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Banka OTP Albania
Integrimi me Aksionerin e ri
Grupin OTP

Né fund té muajit mars 2019, Banka OTP Albania shénoi njé ndér momentet vérteté historike
té saj; pérmbylljen e procesit té pérftimit nga Grupi OTP i 100% té aksioneve té Grupit Societe
Generale. Ky ndryshim u shogérua me njé séré sfidash pér bankén toné, por ndér to, mé
kryesoret ishin procesi i integrimit me Grupin OTP dhe kalimi né strategjiné e re, pa asnjé efekt

tek té gjithé klientét e bankés.

Projekti i Integrimit, edhe pse tepér angazhues dhe ambicioz, pérfundoi me sukses. Integrimi
me Grupin OTP solli ndryshime jo vetém né aspektin e markés sé re gé vendosi themelet né
Shqipéri, por edhe né mendésiné e bankés me njé fillim té ri, me ide té garta, ambicie dhe mé

tepér energji. Kéto ndryshime pozitive u lexuan drejt nga té gjithé klientét dhe partnerét e
bankés, té cilét me besimin e tyre mbéshtetén dhe shpérblyen pérpjekjet tona.

Pérpos risive dhe detyrimeve gé ndérrimi i pronésisé solli dhe aktiviteteve normale tregtare té
bankés, Banka OTP Albania arriti té raportojé fitim historik prej 11.6 milioné euro. Banka shénoi
rritje né kredidhénie, duke rritur peshén e saj né tregun bankar shqgiptar né vendin e katért né
vend. Né té njéjtén linjé u rrit numri i klientéve té bankés, dhe u zgjerua banka me dy degé té
reja té hapura né Tirané.

Népérmjet punés toné, ne kemi krijuar mundési dhe kemi ndihmuar individét dhe bizneset
té realizojné ambiciet e tyre, duke iu mundésuar bizneseve té financojné sipérmarrje té reja
dhe duke iu dhéné mundésiné individéve qé té pérmirésojné nivelin e tyre té jetesés. Né kété
ményré, ne kemi dhéné kontributin toné pér zhvillimin e infrastrukturés financiare né vend.
Té béhemi njé banké mé e miré pér té gjithé klientét tané, éshté njé udhétim i gjaté, i cili
kérkon pérmirésime té vazhdueshme pér t'i kthyer ambiciet né ndryshim té prekshém.
Népérmjet kontributit dhe pérkushtimit té vazhdueshém té punonjésve tané né Bankén OTP
Albania, ky éshté njé udhétim gé tashmé ka filluar me sukses.
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Expanding horizons
in the CEE region

OTP Bank is the leading bank in Hungary, and its presence
has become increasingly pronounced in the CEE region
over the years. We offer high quality financial services and

digital banking solutions for more (UELR 8,5 million clients.
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Groupi OTP

OTP Group éshté grup bankar lider né Evropén Qendrore dhe Lindore, i cili iu ofron shérbime
mé shumé se 19 milioné klientéve né 12 vende, pérmes metodave bashkékohore dhe njé game
té gjeré produktesh financiare.

Suksesi unik i OTP Group né Evropé éshté gjithashtu edhe pér shkak té pérfagésive rajonale
dhe historisé sé saj 70-vjecare, njohjes miré sé nevojave té klientéve, gasjes haptazi pér risi
dhe zhvillim, e pércaktuar nga veprime té parashikueshme dhe géndrueshmeéri.

Grupi bankar OTP beson né partneritetin me klientét e saj: pérpiget t'i mbéshtesé ata né
arritjen e géllimeve té tyre, éshté ambicioz né rritjen e kapaciteteve njerézore né zhvillimin
e tyre profesional dhe ekspertizés, éshté pararojé né modele té reja té teknologjisé sé
informacionit dhe zgjidhjeve moderne, universale, por té personalizuara.

| udhéhequr nga perspektiva e sé ardhmes, OTP Group éshté duke zhvilluar praktika bankare
né pérmbushje té pritshmérive gjithnjé e né ndryshim té klientéve té saj né partneritet me
kompanité kryesore fintech né rajon.

Né kuadér té ofrimit té shérbimit té pérgjegjshém, géndrueshmeéria e grupit bankar OTP nuk



éshté vetém njé detyrim i jashtém, por edhe
njé angazhim i brendshém. Parimi themelor
i Grupit OTP éshté roli aktiv né zhvillimin e
kulturés financiare té popullatés, e pasuruar
me vlerat kulturore, ruajtjen e vlerave
mjedisore dhe promovimin e sportit.

E njohur mé paré si Banka Kombétare e
Kursimeve, OTP Bank éshté themeluar né
vitin 1949 si njé entitet bankar né mbaré
vendin, né pronési té shtetit. Ndér vite,
aktivitetet e bankés dhe fushéveprimii
autoritetit té saj gradualisht u zgjeruan.
Né vitin 1990, Banka Kombétare e
Kursimeve u kthye né njé kompani publike
me njé kapital té aksioneve prej 23 miliardé
HUF. Emriisaj u ndryshua né Banka
Kombétare e Kursimeve dhe Tregtisé dhe
meé pas aktivitetet jobankare u ndané nga
banka, sé bashku me njésité organizative
mbéshtetése té tyre.

Privatizimi i Bankés OTP filloi né vitin 1995
dhe aktualisht banka karakterizohet nga
pronésia e shpérndaré mes investitorésh,

kryesisht privaté dhe institucionalé
(financiaré).

Grupi bankar OTP filloi zgjerimin e saj
ndérkombétar duke synuar zotérimin

e tregut né vendet e rajonit té Evropés
Qendrore dhe Lindore, té cilat ofrojné
potenciale té médha té rritjes ekonomike,
té ngjashme me Hungariné. Né vitet e
kaluara, OTP Bank ka pérfunduar disa
blerje té suksesshme, duke luajtur rol
kryesor né rajon. Krahas Hungarisé, OTP
Group aktualisht operon né Shqipéri
(Banka OTP Albania), Bullgari (DSK Bank),
Kroaci (OTP banka Hrvatska), Rumani
(OTP Bank Rumani), Serbi (Vojvodanska
Banka, OTP banka Srbija), Sllovenia (SKB
Banka), Slovakia (OTP Banka Slovensko),
Ukraina (CJSC OTP Bank), Rusi (OAO OTP
Bank), Moldavi (Mobiasbanca) dhe Mali

i Zi (Crnogorska komercijalna banka,
Podgoricka banka) pérmes filialeve té saj.
Grupi bankar OTP mban pozicionin lider
né tregun bankar, ose té afért me té né
Bullgari, Hungari, Mal té Zi dhe Serbi.

Qéllimi strategjik i OTP Group éshté gqé

té béhet grupi bankar mé i suksesshém
universal né Evropén Qendrore dhe Lindore.
Grupi bankar OTP pérpiget té zhvillohet
vazhdimisht duke ofruar shérbime unike,

té pérshtatshme dhe moderne pér klientét
e saj korporata dhe retail, qé jané té
thjeshta, té shpejta, pérmbushin sfidat e

epokés digjitale, dhe takojné pritshmérité e
klientéve té saj.



Péter BESE
Kryetar i Késhillit Drejtues

Fjala e Z. Péter Bese

NMetém kur térhiget vala nga bregu, zbulohet kush po notonte lakurig!”
Kjo thénie e Warren Buffett s'ka gené kurré mé e pérshtatshme se tani.

Pas térmetit né Durrés dhe né mes té krizés sé Covid, rezultatet e Bankés OTP Albania jané

té shéndetshme dhe té géndrueshme. Ky fenomen riforcoi Grupin OTP né strategjiné e tij

né Shqipéri, mé konkretisht; né strategjiné pér pjesémarrje dhe kontribut té rritjes mé tej té
ekonomisé sé Shqipérisé, duke iu shérbyer klientéve mé té miré té vendit Retail dhe Korporaté
me produkte financiare, dhe té géndrojé si banka mé e miré né Shqipéri né kuadér té kénaqésisé

sé klientit.

Né fakt, Banka OTP Albania éshté banka mé e miré né Shqipéri, jo vetém e shprehur nga klientét
tané, por sepse edhe Euromoney e thoté kéteé.

Cilésia e larté e produkteve dhe shérbimeve té OTP Albania éshté vlerésuar nga klientét tané; si
numri i klientéve edhe numri mesatar i produkteve gé ata pérdorin po rriten vazhdimisht. Pjesa
e trequt té kredive u rrit me ritmin mé té larté mes bankave ndérkombétare né Shqipéri né 2019.

