnel are badly informed about compliance procedures and
regulation; the compliance function has insufficient resources.
Regulatory risk L .
9 y Significant fines charged over the past three years.
SCA limited to High probability of possible regulatory sanctions, which may result in a
cec significant decline in the Bank’s standalone creditworthiness.
-1 Absence of procedures and internal controls.
(.)ther.opera.tional Significant operational risk events observed over the past three years due
risks (including ) to the failure to identify these risks or a lack of control mechanisms.

fraud)

High probability of legal claims, which may result in a significant reduction
in the Bank's standalone creditworthiness.

Source: ACRA

Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

If factors are identified which have a significant negative impact on the Rated Entity’s business
reputation, ACRA limits its SCA to “ccc”.

If there is no information on final beneficiaries or risks of a forced ownership structure change
at the rated entity, ACRA may limit its SCA to “ccc”.

If the rated entity has breached mandatory requirements set by a national regulator (which can
lead to its banking license being revoked), or the Agency considers the probability of this
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violation to be high in the near future, ACRA’'s Rating Committee may decide to downgrade
the SCA by more than one notch, including limiting it to “ccc”.

Operational transformation. If this adjustment is applied as part of individual adjustments,
ACRA evaluates the dynamics of changes occurring in the bank (merger or takeover by another
credit organization, change of shareholder, implementation of measures to improve the
financial stability of the bank, etc.).

If, in the Agency's opinion, such transformations will lead to a considerable change in the Bank's
standalone creditworthiness within a limited period (usually less than 12 months), then an
adjustment may be applied to its SCA.

Table 16. Adjustment for operational transformation

Number
Adjustment of Qualitative characteristic

notches

The Bank is in the process of an operational transformation (merger,
+1 acquisition of another credit organization, shareholder change,
implementation of measures to increase the Bank’s financial stability, etc.),

Operational which will entail a significant increase in its standalone creditworthiness.

transformation

The Bank is in the process of an operational transformation (merger,
acquisition of another credit organization, shareholder change, etc.), which
will entail a significant decrease in its standalone creditworthiness.

Source: ACRA

Note: the application of these analytical adjustments is not automatic and always depends on the decision of the
Rating Committee. The above ranges represent the maximum possible adjustment, and the Rating Committee may
decide to adjust within the specified range.

ACRA acknowledges that on rare occasions, some factors not accounted for in any rating (or
SCA) components may occur. In those cases, the SCA shall be adjusted one notch upward or
downward at the most, subject to the corresponding decision by the Rating Committee.

6. Restrictions on SCA and other aspects

As a result of the analysis of quantitative and qualitative factors, ACRA determines the Bank's
indicative SCA. In most cases, the Agency believes that the indicative SCA will match the
assigned one. However, ACRA reserves the right to restrict the SCA in the cases described
below.

6.1. Limiting the SCA

The Bank’s SCA may be limited by the long-term sovereign credit rating (credit estimate in the
absence of a sovereign credit rating) of the country of registration if the share of the Bank’s
operating income (total assets) in the country of registration exceeds 50%.

If more than 50% of the Bank's operating income (total assets) is accounted for by jurisdictions
whose long-term sovereign credit ratings (credit estimates) are higher than the jurisdiction of
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registration of this rated entity, the Bank’s SCA may exceed the long-term sovereign credit rating
(credit estimate) in the national currency of the home jurisdiction by no more than two notches.

ACRA reserves the right to limit the SCA of banks with weak levels of solvency due to
deterioration of asset quality, reduction of capital, or lack of liquidity. ACRA uses the Texas
coefficient as an indicator of the Bank's solvency:
NPL
Tier 1 capital + LLP

Texas coefficient =

ACRA can lower the SCA of the Bank by no more than one notch if the Texas coefficient is
critically close to or exceeds 100%.

6.2. Risk of an adverse event

In the course of the rating analysis, ACRA takes into account the possibility of an adverse event
that could lead to a sharp decrease in SCA. Examples of such events are:

o Expected difficulties in debt refinancing;

e Forced capital restructuring program;

e Expected regulatory changes;

e Closing of markets for reasons beyond the control of the rated entity;
e Regional or global crisis due to conflicts between countries;

e Sudden changes in financial policy, such as the Bank paying extraordinary dividends or
buying back large amounts of its own shares;

e Natural disasters, epidemics, and pandemics.

This list is not exhaustive. ACRA analyzes each event from the point of view of impact on the
rated entity's SCA on an individual basis, since the impact of these events on the operating
activities and financial performance of different rated entities may differ significantly.

Generally, the risks of an adverse event have an exclusively downward effect on the indicative
rating, and the Agency takes into account neutralizing factors that can mitigate the negative
effect. ACAR'’s experts determine the number of notches for the risk of an adverse event.

6.3. Comparison to similar banks

When conducting a comparative analysis of a Bank with similar banks, ACRA has the right to
use data provided by other banks in the course of the rating assessment, as well as public data
for banks that have not been assigned ACRA ratings.

ACRA uses a quantitative and qualitative analysis to compare banks. The Agency uses both
data on the current and historical financial performances of the rated entity and its own
forecasts (if available). Since most of the Bank's quantitative and qualitative indicators are
evaluated independently of those of other rated entities, the comparative analysis is mainly
aimed at ensuring the comparability of ratings and consistency in the application of the
Methodology.
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ACRA generally conducts comparative analyses of rated entities that have similar business
models, size, and capital, and operate under similar economic conditions. When comparing
some rated entities with others, a number of indicators may not affect the creditworthiness
assessment, while some may influence the SCA decision.

As a result of the comparative analysis, the assigned SCA can be adjusted, but not by more
than one notch. If the rated entity has a competitive advantage, this may have a positive impact
on its SCA, while identified shortcomings may lead to a downgrade. Both positive and negative
adjustments are made independently of the assessment of other factors.

7.Accounting for external extraordinary support

After calculating the SCA, ACRA considers the possibility of extraordinary support from affiliates
and the state, and then assigns a credit rating. The credit rating is assigned based on support
according to the Methodology for Assigning Credit Ratings with External Support. ACRA also
takes into account that a specific feature of banking organizations is the relatively serious
damage that their bankruptcy can cause to the economy of the jurisdiction of presence. In this
regard, even banks that, according to the methodology, cannot be classified as associated with
the state, can count on receiving extraordinary support from local authorities.

An example of such organizations, as a rule, are institutions that are classified as systemically
important by national regulation. ACRA takes into account the possibility of a bank receiving
support due to its systemic importance by adding a certain number of notches to the SCA. As
a rule, credit organizations classified as systemically important, as well as those that are not
formally classified as such, but correspond to them on certain grounds, can receive one notch
for support. Credit organizations that are not only systemically important in terms of formal
criteria, but also occupy positions in the industry that make their continuous operation critical,
can receive up to two notches for support.

The limitation on maximum possible extraordinary support is determined by the fact that
systemically important banks can usually count on receiving regular support in the form of wide
access to the regulator's liquidity. The insufficiency of this support, as well as a bank’s high
capital requirements, may lead to the fact that the state is more likely to prefer not to use all
available support mechanisms, but instead nationalize the bank or allow it to go bankrupt.

8. Assigning credit ratings to financial debt instruments

Credit ratings of the financial debt instruments of banks and banking groups include an
assessment of the rated entity’s probability of default, as well as an assessment of the potential
level of recovery received by the owners of these instruments in the event of a default. Credit
ratings are assigned to financial debt instruments according to ACRA’s other methodologies.

9. Credit rating outlook

The credit rating outlook of the rated entity reflects ACRA's opinion on possible changes in the
credit rating within a certain time interval (12-18 months).
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Changes in the credit rating outlook are usually related to ACRA's internal forecasts on possible
changes in quantitative and qualitative factors, as well as the main internal and external risk
factors affecting the SCA. However, the credit rating outlook also depends on the Agency's
expected changes in the relationship of the rated entity with the state or the supporting company
(if there are such relationships). The credit rating outlook also takes into account trends in the
operating environment and economy.