Uné shpresoj se do vézhgojmé njé getésim té Covid dhe do vijojmé té punojmé né mjedis dhe
kushte normale té aktivitetit, si dhe do fokusojmé gjithé pérpjekjet tona pér té pérmirésuar

cilésiné e shérbimit né rrjetin e degéve dhe né kanalet digjitale gjaté 2020.

Por para sé gjithash, synimi yné né 2020 éshté té mbrojmé punonjésit dhe klientét nga Covid-19
dhe té mundésojmé pér klientét tané financiat e tyre dhe shérbim bankar pa asnjé ndérprerje.



Bledar SHELLA

Drejtor i Pérgjithshém /
Kryetar i Bordit té Manaxhimit

Fjala e Z. Bledar Shella

Té nderuar klienté, aksioneré dhe punonjés,

Viti 2019 ishte njé vit historik pér Bankén OTP Albania. Né prill 2019, ne lajméruam zyrtarisht
transformimin mé themelor té bankés toné né kéto 10 vitet e fundit, pérmbylljen financiare té
pérftimit t& 100% té aksioneve nga Grupi OTP. Ky proces shénoi edhe fillimin e njé epoke té re
pér bankén toné.

Njé nga sfidat madhore ishte integrimi me Grupin OTP, té cilén banka joné e pérfundoi me
sukses. Edhe mé i réndésishém pér tu theksuar éshté fakti gé procesiiintegrimit u pércoll né
ményré shumé té natyrshme pér klientét e bankés toné, duke i shtuar vleré edhe mé tepér
punés sé jashtézakonshme té kolegéve né kété drejtim.

Ndonése 2019 ishte njé vit plot me sfida, Banka OTP Albania arriti té shénojé performancén mé
té miré historike té saj. Ajo ka shfaqur rritje né té gjithé indikatorét e performancés sé saj, duke
realizuar té ardhura neto prej 11.6 milioné euro pér vitin 2019, mé i miri né té gjithé vitet

e bankés.

Me pérkushtim dhe ekspertizé profesionale, ne arritém té konsolidojmé pozicionin si banka e
katért né treg pér kredidhénie dhe vendin e 3-té pér sa i pérket portofolit té Leasing.

Totali i kredive outstanding pér vitin 2019 éshté 470.14 milioné euro, ndérkohé gé ka patur
pérmirésim té métejshém edhe né raportin kosto / té ardhura duke ruajtur nivelin 47%.

Njékohésisht, né pérmbushje té nevojave té klientéve tané né rritje, ne zgjeruam rrjetin e degéve
té bankés me dy degé té reja dhe shtuam numrin e ATM-ve né rrjetin toné né pozicione té
zgjedhura strategjikisht. Cdo vit ne pérpigemi té jemi mé té mirét dhe té krijojmé marrédhénie té
vlefshme duke u ofruar besim klientéve, aksioneréve, punonjésve dhe bashképunétoréve tané.

Njé prej prioriteve kryesore té Bankés OTP Albania éshté té pércjellé njé eksperiencé té shkélqyer
pér té gjithé klientét tané pasi kjo éshté ményra e vetme pér té arritur sukses té géndrueshém.
Rezultatet e vitit 2019 déshmojné se qasja e Bankés OTP Albania, edhe pse njé eméririné
tregun bankar shqiptar, vijon té pérforcojé imazhin e saj si njé prej institucioneve financiare mé
té besueshém dhe mé té suksesshém né Shqipéri.

Uné déshiroj té falenderoj té gjithé punonjésit e Bankés OTP Albania, té cilét punojné ¢do dité
pér klientét tané. Jam i bindur gqé kemi strategjiné dhe ekipin e duhur pér té dhéné rezultate té
shkélgyera dhe té géndrueshme pér klientét dhe aksionerét tané.
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Cmimi "Best Bank” nga Euromoney

CENTRAL & EASTERN
EUROPE AWARDS

EURDMONEY

AWARDS FOR EXCELLENCE

il

Bledar Shella. OTP is shaking
up Albania’s bank market

. Reprinted from July/August 2020

ALBANIA
BEST BANK
OTP ALBANIA

Albania’s leading banks once again turned
in a respectable set of results last year but
were unable to compete on either growth
or profitability with a newcomer to the
market. OTP Albania, the winner of the
award for Albania’s best bank, has been
part of the Hungarian OTP group since
March 2019.

Formerly a subsidiary of Societe Gen-
erale, the lender was number five by total
assets and number four by loans at the time
of the takeover.

In its first year under new ownership,
however, it has clearly signalled its intent
to become a big player in the market, tak-
ing advantage of high levels of liquidity to
pursue aggressive lending expansion.

Copyrig] @ ey magazine

2020

In 2019 the bank increased its share of
the loan market by 52 basis points to 10%,
which in turn helped to boost return on
equity to a market-beating 19% and reduce
non-performing loans to 5.7% of the total.

Following the completion of an eight-
month project to align with its new parent
group, OTP Albania’s management — led by
long-standing chief executive Bledar Shella —
has also embarked on a comprehensive over-
haul of the bank’s digital platforms as well
as an upgrade of its core banking system.

There is still work to be done to chal-
lenge established market leaders Banka
Kombetare Tregtare and Raiffeisen Bank
Albania, and it remains to be seen how
OTP Albania’s newer loan portfolios will
fare during the Covid-19 crisis.

For the moment, however, the bank’s
new owners deserve credit for their com-
mitment to revitalizing their new subsidi-
ary and shaking up the Albanian banking
market.

WwWw.euromoney.com
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Premtimi yné

Banka OTP Albania éshté kétu
pér t'u kujdesur pér ju, pér t'u
rritur dhe pér té ndaré suksesin
sé bashku, falé ekspertizés soné
autentike né rrugétimin toné
drejt sé ardhmes!

Vizioni yne

Ne synojmé qgé té fitojmé
pozicionin e bankés me
shérbimin mé té miré dhe té
arrijmé né krye té listés pér
madhésiné e biznesit, si né pjesé
tregu, numér dhe cilési
klientésh, por mbi té gjitha né
treguesin e portofolit té kredive
né vend.

« !,

Raporti vjetor 2019 OTP Bank Albania

Misioni yné

Té hulumtojmé, té
gjejmé, té mirépresim,
té zhvillojmé dhe

pérkrahim anén mé
té miré te té gjithé!

Y

Vlerat gé udhéheqgin
OTP Bank Albania

« Stabilitet
* Orientim ndaj klientit
* Qéndrueshmeéri







Qeverisja e Korporatés né
Banka OTP Albania

Ne, né Bankén OTP Albania, besojmé

se geverisja efektive e korporatés éshté
thelbésore né funksionimin e duhur té
aktivitetit bankar, dhe té gjithé ekonomisé
né térési. Qéllimi kryesor i Qeverisjes sé
Korporatés éshté mbrojtja e interesave

té Aksionarit né pérputhje me interesat

Qeverisja e Korporatés né Bankén OTP
Albania sigurohet gé Asambleja e Aksionarit
té Vetém, Késhilli Drejtues dhe Drejtoria,
Komiteti i Kontrollit dhe Grupi i Komiteteve
té Brendshme udhéhigen nga parime

dhe pérgjegjési né funksion té interesit té
bankés.

publike dhe mbrojtja e interesave té
klientéve tané.

ASAMBLEJA E PERGJITHSHME E AKSIONARIT TE VETEM

KESHILLI DREJTUES KOMITETI | MANAXHIMIT

Kryetar Drejtori i Pérgjithshém Ekzekutiv

Péter Bese D :
Drejtori i Divizionit Retail
Nénkryetar Drejtori i Divizionit té Biznesit
Arpad Sranko
Drejtori i Divizionit Operacional
Anétar

Tunde Soos Drejtori i Divizionit té Financés dhe Riskut

. Drejtori i Departamentit té Menaxhimit té Riskut
Anétar

Aleksandér Xhuvani Drejtori i Departamentit Marketing

Anétar Drejtori i Departamentit té Auditit
Adrian Civici
Drejtori i Departamentit té Sekretariatit Korporativ
Anétar

Armand Duka Drejtori i Departamentit té€ Burimeve

Njerézore dhe Trajnimit

Anétar Drejtori i Departamentit té Financés dhe

Janos Veres Riskut Strategjik

12 Raporti vjetor 2019 OTP Bank Albania



Asambleja e Pérgjithshme e
Aksionarit té Vetém

Asambleja e Aksionarit té Vetém té Bankés
OTP Albania thirret nga Késhilli Drejtues,
dhe né rast urgjence nga ¢do anétar i
Késhillit, apo ¢do Drejtor Ekzekutiv, né ¢do
kohé gé konsiderohet e arsyeshme pér
mbarévajtjen e progresit té aktivitetit té
bankés, sa heré gé éshté e nevojshme sipas
Statutit té Bankés dhe/ose nga dispozitat
ligjore, dhe té paktén njé heré gjaté njé

viti financiar pér miratimin e pasqyrave
financiare. Asambleja e Aksionarit té Vetém
shqgyrton dhe merr vendime pér ¢éshtje, té
cilat bien nén juridiksionin e saj, bazuar né
Ligj dhe Statutin e bankés.