An outlook or a change in the credit rating outlook does not necessarily mean a change in the
credit rating.

10. Final provisions

The credit ratings assigned by ACRA to banks and banking groups on the international scale
represent the Agency's forward-looking opinion on the creditworthiness of issuers, where the
rating assessment is based on publicly available information. However, these ratings may include
both classified information that the Agency is prohibited from disclosing according to
confidentiality agreements with the rated entity or its agents, as well as industry and
macroeconomic trends and events, actual and expected.

The credit ratings assigned by ACRA are not determined mechanically, but by members of the
Rating Committees with voting rights.
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Appendix 1. Main indicators applied in the analysis

Coefficient

Description

Operational income

[Net fees income] + [Net commission
income] + [Other net operating income]

Net fees and commission income

[Opening and administering bank
accounts] + [Settlement and cash services]
+ [operations with currency assets] +
[funds transactions] + [documentary
transactions] + [broker and similar services]
+ [fiduciary management services] +
[consulting and information services] +
[commission income from other
operations]

Net interest income

[Interest income] — [Interest expenses]

Average capital generation ratio (ACGR)

[Average EBIT] / [Average RWA]

EBIT may be adjusted by the value of
irregular income/spending (for example,
revaluation of liabilities at rates lower than
the market, etc.), by the value of donated
assets (if this is reflected in the financial
statement), income from non-banking
activities, as well as asset impairments,
which differs from those disclosed in
financial statements, but may occur with
high probability.

Tier 1 capital adequacy ratio (Tier 1 CAR)

[Tier 1 capital] / [RWA]

Leverage

[Tier 1 capital] / ([Total assets + (off-
balance sheet liabilities)

[Off-balance sheet liabilities] = letters of
credit + [unused credit lines] +
[guarantees]

Total assets (before deduction of reserves
for possible losses)

[Total assets] + [reserves for possible
losses]

Unstable funds

[Debt to financial institutions] +
[subordinated instruments] + [related
parties funding] + [derivatives and other
financial liabilities at fair value] + [other
short-term debt]

Debt to financial institutions includes debt
to the central bank.

Related parties funding is applied if it is
considered by ACRA to be unstable

Liquid assets

[Cash and cash equivalent elements] +
[claims to financial institutions with
maturity/withdrawal of up to 3 months] +
[securities] + [held-to-maturity securities,
net of deferred income] + [loans to clients
meeting security requirements] —
[encumbered assets]

Claims to financial institutions are applied
to financial institutions of a certain credit
quality.

Securities held for trading, as well as
securities at fair value with revaluation
through profit and loss and at fair value
with revaluation through other
comprehensive income.

Held-to-maturity securities are included if it
is possible to raise funds at a minimum
discount from the national central bank or
through an organized platform (central
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counterparty) by pledging these securities
as collateral;

Customer loans and other assets that are
eligible to pledge as collateral for raising
funds from the national central bank are
included.

Texas ratio [Problem debt] / ([Tier 1 capital] + [reserves
for possible losses])

Source: ACRA

This list is not exhaustive. The table above provides information about the key coefficients used
by ACRA in its rating analysis.
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Appendix 2. Breakdown of assessment ranges

Table 1. Detailed assessment of the main indicator of the business profile factor

Share of retail 20.00% 15.00% 10.00% | 5.00% | 4.00% | 3.00% | 2.00% 0.22% 0.20% 0.17% 0.16%

deposits in total
A q 100.00% 20.00%  15.00% | 10.00% | 5.00% 0.83% 0.25% 0.22% 0.20% 0.17% 0.16% 0.15%
retail deposits S U0 | .0V

Source: ACRA

Table 2. Detailed assessment of the main indicators of the capital adequacy factor