Né shtator té vitit 2018, Banka njoftoi mbi
ndryshimin e strukturés sé saj aksionare,
dhe gé nga Marsi i vitit 2019, Banka OTP
Albania zotérohet 100% nga OTP Bank Plc,
njé grup bankar, prezenca e té cilit éshté
rritur ndjeshém né té gjithé rajonin Qendror
dhe Lindor té Evropés, duke e béré njé
nga grupet lider né ofrimin e shérbimeve
financiare me fokus ofrimin e shérbimeve

superiore ndaj klientéve.

Asambleja e Pérgjithshme
e Aksionarit té Vetém
Banka OTP Albania

Késhilli Drejtues i Bankés
OTP Albania

Késhilli Drejtues éshté organ mbikéqyrés
dhe vendimmarrés. Ai éshté i pérbéré

nga njé numér prej 7 (shtaté) anétarésh

gé jané eméruar me njé mandat 4-vjecar
nga Asambleja e Aksionarit té Vetém, té
cilét zotérojné njohuri dhe pérvojé né

fusha té ndryshme, aftési manaxhuese

té konfirmuara dhe vendimmarrje té
orientuara drejt riskut dhe tolerancés ndaj
riskut, duke u siguruar késhtu gé vendimet
e saj té jené objekt i njé analize té
detajshme. Késhilli Drejtues i Bankés

OTP Albania ka njé shumicé anétarésh té
pavarur, té cilét sigurohen né ¢do kohé qgé té
mos jené té pérfshiré né njé situaté konflikti
interesi me Bankén dhe aksionarin e saj.

Késhilli Drejtues i Bankés OTP Albania
sigurohet gé veprimtaria e saj dhe e gjithé
Bankés té jeté né pérputhje me kuadrin
rregullator shqiptar, Ligjet dhe Udhézimet
né fuqi, Statutin e Bankés dhe kérkesave té
Grupit OTP Bank Plc, me géllim krijimin e njé
vlere té géndrueshme. Ai mbron interesat e

Aksionarit, té punonjésve dhe té klientéve té saj.

Késhilli Drejtues bashképunon ngushté

me Drejtoring; njihet me ngjarjet mé té
réndésishme té Bankés gé ndikojné né
reputacionin e saj; merr vendime me
karakter strategjik; rishikon dhe miraton
planin e biznesit té bankés; miraton
pasqgyrat financiare dhe analizon fitimin

e realizuar; miraton planin e kontrollit

té brendshém. Ai gjithashtu rishikon dhe
miraton Rregulloret dhe Procedurat e
Bankés, té cilat kryesisht prekin aspektin e
riskut dhe manaxhimin e saj; manaxhimin e
riskut té pérputhshmérisé dhe parandalimin
e pastrimit té parave; manaxhimin e
burimeve njerézore dhe praktikat e
shpérblimit, aprovimin e pozicioneve
drejtuese kyce né banké etj.
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Viti 2019

Késhilli Drejtues i Bankés OTP Albania
pésoi ndryshime té konsiderueshme né
mars té vitit 2019, si pasojé e ndryshimit té
strukturés aksionare té bankés. Té gjithé
anétarét kaluan né njé proces vlerésimi
dhe ri-vlerésimi, duke u siguruar edhe njé
heré gé ky organ té jeté né pérputhje té
ploté me kérkesat rregullatore, dhe té keté
ekspertizén e nevojshme né realizimin e
detyrave té saj. Né maj té 2019, Késhilli
Drejtues zgjodhi nga gjiri i anétaréve té tij
me voté unanime, Kryetarin, Z.Peter Bese
dhe Zv/Kryetarin, Z. Arpad Sranko. Né vitin
2019, Banka OTP Albania ka zhvilluar dy
sesione geverisjeje, pérkatésisht né maj
dhe né néntor, dhe né té njéjtén kohé, ka
zhvilluar njé numér té konsiderueshém

mbledhjesh ku jané rishikuar dhe miratuar:

Plani i Kontrollit pér vitin 2019, Pasqgyrat
Financiare té vitit 2018, Plani i Biznesit dhe
Buxheti pér vitin 2019 dhe 2020, Procesi i
Vlerésimit té Mjaftueshmérisé sé Kapitalit,
Plani i Rimékémbjes, Kuadri Rregullativ té
Departamentit té Kontrollit té Brendshém,
Procedura e Manaxhimit té Riskut
Strukturial, Rregulloren e Investimeve
Kapitale dhe Aprovimet e Kredive nén
autoritetin aprovues té tij.
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Kryetari i Késhillit Drejtues

Kryetari i Késhillit Drejtues té Bankés OTP
Albania éshté pérgjegjés pér funksionimin
efektiv té Késhillit Drejtues duke drejtuar,
inkurajuar dhe promovuar diskutime
konstruktive ndérmjet anétaréve té Késhillit.
Ai sigurohet gé vendimet té merren né njé
bazé té shéndoshé dhe té miré-informuar
dhe béhet me dije pér ¢do informacion té
nevojshém dhe té pérditésuar gé ndihmojné
né realizimin e misionit té tij, dhe té té gjithé
Késhillit. Ai éshté personi gé flet né emér

té té gjithé Késhillit dhe vota e tij éshté

vendimmarrése.

Kryetari i Késhillit Drejtues thérret dhe
drejton Asamblené e Pérgjithshme té
Aksionarit té Bankeés.

Z. Peter Bese éshté zgjedhur me voté
unanime nga té gjithé anétarét si Kryetari
i Késhillit Drejtues té Bankés né Maj té vitit
2019.



Komiteti i Kontrollit i Bankés
OTP Albania

Misioni i Komitetit té Kontrollit né Bankén
OTP Albania éshté monitorimi i ¢éshtjeve
qé lidhen me pérgatitjen dhe Kontrollin

e pasqgyrave financiare, monitorimin e
pavarésisé té audituesit ligjor, monitorimin
e efikasitetit té kontrollit té brendshém,
masave té marra, mbikéqgyrjen dhe
sistemet e kontrollit té riskut té lidhura

me kontabilitetin dhe proceset financiare.
Komiteti i Kontrollit raporton dhe mbéshtet
punén e Késhillit Drejtues.

Komiteti i Kontrollit né Bankén OTP

Albania pérbéhet nga 3 anétaré, té cilét
jané eméruar nga Asambleja e Aksionarit
té Vetém me njé afat 4-vjecar dhe me njé
eksperiencé shumé-vjecare né fushén

e Auditimit dhe Kontabilitetit. Kryetari

i Komitetit té Kontrollit éshté eméruar
siitillé nga Késhilli Drejtues dhe éshté
njékohésisht edhe anétar i kétij té fundit.

Komiteti i Kontrollit mblidhet minimalisht
3 heré né vit dhe né té raportohet puna e 5
Departamenteve, por jo vetém.

KOMITETI | KONTROLLIT

KOMITETI | KONTROLLIT

Kryetar i
Komitetit
té Kontrollit
Arpad Sranko

Anétar i
Komitetit té
Kontrollit
Jitka Pantuckova

Anétar i
Komitetit té
Kontrollit
Diana YUli

Viti 2019

Né vitin 2019, Komiteti i Kontrollit pésoi
ndryshime né pérbérjen e tij si pasojé e
ndryshimit té Strukturés Aksionare. Né
Maj té kétij viti, Z. Arpad Sranko u vendos
Kryetar i Komitetit té Kontrollit me voté
unanime té té gjithé anétaréve té Késhillit

DEPARTAMENTET RAPORTUESE

Departamenti i Financés dhe
Zhvillimit Strategjik

Departamenti i Sekretariatit
Korporativ

Departamenti i Kontrollit té
Brendshém

Departamenti i Sigurisé

Departamenti i Manaxhimit té
Riskut

Drejtues. Komiteti éshté mbledhur 3 heré
pérgjaté vitit 2019, ku ka rishikuar dhe miratuar
planin e punés sé Komitetit té Kontrollit pér
vitin 2019, ka propozuar Auditorin e Jashtém
pérvitin 2019, ka vlerésuar aktivitetin e
departamenteve té sipér-pérmendura.
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Pérputhshmeéria & Funksioni
PPP /LFT

Funksioni i Pérputhshmeérisé dhe PPP né
OTP Bank Albania éshté krijuar dhe vepron
prej vitesh tashmé si njé strukturé e
pavarur, e cila raporton drejtpérdrejt tek
Drejtori i Pérgjithshém i bankés, Komiteti i
Kontrollit dhe Késhilli Drejtues.

Roli i saj ka njé réndési thelbésore né
procesin e informimit dhe zbatimit té
rregullave té reja gé geverisin veprimtariné
bankare dhe sigurojné respektimin e
kérkesave té detyrueshme né bankeé.

Funksioni i pérputhshmérisé promovon
standardet mé té larta té integritetit dhe
siguron gé ato té zbatohen né té gjitha
aktivitetet e bankés, duke ndértuar njé
kornizé té procedurave dhe rregulloreve né
pérputhje me kérkesat e grupit, ligjet lokale

dhe ato té BE-sé.

Siguria Financiare

Aktiviteti bankar éshté i ekspozuar ndaj
rrezigeve té ndryshme té krimit financiar,
si¢ jané pastrimii parave, financimi i
terrorizmit dhe sanksionet, si dhe aktivitete
té tjera kriminale, si mashtrimi, ryshfeti dhe
korrupsioni.

Edhe pse nuk éshté e mundur té
eleminohen plotésisht rrezige té tilla,

né ményré gé té parandalohen dhe
menaxhohen mé miré ato, por gjithashtu té
jemi né pérputhje me detyrimet tona ligjore
dhe rregullatore, Banka OTP Albania ka
krijuar njé program té ploté pérputhshmeérie
gé rishikohet ¢do vit. Ky program, pérfshin
politika té garta, udhézime, késhillime

dhe mbéshtetje, kontrolle dhe analiza,
mjete dhe raportim né baza té rregullta.

Té gjitha rregulloret dhe udhézimet tona
jané né pérputhje me kérkesat lokale dhe
ato té grupit, té cilit i pérkasim. Qéllimi
éshté pér té ndihmuar punonjésit tané

né parandalimin e ekspozimit té tyre té
drejtpérdrejté ndaj njé rreziku té tillé dhe
pér té siguruar stabilitetin e bankés dhe
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integritetin e tyre personal. Kéto politika
dhe rregulla shogérohen me kontrolle
ditore dhe periodike pér té minimizuar kéto
rrezige.

Ne kemi zbatuar parimet e NJKT (njih
klientin ténd) pér té respektuar kérkesat
rregullative né lidhje me identifikimin dhe
verifikimin e klientéve, pérfshiré rishikimin
e rrezikut té krimit financiar té klientéve
dhe transaksioneve, jo vetém pér té
parandaluar rreziget e PP/ FT, por edhe pér
té pérmirésuar mé tej shérbimet tona pér
kéta klienté dhe pér té rritur kénagésiné e
klientit.

Rreziku i Sanksioneve dhe Embargove
menaxhohet duke zbatuar té gjitha

masat dhe politikat e Grupit OTP dhe
kérkesat lokale. Kéto masa pérfshijné

mjete dhe aplikacione té monitorimit té
transaksioneve dhe alerteve té ngritura dhe
jané bazat pér analizimin e transaksioneve
dhe sjelljeve té klientit duke pérdorur
skenaré té ndryshém.

Rreziqet rregullatore

Kodi i Etikés dhe ABC

Kodiyné i Etikés pérmbledh vlerat, besimet,
parimet e bankés soné dhe Grupit OTP, dhe
éshté baza e udhézimeve pér etikén né
operacionet e biznesit.

Ne presim gé té gjithé anétarét e

Késhillit Drejtues, Bordi i Menaxhimit dhe
punonjésit t'i ndjekin ato. Kéto vlera dhe
standarde pritet té geverisin veprimtariné
e pérditshme té punonjésve tané, por jo
vetém. Kodi i Etikés u prezantohet té gjithé
klientéve tané pérmes publikimit té tij né
fagen toné zyrtare dhe konkurrentéve,
partneréve té biznesit, autoriteteve
rregullatore. Versionet aktuale té Kodit

té Etikés mund té konsultohen né fagen e
internetit té Bankés OTP Albania: https://
otpbank.al/en/code-of-conduct/

Politika e Sinjalizimit (Whistleblowing)
Kultura dhe integriteti jané mesazhet
kryesore gé u japim punonjésve tané dhe



drejtuesve né seanca ndérgjegjésimi dhe
mbéshtetje té pérditshme. Bazuar né

kéto vlera, ne mund té menaxhojmé mé
miré dhe t'i zbusim rreziget. Punonjésit
inkurajohen né ményré aktive pér té
pérshkallézuar pa ndonjé friké nga ndonjé
hakmarrje, apo shkelje t¢ mundshme té
procedurave, rregulloreve ose té sjelljeve
té gabuara gé ata mund té déshmojné.
Banka ka njé politiké specifike, e cila éshté
e qarté pér té drejtat e cdo punonijési,

ose personi gé mund té raportojé ndonjé
sjellje té dyshimté. Gjithashtu, né bankén
toné kemi njé komitet té brendshém,

qé éshté pérgjegjés pér analizimin dhe
marrjen e vendimeve té duhura pér raste té
sinjalizimeve.

Konflikti i Interesit

Konfliktet e interesit mund té jené té
pranishme né té gjitha aktivitetet e biznesit
dhe mund té lindin midis punonjésve

té bankés dhe bankés, punonjésve té
bankés dhe klientéve, né transaksione
pérfshiré familjen dhe marrédhéniet e
ngushta personale. Déshtimi né njohjen
dhe administrimi né ményrén e duhure
konflikteve té interesit mund té rezultojé
né pasoja té papérshtatshme, ose té
pafavorshme pér klientét, bankén dhe
punonjésit. Né bankén toné ekziston njé
politiké specifike e zbatuar né lidhje me
menaxhimin e konfliktit té interesit dhe/
ose nga menaxhmenti yné, dhe punonjésit
tané kérkohet té deklarojné gé nga

procesi i marrjes né puné, ose té njoftojné
mbikéqyrésit e tyre dhe / ose funksionimin
e pérputhshmérisé menjéheré pasi té
identifikojné njé konflikt té tillé.

Mbrojtja e klientit

Funksioni i pérputhshmérisé éshté
pérgjegjés pér té kontrolluar né ményré
periodike ankesat e klientit dhe siguron
menaxhimin e njé rreziku potencial té
pérputhshmérisé té lidhur me to, por
edhe pér té siguruar mbrojtjen e klientit.
Gjithashtu, ky funksion éshté i pérfshiré né

detyra dhe opinione né lidhje me detyrimet
e bankés ndaj kérkesave té transparencés.

Transparenca tatimore

Banka OTP Albania éshté pjesémarrése e FF
gé vepron nén IGA2 né lidhje me detyrimin
FATCA, pér té pérmbushur detyrimet tona,
ne kemi zbatuar kontrolle dhe parimin

e NJKT pér té siguruar pérputhjen e
operacioneve tona. Ne béjmé pastrimin e té
dhénave dhe kontrollet pér té identifikuar
cdo taksapagues amerikan né bazén e té
dhénave té klientéve tané, né ményré gé té
raportojmé sakté te autoritetet tatimore té
SHBA-sé.

Rreziku reputacional

Té gjithé punonjésit e bankés jané
pérgjeqjés pér identifikimin e rrezikut té
mundshém reputacional dhe duhet té
raportojné tek drejtuesit apo funksioni i
pérputhshmérisé né lidhje me té.

Eshté pérgjegjési e té gjithé punonjésve té
bankés té jené né pérputhje me rrequllat
tona té brendshme dhe té veprojné me
integritet né ményré gé té mos e ekspozojné
bankén ndaj ndonjé rreziku té mundshém té
reputacionit.

Trajnim dhe ndérgjegjésim

Pér t'u siguruar gé punonjésit kané
njohurité dhe aftésité e duhura teknike,
dhe pér tiinformuar ata mbi ndryshimet
dinamike qé karakterizojné veprimtariné
e pérputhshmérisé, banka synon rritjen e
vazhdueshme té ndérgjegjésimit né lidhje
me temat e pérputhshmeérisé bankare

gé kané té béjné me krimin financiar dhe
rrezikun e mospérputhshmérisé. Kétu
pérfshihen trajnime né klasé periodike
té detyrueshme, trajnime pér té gjithé
punonjésit e rinj dhe metodat e tjera té
ndérgjegjésimit.