ACGR

From 4.00% @ 3.33% | 2.67% ‘ 2.00% 1.83% 117% 1.00% 0.83% 0.67% 0.50% 0.33% 0.17% 0.00% -1.00% 0% <-3%

From To >4% 4.00% | 3.33% ‘ 2.67% 2.00% .00% -3.00%

20.00% >20% 1 1 1 1 1 1 1 2 2 2 2 3 3 4 5 7 9 10 12
19,00% 20,00% 1 1 1 2 2 2 2 3 3 3 3 4 4 5 6 7 10 11 13
18,00% 19,00% 1 1 2 3 3 3 3 4 4 4 4 5 5 6 6 8 11 12 14
17,00% 18,00% 1 2 3 3 4 4 4 5 5 5 5 6 6 7 7 9 12 13 15
16,00% 17,00% 2 3 4 4 5 5 5 5 5 6 6 7 7 8 8 10 12 14 16
s.z' 15,00% 16,00% 3 4 4 5 5 6 6 6 6 6 7 8 8 9 9 11 12 15 17
= 14,00% 15,00% 4 5 5 6 6 7 7 7 7 7 8 9 9 10 10 12 13 16 18
- 13,00% 14,00% 5 6 6 7 7 8 8 8 8 8 9 10 10 11 11 13 14 17 18
; 12,00% 13,00% 6 7 7 8 8 9 9 9 9 9 10 11 11 12 13 14 15 17 18
'E_ 11,00% 12,00% 7 8 8 9 9 10 10 10 10 10 11 12 12 13 13 15 16 17 18
] 10,00% 11,00% 8 9 9 9 10 10 11 11 11 11 12 12 13 13 14 16 16 17 19
:6 9,00% 10,00% 9 10 10 10 11 11 11 12 12 12 13 13 13 14 15 16 17 17 19
= 8,00% 9,00% 10 11 11 11 12 12 12 13 13 13 14 14 14 15 16 17 17 18 19
7.00% 8,00% 11 12 12 12 13 13 13 14 14 14 15 15 15 16 16 17 18 18 19
6,00% 7.00% 12 13 13 13 14 14 14 15 15 15 16 16 16 17 17 18 18 18 19
4,50% 6,00% 14 15 15 16 16 16 16 16 16 16 16 17 17 17 17 18 18 18 19
4,00% 4,50% 16 16 17 17 17 17 17 17 17 17 17 17 17 18 18 19 19 19 19
3,50% 4,00% 16 17 17 18 18 18 18 18 18 18 18 18 18 18 19 19 19 19 19
<3,50% 3,50% 19 19 19 19 19 19 19 19 19 19 19 19 19 19 19 19 19 19 19

Source: ACRA
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Table 3. Detailed assessment of the main indicators of the risk profile factor

Reserve coverage
From 300.00% 266.7% 233.3% 200.0% 176.7% \ 153.3% 130.0% 113.3% 96.7% 80.0% 73.3% 50.0% 40.0% 30.0% 0.0%