Megjithé materialet e trajnimit gé
mbéshtesin trajnimet, né seanca té tjera
ndérgjegjésimi ne kemi ndaré mesazhet
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tona pérmes prezantimeve né video,

té krijuara pér té siguruar mesazhet

dhe rreziget kryesore pér punonjésit,
fletépalosje, mesazhe ndérgjegjésimi me
posté elektronike, etj. Seancat tona té
trajnimit né klasé jané té detyrueshme
duke siguruar késhtu maksimumin e
pjesémarrjes.

Aspekti Ligjor

Banka OTP Albania i kushton njé réndési

té vecanté zbutjes sé riskut ligjor dhe
mbrojtjes sé imazhit dhe reputacionit té
bankés. Pérvec identifikimit dhe menaxhimit
té riskut ligjor lidhur me kredidhénien,
marrédhéniet me palé té treta, qofshin ato
né kuadér té bashképunimit apo ofrimit té
shérbimeve, marrédhéniet dhe komunikimi
me autoritetet, ndjekjes sé proceseve
gjygésore, né fokus ka gené gjithashtu,
monitorimi ligjor dhe komunikimi i
ndryshimeve tek strukturat pérkatése duke
i asistuar né implementimin e tyre.

| gjithé ky proces ka kérkuar njé vémendje
té vecanté né kontrollin dhe zbatimin me
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korrektesé té ligjeve dhe rregulloreve té
ndryshme, si¢ mund té pérmendim
Rregulloren e Bankés sé Shqipérisé

"Pér transparencén e produkteve bankare

dhe financiare”, si dhe rishikimin e
udhézuesit ligjor mbi kolateralet, né vijim té
ndryshimeve né ligjin "Pér Kadastrén”, e té
tjera kérkesa té detyrueshme pér zbatim.

Cjaté vitit 2019, sektori ligjor i Bankés OTP
Albania éshté fokusuar né trajtimin e
céshtjeve ligjore gé shogéruan ndryshimin
e aksionarit té bankés. Gjithashtu, ky sektor
ka asistuar dhe ka bashképunuar pothuaj
me té gjithé strukturat e tjera né banké, pér
té ndihmuar né njé proces pa problematika,
té sigurt dhe korrekt té integrimit té ploté té

bankés né grupin e ri aksionar.

Vlen pér t'u theksuar asistenca ligjore né
projektet e zgjerimit té bankés pérmes
celjes sé degéve té reja né Tirané.

Sfidé e réndésishme e funksionit ligjor ishte
edhe pérshtatja e praktikave té bankés me
hapat e paré té digjitalizimit dhe ofrimit

té shérbimeve online nga institucionet
shtetérore.




Indikatorét Kyc
te Performances



REZULTATET PERFUNDIMTARE
2019

Performanca Bankés

SS h O B

E ARDHURA BANKARE NETO E ARDHURA NETO KTHIMI NGA KAPITALI RAPOI!.TI SHPENZIME
/ TE ARDHURA
€33.137m ln €11.6m ln 17.4% 47%
81.8% RRITJE 301% RRITJE

Performanca e Kredive dhe Depozitave

) ® <

KREDITE OUTSTANDING GJENDA E DEPOZITAVE PJESA E TREGUT TE KREDIVE
47014 - 543.86 - 10.40%
10.48% RRITJE -1.47% +0.44%
YTD
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Bankingu i Segmenteve:
Biznes

Aktiviteti bankar pér Korporatat gjaté
2019 u zhvillua né njé mjedis dinamik dhe
plot sfida. Konsolidimi i aktoréve té trequt
pérmes proceseve té blerjes dhe shkrirjes,
hyrja e grupeve dhe kulturave té reja té
punés u realizua né kushte optimale, duke
mos ndikuar né aktivitetin normal.

Kjo periudhé tranzicioni gé filloi né vitin
2018 dhe u finalizua gjaté vitit 2019 nuk pati
ndikim né aktivitetin normal, apo arritjen e
objektivave té Divizionit toné. Objektivat e
vitit 2019 ishin vértet ambicioze referuar njé
tregu né kushtet e konkurrencés sé forté.

Megjithaté, ne mund té themi me krenari se
ia dolém me sukses.

Ne tashmé jemi pjesé e njé grupi té madh
si¢c éshté OTP Grup, i cili po zgjeron rrjetin
bankar duke na dhéné ne si banké dhe
klientéve tané mundésiné pér té rritur
sinergjiné né rajon e meé gjere.

Qéllimi yné éshté té forcojmé mé tej besimin
e klientéve tané té cilin e kemi ndértuar

me kujdes pérgjaté viteve. Kjo éshté njé
marrédhénie e ndértuar mbi besim né té
cilin té dyja palét kontribuojné pér rritjen e
bizneseve respektive.

Ne jemi té vetédijshém se e ardhmja e
biznesit toné jané klientét dhe punonjésit
tané. Nisur nga kjo moto, strategjia joné
bazohet né kujdesin e vazhdueshém pér njé
marrédhénie té forté né té dyja drejtimet, si
njé simbiozé pér njé bazé dhe rritje té forté.

Suksesi éshté merité e stafit toné té
dedikuar, me eksperiencé dhe njohuri

shumé té mira dhe pa dyshim i klientéve
tané besniké dhe té respektuar.

Kredidhénia

Stoku i portofolit té kredive u rrit me 11.5%
duke konsoliduar pozicionin toné dhe duke
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na renditur né vendin e 4" ne tregun e
korporatave, ndérkohé gé kemi edhe njé
pérmirésim té normés sé kredive

joperformuese (NPL) né 7.3%.

Ne kemi né fokus zhvillimin mé tej té
aktivitetit té SME-ve dhe Leasing-ut.
Segmenti i SME-ve shénoi rritjen mé té
madhe té portofolit, me 18% rritje té stokut
té portofolit té kredive duke patur vémendje
mbi diversifikimin dhe pérmirésimin e
cilésisé sé protofolit pér té arritur NPL té
ulét. Ndérsa né nivel banke u renditém

né vendin e 3té né treg pér sa i pérket
portofolit Leasing, megjithése mbéshtetur
nga njé strukturé e vogél, mbetet faktor i
réndésishém né tregun e girasé financiare
duke ofruar njé gamé té ploté té produkteve
leasing dhe duke fugizuar bashképunimin
me ‘deal-erat’ kryesoré né treg.

Pas kétyre arritjeve qé kontribuojné forté

né rezultatin e bankés géndron kombinimi i
pérpjekjeve dhe pérmirésimi i vazhdueshém
i stafit té korporatave, por edhe i stafit mé
gjeré, siai i transaksioneve bankare, thesarit
dhe shitjeve té krygézuara me Retail-in.
Pérpjekjet e vazhdueshme, duke gené
selektivé né bérjen biznes me klientét tané
shumé té miré si dhe térheqja e klientéve té
rinj né té gjitha segmentet, u materializua
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né rezultatet pozitive né disa drejtime.

Transaksionet Globale Bankare

Ofrimi i shérbimit profesional, Késhillimi,
Ekspertiza dhe promovimii produkteve
GTB duke pérmbushur mé sé miri kérkesat
e klientéve korporaté né pérputhje me
standardet ndérkombétare.

Rritja dhe forcimi i imazhit té Bankés pér
ofrimin e produkteve GTB té standardizuara
né nivelin e Grupit OTP.

Arritjet pér vitin 2019:

- Integrimi me sukses né Grupin e ri
bankar OTP duke siguruar vazhdimésiné

e marrédhénies me klientét e méparshém
korporaté té Bankés.

- Financa tregtare ruajti rezultatet e
arritura né stokun e portofolit dhe té
ardhurat e gjeneruara. Portofoli Off balance
sheet ruajti nivelin mesatar té vlerés prej
86M EUR duke ruajtur pozicionin e njerés
prej Bankave lider né tregun lokal.

- Finalizimi me sukses i shérbimit mé té
ri pér Klientet Korporaté - Shérbimi Drop
Box (ofrimi i mundésisé pér depozitim té
fondeve cash 24/7)

- U realizua rritja e pérdorimit té E-Banking
pér kryerjen e transaksioneve. Gjaté vitit

u rrit pérdorimi i shérbimit e-banking

nga klientét korporaté né nivelin 50% té
transaksioneve té procesuara népérmjet

online banking.

Thesari

Vijon té jeté njé aktivitet i konsoliduar

me skuadér ekspertésh né eksplorim té
mundésive té trequt né njé vit me luhatje té
médha dhe njé treg dinamik té kémbimeve
valutore.

Realizim mbi objektivat si né volum, ashtu
edhe pér rezultatin financiar.

Ky vit rezultoi dinamik jo vetém referuar
zhvillimeve té tregut, por edhe kuadrit té
politikave dhe rrequllave té reja té drejtuara
nga Grupi. Kalimi né OTP u shogérua me njé
interes té vecanté nga struktura pérkatése e

Grupit “OTP Group Capital Markets”.

Thesari u angazhua menjéheré né
adoptimin e kétyre rregullave gé kané pér
géllim rritjen e profesionalizmit dhe ofrimin
e njé niveli té larté shérbimi.

Suporti nga Grupi ka gené maksimal jo
vetém né transmetimin e praktikave té tij,
por edhe né teknologji.

Gjaté 2019-es u realizua implementimi i njé
sistemi té ri “front-office”, i cili shérben pér
regjistrimin dhe monitorimin e aktivitetit
té Thesarit. Ky system mitigon ndjeshém
rrezikun e mundshém operacional si edhe
krijon hapésiré pér ekipin e shitjes gé té
fokusohet edhe mé shumé tek shitjet dhe
cilésia e shérbimit.
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Né aspektin e aktivitetit tregtar, Thesari ka
gené konsistent me objektivat dhe ka arritur
té béhet “reference” né njé treg ku aktorét
jané té shumté dhe konkurenca éshté mjaft
e forté. Cdo kérkesé e klientit trajtohet me
profesionalizém, cka e ka rritur perceptimin
e klientelés pér shérbimet e Thesarit té
OBA-s duke e vendosur até né krah té
Bankave “Top".
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Bankingu i Segmenteve:
Retail

Segmenti i Individéve

Né vitin 2019, Banka OTP Albania ekzekutoi
me sukses strategjiné e saj pér té nxitur
rritjen sipas géllimit té Grupit OTP pér

té fituar pjesé né treg. Ne vazhduam té
pérparojmé drejt objektivave financiaré qé
kemi pércaktuar duke e demostruar rritjen
e métejshme té bazés sé klientéve, kredive
dhe depozitave, forcimin e marrédhénieve
pér cdo segment té klientéve dhe
eksplorimin e fugisé sé rrjetit toné.

Ne kemi transformuar bankén gjaté vitit té
kaluar duke iu pérgjigjur ndryshimeve té
ambicieve té grupit té ri si pjesé e procesit
té integrimit dhe nevojave né ndryshim té
klientéve tané ekzistues dhe té rinj. Pér té
thelluar dhe pérvetésuar marrédhénien

me klientét e Segmentit Individé né rrjetin

e degéve tona, ne vendosém njé strateqji
sfiduese pér té nxitur rritjen duke pérdorur
fuginé e markés toné té re OTP Bank, me
shkallén dhe diversitetin pér t'i shérbyer
klientéve né Evropé né njé gamé té gjeré

té nevojave té tyre financiare. Ne e lidhém
até me fillimin e fushatave té ndryshme
komerciale pér t'iu ofruar klientéve tané

té segmentit Individé zgjidhjet mé té mira
pér sa i pérket nevojave té tyre dhe pér tu
pérshtatur pér secilén kategori klientésh.
Ne vazhduam trendin e rritjes né Segmentin
e Individéve. Me njé rritje té huadhénies prej

mé shume se 60/
o)

e kemi pérfunduar vitin 2019 mé larté
sesa objektivi duke ruajtur paralelisht
cilésiné e portofolit brenda pritshmérive.
Ne gjithashtu arritém njé rritje té miré té

depozitave prej 50/
o J

Kjo rritje éshté si rrjedhojé e veprimeve
té ndérmarra gé synojné té sigurojné gé
té gjithé klientét té mbajné prané Bankés
OTP Albania llogariné e pagés, kursimit,
financimit dhe aktivitetit té pérditshém
bankar.

Banka OTP Albania shérben si njé késhillues
i besuar ndaj klientéve pagamarrés né ¢do
hap té zhvillimit té tyre financiar me njé
interaktivitet té larté, me njé model gé i
pérshtatet té gjithé segmenteve me géllimin
final pér t'i shérbyer klientéve pér ¢do
nevojé té tyre bankare. Klientét pagamarrés
pérfagésojné segmentin mé té réndésishém
té klientéve Individé duke prodhuar njé
vleré afatgjaté dhe duke kontribuar né
pérfitueshméri mé té larté né Retail. Baza e
pagamarrésve éshté pérmirésuar nga viti né
vit me 12%, né pérputhje me objektivin toné
pér té performuar vazhdimisht mbi 10%.

Né linjé me strategjiné e Grupit pér té
zgjeruar rrjetin e degéve né zona me
mundési biznesi, ne vijuam me celjen e

2 degéve té reja né Tirané. Degét jané té
vendosura né zona té spikatura, zona e
Bllokut dhe né autostradén Tirané-Durrés,
pér t'u shérbyer nevojave té té gjitha
kategorive té klientéve. Té dyja degét e reja
uinaguruan né Tetor 2019 duke shtriré mé
gjeré zonén e mbulimit né kryeqytet, si
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pjesé e objektivit toné strategjik pér té gené
sa mé prané klientéve tané. Degét e reja sé

bashku me degén gendrore ‘Kullat Binjake’,
jané hartuar sipas standardeve té grupit né
aspektin e ndértimit dhe vizibilitetit.

Ne e rritém praniné toné me 3/
vendndodhje né té gjithé vendin dhe né

té njéjtén kohé pérshtatém ményrén e
shérbimit ndaj klientéve me kanale mé
inovative né drejtim té pérmirésimit té
infrastrukturés digjitale.

Kjo nénkupton njé rritje té shérbimeve
késhilluese té lidhura me ngjarjet e jetés
dhe shérbimet e kérkuara né lidhje me
banking-un e pérditshém. Degét do té
vazhdojné té jené njé kanal i réndésishém
komunikimi pér klientét duke u fokusuar né
ofrimin e njé shérbimi té ploté bankar pér té
pérmbushur pérvojén e klientit, si njé nga

géllimet strategjike mé té réndésishme té
grupit.
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Produktet

Té genit pjesé e njé grupi shumé té
réndésishém si OTP, ka béré gé viti 2019 té
jeté njé vit tepér sfidues. Divizioni Retail,
ka vijuar zhvillimin e biznesit duke véné
fokusin né strategjiné e bankés si até té
Grupit OTP pér Shqipériné. Banka OTP
Albania ofron pér klientét e saj njé gamé
té ploté dhe transparente té produkteve
bankare, si edhe njé cilési té larté shérbimi,
duke u pozicionuar shumé géndrueshém
né treg. Viti 2019 ka gené njé vit me
performancé shumé té miré, ndikuar tepér
pozitivisht edhe nga integrimi me Grupin
OTP.

Népérmjet financimit me produktet e
kredive hipotekore dhe konsumatore,
Banka OTP Albania ka ndihmuar mijéra
klienté né té gjithé vendin, té cilét kané
investuar né blerjen ose rikonstruksionin e
shtépive, ose duke pérmbushur nevojat e

tyre konsumatore.

Pérvec ofertave té ndryshme promocionale
pér Kredité Hipotekore me norma tepér té
favorshme té kombinuara me afatet, Banka
OTP Albania éshté angazhuar gjithmoné

né bashképunim me klientét pér té gjetur

zgjidhjet mé té favorshme pér situata té
ndryshme financiare.

Kredité Konsumatore kané gené né fokus
té vazhdueshém dhe ofertat promocionale
gjithmoné té shogéruara me norma interesi
té favorshme. Pérvec financimit té klientéve
pagamarrés, prioritet i éshté dhéné edhe



klientéve té tjeré konsumatoré duke
pérfshiré kétu edhe klientét me té ardhura
nga aktiviteti privat.

Duke mbajtur né vémendje zhvillimet dhe
ndryshimet e vazhdueshme té nevojave té
klientéve pér kredité konsumatore, kemi
pérmirésuar produktin toné duke rritur
vlerén e financimit deri né 2,000,000 LEK.
Prioritet tjetér ka gené dhe mbetet edhe
rifinancimi i huamarrésve ekzistues pér té
mbéshtetur pérmbushjen e nevojave té tyre
konsumatore pér kredi.

Banka vijon té keté njé bashképunim té
suksesshém me njési tregtare té ndryshme
né té gjithé vendin, duke ofruar pér klientét
krediné konsumatore "Mini Express”, né

shumeé raste me normé interesi 0%.

Né funksion té integrimit me Grupin e ri
Banka OTP Albania gjaté vitit 2019, jo vetém
qé zévendésoi portofolin ekzistues té
kartave me njé imazh té ri dhe inovator me
logon 'OTP', por prezantoi njé produkti té ri,
kartén Debit MasterCard. Né té njéjtén kohé,
té gjitha kartat e reja té léshuara nén logon
OTP tashmé ofrojné funksionin “Contactless”
dhe limite mé té larta né pérdorim duke
lehtésuar klientét né kryerjen e veprimeve

me to.