To >300% 300.0% 266.7% 233.3% 200.0% ‘ 176.7% 153.3% 130.0% 113.3%

0.20% 1 1 1 1 1 1 1 2 2 2 2 2 2 2 2 3 3 3 3

0.30% 2 2 2 2 2 2 2 2 3 3 3 3 3 3 3 3 4 4 4

0.40% 2 2 2 2 2 2 2 3 3 3 3 3 3 4 4 4 4 5 5

0.50% 3 3 3 3 3 3 3 4 4 4 4 4 4 5 5 5 5 6 6

0.67% 3 3 3 4 4 4 4 5 5 5 5 5 5 6 6 6 7 8 8

2 0.83% 4 4 4 4 5 5 5 6 6 6 6 6 6 7 7 8 8 9 9
) 1.00% 4 5 5 5 5 6 6 6 7 7 7 7 7 8 8 8 9 10 10
5 .50% 5 5 5 6 6 6 7 7 7 8 8 8 8 9 9 9 9 10 11
% 2.00% 5 6 6 6 7 7 7 8 8 8 9 9 9 10 10 10 10 11 12
s 2.50% 6 6 7 7 7 8 8 8 9 9 9 10 10 10 11 11 11 12 13
E 3.33% 6 7 7 8 8 8 9 9 9 10 10 10 11 11 11 12 12 13 13
& 4.17% 7 8 8 8 9 9 9 10 10 10 11 11 11 12 12 13 13 14 14
& 5.00% 8 8 9 9 9 10 10 10 1 1 1 12 12 12 13 13 14 15 15
6.33% 8 9 9 10 10 10 11 1 1 12 12 12 13 13 13 14 14 15 16

7.67% 9 10 10 10 11 11 11 12 12 12 13 13 13 14 14 15 15 16 17

9.00% 11 11 12 12 12 13 13 13 14 14 14 15 15 15 15 16 16 17 18

15.00% 12 13 13 13 14 14 14 15 15 15 16 16 16 16 16 17 17 18 19

25.00% 14 15 15 16 16 17 17 18 18 18 18 18 18 18 18 19 19 19 19

100.00% 15 16 16 17 17 18 18 19 19 19 19 19 19 19 19 19 19 19 19

Source: ACRA
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Table 4. Detailed assessment of the main indicators of the funding and liquidity factor

Share of liquid assets
From 70.0% 63.3% 46.7% 30.0% 26.7% 23.3% 20.0% 16.7% 13.3% 10.0% 5.0% 2.5% (X0
From To 100.0%

0.00% 2.00% 1 2 2 2 3 3 4 4 5 6 6 7 8 9 11 14
o 2.00% EX ) 1 1 2 2 2 3 3 4 4 5 5 6 6 7 8 9 10 12 14
;§ 3.00% 4.00% 1 2 2 2 3 3 4 4 5 5 6 6 7 7 8 10 11 13 14
= 4.00% 5.00% 1 2 2 3 3 4 4 5 5 6 6 6 7 8 8 10 11 13 14
:o 5.00% 6.67% 2 2 3 3 4 4 5 5 6 6 6 7 7 8 9 10 12 14 15
b 6.67% 8.33% 2 3 3 4 4 5 5 6 6 6 7 7 8 8 9 11 12 14 15
; 8.33% 10.00% 2 3 3 4 5 5 6 6 6 7 7 7 8 9 9 11 12 14 15
o 10.00% 13.33% 3 3 4 4 5 6 6 6 7 7 7 8 8 9 10 11 13 15 16
% 13.33% 16.67% 3 4 4 5 5 6 6 7 7 7 8 8 9 9 10 12 13 15 16
‘E 16.67% 20.00% 3 4 4 5 6 6 7 7 7 8 8 9 9 10 10 12 13 15 16
5 20.00% 25.00% 4 4 5 5 6 7 7 7 8 8 9 9 10 10 11 12 13 15 17
5 25.00% 30.00% 4 5 5 6 6 7 7 8 8 9 9 10 10 11 11 12 13 15 17
8 30.00% 35.00% 5 5 6 6 7 7 8 8 8 9 10 10 11 11 11 12 13 15 17
E 35.00% 40.00% 5 6 6 7 7 8 8 8 9 9 10 11 11 11 12 13 14 16 17
5 40.00% 45.00% 6 7 7 7 8 8 8 9 9 10 10 11 11 12 12 13 14 16 17
& 45.00% 50.00% 7 8 8 8 9 9 9 10 10 1 1 12 12 13 13 14 15 17 18
a 50.00% 65.00% 8 9 9 9 10 10 10 11 11 12 12 13 13 14 14 15 16 17 18

65.00% 80.00% 12 13 13 13 13 13 13 14 14 14 14 14 14 15 15 16 16 17 18

80.00% 100.00% 14 15 15 15 15 15 15 16 16 16 17 17 17 17 17 18 18 18 19

Source: ACRA
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Disclaimer

(C) 2024

Analytical Credit Rating Agency (Joint-Stock Company), ACRA (JSC)
1 Bldg. 2 Bolshoi Gnezdnikovsky Lane, Moscow, Russia
www.acra-ratings.com

The Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian corporate and
financial institutions and its authorized capital exceeding RUB 3 bin. ACRA’s main objective is to provide the Russian financial market
with high-quality rating products. Methodologies and internal documents of ACRA are developed in compliance with Russian
legislation and with regard to global rating industry best practices.