@ otpbank
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Banka OTP Albania éshté gjithashtu
prezente né treg me rrjetin e saj prej //
ATM-ve, njé numeér ky gé u rrit né ményré
té vazhdueshme pérgjaté vitit 2019 dhe me
plane té tjera zgjerimi edhe pérgjaté 2020,
pérfshiré funksionalitete shtesé depozitimi
dhe térhegje né monedhat Leké dhe Euro.

Pérmirésimi i vazhdueshém i teknologjisé
né funksion té pérmirésimit té eksperiencés
sé klientit, &shté pjesé e pandaré e
strategjisé sé bankés dhe Grupit OTP.
Pérgjaté viteve banka ka gené e pérkushtuar
pér té pérmirésuar cilésiné e platformés
Online Banking dhe pér té lehtésuar klientét
né pérdorimin e saj dhe administrimin e
financave té tyre népérmjet aplikacionit

né telefona celularé apo aksesit népérmjet
kompjuterit.

Me synimin pér ta béré bankén mé té
aksesueshme éshté thjeshtuar procesi

i marrjes sé kredencialeve té reja
telefonikisht duke komunikuar 24/7 me
Qendrén e Shérbimit té Cilésisé apo
asistuar nga Dega. Banka OTP Albania,
ofron gjithashtu njé gamé té gjeré té
produkteve depozité duke i ofruar klientéve
formé investimi té thjeshté dhe té sigurt.
Pavarésisht tendencés sé tregut drejt
normave té uléta té interesit, ne u kemi
mundésuar klientéve produkte alternative
té depozitave me terma dhe norma interesi

shumé konkurruese né té gjithé monedhat.
Paketat e produkteve dhe shérbimeve jané
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njé mundési e miré pér té inkurajuar té
gjithé klientét, pagamarrés dhe jo vetém, né
rritjen e pérdorimit té shérbimeve bankare,
cdo dité dhe sa mé thjeshté. Gjithashtu

pér klientét kredimarrés dhe ata me Karté
Krediti éshté krijuar njé paketé me produkte/
shérbime shtesé pér té menaxhuar krediné/
kartén pa asnjé kosto shtesé.

Né gamén e gjeré té lehtésive pér klientét
ofrohet gjithashtu mundésia e shlyerjes sé
detyrimeve té pagesave utiliare né degg,
platformén Online Banking apo shérbimin e
Debitimit Direkt. Shkémbimi i informacionit
né kohé reale me té gjithé operatorét

e kétyre shérbimeve bén gé klientét té
informohen mbi detyrimin, té kryejné
pagesén dhe té informohen mbi statusin e

saj né moment.

Segmenti i Ndérmarrjeve té Mesme dhe té
Vogla (NMV)

Segmenti i Ndérmarrjeve té Mesme dhe

té Vogla (NMV) po fiton njé vémendje

té madhe né linjén e biznesit né Rrjetin

e Degéve OTP. Pérgjaté viteve té fundit
bizneset e vogla dhe profesionet e lira
kané patur njé zhvillim solid ku Banka OTP
Albania me 37 degét e saj kané kontribuar
duke i shérbyer késaj kategorie. Duke paré
zhvillimet e réndésishme gé ky segment
ka pasur vitet e fundit éshté kthyer dhe

né fokusin e Bankés OTP Albania si njé

nga sektorét mé premtues. Gjithashtu,
gjendja e trequt aktual tregon qé rritja

e kétij segmenti po ecén né ményré té
géndrueshme dhe té shpejté krahasuar me
segmentet e tjeré.

Népérmjet njé procesi té mirémenaxhuar
dhe gé ofron fleksibilitet té nevojshém,
Banka OTP Albania iu ofron klientéve njé
game té gjeré produktesh si: investime né
pasuri, financime afatshkurtra pér kapital
punues, Financat Tregtare gé pérmbushin
detyrimin kontraktues me palét e treta dhe
Leasing. Gjithashtu edhe produkte té tjera,
si depozita apo paketa té dizenjuara gé i
pérshtaten kétij segmenti.

Né vitin 2019 segmenti NMV ka realizuar
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pozicionin e tij né treg né té njéjtin nivel me
segmentet e tjera té Bankés OTP Albania

né sajé té impenjimit dhe pérpjekjeve

té médha. Qéllimi kryesor pér té arritur
objektivin ka gené ofrimi i njé ekspertize

té larté pér klientét tané, si dhe ofrimi i
njé shérbimi cilésor té orientuar drejt njé
zqjidhjeje transparente dhe té shpejté.
Bazuar né analizat analitike né portofolin

e segmentit NMV né Shqipéri, nxitur dhe
nga OTP Group, ka patur ndryshime né
produktet e ofruara ndaj kétij segmenti.
Qéllimi kryesor ka gené plotésimi i kérkesés
sé trequt népérmjet njé procesi sa mé té
lehté dhe né té njéjtén kohé pérshtatjen e
karakteristikave té produkteve me géllim
rritjen e kredidhénies. Kéto ndryshime jané
béré me njé qasje té kujdesshme kundrejt

politikave té riskut né té njéjtén kohé.

Né fakt rezultatet tregojné garté se

ky segment i cili éshté i bazuar né
transparencé dhe efikasitet, ka patur rritje
vit pas viti. Gjaté vitit 2019 segmenti NMV
dhe Profesioneve té Lira ka patur rritje

né peshén e portofolit té Kredisé Retail.
Respektivisht, Segmenti i Profesioneve té Lira

éshté rritur me zz.ho/a
dhe i NVM me zaohn/a né terma

oustanding e krahasuar me vitin 2018.

Segmenti i NVM (pérfshiré NMV dhe
Profesionet e lira) mbetet njé nga sektorét
mé té réndésishém pér bankén. Ky segment
mbetet njé fokus i vecanté edhe pér Grupin
OTP. Banka OTP Albania éshté duke krijuar
pérmirésime té procesit pér kété segment
me géllim gé té rrisé aksesin e klientéve
né kredidhénie. Segmenti ka njé fokus té
vecanté pasi Banka OTP Albania i sheh
klientét si njé nga promovuesit mé té miré
té produkteve té saj. Banka OTP Albania
do té vazhdojé edhe né vitet e ardhshme
me oferta speciale té dedikuara ndaj kétij
segmenti.



' Administrimi

Riskut




Banka OTP Albania ka ndértuar dhe
konsoliduar kulturén e saj té menaxhimit
té riskut né pérputhje me zhvillimet
rregullative.

Rreziku manaxhohet pérmes:

* Organizimit dhe mekanizmave specifike;

* Politikat dhe treguesit e nivelit té
déshiruar té riskut;

* Procedurat gé pérfshijné standardet mé
té larta té riskut té zbatuara né té gjithé
grupin;

e Limitet lokale né fuqi;

* Njé gamé té gjeré kontrollesh.

Monitorimi rregullator dhe monitorimi
operacional sigurohen népérmjet:

e Raportimit té dedikuar me
pérputhshmeériné e nivelit mé té larté
me standardet e Bankés sé Shqipérisé
dhe ato té IFRS.

* Treguesve sasioré dhe cilésoré né
standardet lokale dhe té grupit né
ményré té rrequllt dhe té detyrueshme.

Banka OTP Albania respekton né ¢do kohé
rrequllat dhe kufizimet e detyrueshme nga

kuadri ligjor dhe rregullator i Bankés sé
Shqipérisé, si dhe ¢do kufizim té pércaktuar
nga banka mémé (dhe normativa
rregullatore e Grupit) apo ofruesit e tjeré té
fondeve.

Kultura e forté dhe pérmirésimi i
vazhdueshém lejojné mbéshtetjen e
zhvillimit té portofolit toné té kredisé duke
mbajtur nén kontroll té rrepté risget tona,
duke rezultuar me nivelin e NPL-sé ndér mé
té ulétit né sistemin bankar shqiptar.

Té gjitha llojet e RISKUT trajtohen pérmes
strukturave té posagme

Struktura organizative e Departamentit
té Menaxhimit té Riskut éshté pérshtatur
pér té mbéshtetur mé miré zhvillimin e
OBA.

Departamenti i Riskut éshté i organizuar
dhe pérgendruar né rreziget dhe
monitorimin e portofolit pér t'i shérbyer mé
miré kérkesave té klientéve dhe gjenerimit
té portofolit té ri.