The provided information, including, without limitation, credit and non-credit ratings, rating assessment factors, detailed credit analysis
results, methodologies, models, forecasts, analytical reviews and materials, as well as other information placed on the ACRA website
(further referred to as Information), coupled with the ACRA website software and other applications, are intended for information
purposes only. Information must not be modified, reproduced or distributed by any means, in any way or form, either in whole, or in
part, in marketing materials, as part of public relations events, in news bulletins, in commercial materials or reports without prior
written consent from, and reference to, ACRA. Any use of Information in violation of these requirements or the law is prohibited.

ACRA credit ratings reflect ACRA’s opinion about the ability of a rated entity to meet its financial obligations or about the credit risk
of individual financial obligations and instruments of a rated entity at the time of publication of the relevant Information.

Non-credit ratings reflect ACRA's opinion about certain non-credit risks assumed by interested parties interacting with a rated entity.

The assigned credit and non-credit ratings reflect all material information pertaining to a rated entity and known by ACRA (including
the information received from third parties), the quality and reliability of which ACRA considers appropriate. ACRA shall not be
responsible for the accuracy of information provided by clients or relevant third parties. ACRA does not audit or otherwise verify the
provided data and shall not be held responsible for their accuracy and completeness. ACRA conducts rating analysis of information
provided by customers using its own methodologies, with the texts thereof available on ACRA's website — www.acra-
ratings.com/criteria.

The only source that reflects the latest Information, including the one about credit and non-credit ratings assigned by ACRA, is ACRA's
official website — www.acra-ratings.com. Information is provided on an “as is” basis.

Information shall be considered by users exclusively as ACRA’s statement of opinion and must not be regarded as advice,
recommendation or suggestion to buy, hold or sell securities or other financial instruments of any kind, nor shall it be viewed as an
offer or advertisement.

Neither ACRA, nor its employees and persons affiliated with ACRA (further referred to as the ACRA Parties) provide any direct or
implied guarantee expressed in any form or by any means regarding the accuracy, timeliness, completeness or applicability of
Information for making investment and other decisions. ACRA does not act as a fiduciary, auditor, investment or financial advisor.
Information must be regarded solely as one of the factors affecting an investment decision or any other business decision made by
any person who uses ACRA’s information. It is essential that each of such persons conduct their own research and evaluation of a
financial market participant, as well as an issuer and its debt obligations that may be regarded as an object of purchase, sale or
possession. Users of Information shall make decisions on their own, involving their own independent advisors, if they deem it
necessary.

ACRA Parties shall not be responsible for any action taken by users based on Information provided by ACRA. ACRA Parties shall under
no circumstances be responsible for any direct, indirect or consequential damages or losses resulting from interpretations, conclusions,
recommendations and other actions taken by third parties and directly or indirectly connected with such information.

Information provided by ACRA is valid only as of the date of preparation and publication of materials and may be amended by ACRA
in the future. ACRA shall not be obliged to update, modify or supplement Information or inform anyone about such actions, unless
the latter was recorded separately in a written agreement or is required by legislation of the Russian Federation.

ACRA does not provide advisory services. ACRA may provide additional services, if this does not create a conflict of interest with rating
activities.

ACRA and its employees take all reasonable measures to protect all confidential and/or material non-public information in their
possession from fraud, theft, unlawful use or inadvertent disclosure. ACRA provides protection of confidential information obtained
in the course of its business activities as required by legislation of the Russian Federation.
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