DIVIZIONI | FINANCES DHE RISKUT

DEPARTAMENTI | MENAXHIMIT TE RISKUT

Sektori i
Riskut Retail

Sektori i
Aprovimit té
Kredive Korporaté

Vlerésues
Kolaterali

Analiza e
Kredive Retail

Analiza e Kredive
Korporaté

Input né EWS
(sinjalet e
paralajmérimit
té hershém)

Aplikacioni i
Kredidhénies

Modelim i té
dhénave

Monitorim

dhe Analizé e
portofolit

Indikatorét e

Rikuperimit nga

NPL
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Sektori i Manaxhimit
té Kredisé dhe Riskut

Sektori i Riskut
Operacional

Sektori i
Rekuperimit
té Tregut

Faza e Klientéve
sensitivé

Provigjonimi

Monitorimi i Faza e Kredive

Portofolit Korporaté NPL

Raportimet Faza ligjore

Rregullatore

Risku i Marrédhéniet me
tregut dhei kompanité e jashtme
kundérpartisé té mbledhjes sé
borxhit




Parimet e Riskut té Kredisé jané
pérforcuar pér té menaxhuar zhvillimin,
si né portofolin Retail, ashtu edhe né até
Korporativ.

Politikat e administrimit té riskut né
Bankén OTP Albania jané projektuar pér

té identifikuar dhe analizuar té gjitha

llojet e rrezigeve, pér té vendosur limite

té pérshtatshme té rrezikut dhe kontrollit
dhe pér té monitoruar rreziget dhe
respektimin e limiteve népérmjet sistemeve
té besueshme dhe té pérditésuara
administrative dhe té informacionit.

Banka OTP Albania rishikon rregullisht
politikat dhe procedurat e administrimit
té riskut duke synuar kurdoheré praktikat
mé té mira dhe pérputhshmériné me
normativat bankare té Grupit. Vazhdimisht
vihet theksi mbi pérgjegjshmériné dhe
profesionalizmin individual té ndértuara
dhe pérforcuara népérmijet trajnimeve,
pér té krijuar njé kulturé dhe mjedis té
disiplinuar dhe konstruktiv.

Niveli i déshiruar i riskut dhe politikat e
huadhénies pércaktohen dhe rishikohen
rregullisht me anétarét e Bordit dhe
Komitetit Ekzekutiv, duke pérfshiré: sektorét
e synuar, industrité, klientét, segmentet,
lloji i produkteve, garancité dhe nivelet e
pranueshme té riskut.

Banka ka patur njé rritje té vazhdueshme
vit pas viti, pas njé rritjeje né nivele mé té
uléta gjaté vitit 2018, rritja e portofolit té
kredisé u rikthye me ritme té géndrueshme

Pérbérja e Portofolit té kredisé dhjetor 2018

gjaté vitit 2019, ndérkohé gé niveli i NPL-sé
u ul nén 6%, ndér mé té ulétit né sistemin
bankar shqiptar, si pasojé e standardeve té
larta té kreditimit dhe monitorimin e miré té
ekspozimeve.

Provigjionimi, duke patur ndikim kyc né
rezultatin financiar pérfundimtar té bankeés,
éshté nén pérgjegjésiné e Departamentit
té Menaxhimit té Riskut, si né rrequlloren
lokale ashtu edhe né até IFRS.

Banka OTP Albania ndjek rreptésisht
rregullat e Bankés sé Shqipérisé dhe té
IFRS, duke i materializuar né procedura dhe
politika té garta gé menaxhojné procesin e
provigjionimit.

Duke u pérballur me mjedisin ekonomik
shqgiptar, Banka OTP Albania synonte té
rriste mbulimin e nivelit té provigjonimit gé
nga viti 2015, sidomos né stokun e NPL-ve.
Mbulimi né provigjion ka vijuar té rritet vit
pas viti, duke arritur né nivelin e mbulimit
prej 75% né fund té vitit 2018 né portofolion
NPL. Kjo rritje ka ardhur edhe si pasojé e
implementimit té metodologjisé sé re té
IFRS 9 prej 01 Janar 2018. Pér vitin 2019,
niveli i provigjionimit pér portofolin NPL

ka géndruar né nivele té njéjta 73% dhe
banka ka filluar implementimin e disa
ndryshimeve né metodologjiné e

IFRS 9. Ky nivel i arritur né vitet e fundit ka
garantuar njé administrim té kujdesshém
té portofoleve té bankés. Pér fshirjen e
kredive me probleme jané marré masa

sic rekomandohet prej Rregullatorit si né
segmentin Retail, ashtu edhe até Korporativ.

Pérbérja e Portofolit té kredisé dhjetor 2019
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Rreziqet e Tregut

Rreziku i trequt éshté rreziku i humbjeve
gé rezultojné nga ndryshimet né ¢mimin
e produkteve té tregut dhe luhatshmérisé
sé kursit té kémbimit té monedhave. Pas
ndarjes sé pozicioneve té trequt dhe atyre
strukturore, monitorimi i riskut té tregut
konsiston né monitorimin e limiteve té
pozicioneve té hapura té trequt brenda
kufijve té miratuara nga Bordi, té cilat
menaxhohen si né nivel lokal ashtu edhe
gendror né baza ditore. Qéllimi éshté
pérfitimi nga variacionet e pritshme né
kurset e kémbimit té valutave.

Respektimi i té gjitha limiteve béhet me
metodén mé konservatore té¢ mundshme.

Monitorimi i pérditshém pérfshin:
- rrezikun e kundérpartisé;
- rrezikun e pagesés; dhe

- rrezikun e zévendésimit

Pérputhshméria duhet té pérmbushé
mbrojtjen e interesave té klientit,
transparencén dhe konfidencialitetin.

Banka garanton qasje té barabarté pér
klientét ndaj huave dhe refuzon aplikimet
pér kredi vetém kur ato bazohen né shkelje
té politikave dhe procedurave, ose faktorét e
riskut jané mé té larta se ato té pranueshme
nga banka.

Banka paraget né ményré plotésisht

transparente kushtet dhe normat e kredisé,
Si njé pjesé thelbésore e marrédhénieve té
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saj me klientét. Banka siguron gé klientét

e saj t'i kuptojné miré kéto terma dhe
kushte dhe té marrin vendimet né lidhje me
huané gé i pérshtatet mé miré interesit té
tyre. Punonjésit e bankés ofrojné té gjithé
informacionin e kérkuar pér klientét lidhur
me termat dhe kushtet e kredisé.

Té gjitha aspektet e marrédhénieve

té klientit me bankén jané rreptésisht
konfidenciale. Punonjésit e bankés sigurojné
qé té gjitha té dhénat dhe informacionet
mbi klientét té mirémbahen dhe té jené né
dispozicion vetém pér personelin pérkatés
té bankés.

Banka éshté e detyruar té léshojé
informacionin e kredisé pa pélgimin e
klientit, vetém kur njé urdhér gjykate i
paragitet bankés, kur kérkohet nga Banka e
Shqipérisé, ose nga institucione té tjera gé
kané té drejta té tilla ligjore.

‘Rreziget Operacionale’ drejtohet nga
njé njési e posagme né ményré qé té
mbulohen té gjithé aspektet e bankés.

Menaxhimi i Riskut operacional béhet

nga sektori i Riskut Operacional i

cili éshté rikthyer nén strukturén e
Departamentit té Menaxhimit té Riskut,
pasi ka gené e pérfshiré pér disa vjet brenda
Departamentit té Sekretariatit Korporativ.

Rreziget e AML dhe CFT trajtohen me
kujdesin e duhur gé nga momenti i
vendosjes sé marrédhénieve me klientin



(Njih Klientin Ténd), filtrimin e profilit dhe
analizén e transaksioneve té klientit, gjaté
gjithé jetégjatésisé sé marrédhénies sé tij
me bankén.

‘Rreziqet e likuiditetit' administrohet

né Departamentin e Financés pérmes
funksionit té ALM né bashképunim me
Departamentin e Thesarit.

Megjithaté, né fushén e veprimtarisé sé

saj té administrimit té likuiditetit, OBA
bashképunon me disa banka jorezidente
dhe rezidente (kétu pérfshihen vetém disa
prej bankave mé té mira evropiane dhe
disa banka té njohura shqiptare), té cilat i
nénshtrohen vlerésimit periodik té rrezikut
té kundérpartisé dhe kufizimeve nga
departamentet e specializuara né Drejtoriné

Qendrore (Banka Mémé). Né nivel lokal,
Departamenti i Thesarit dhe Departamenti
i Menaxhimit té Riskut né Bankén OTP
Albania jané pérgjegjés pér monitorimin e
pérputhjes sé ploté me limitet e miratuara
té paléve.

‘Rreziqet Strukturore'

Risku Strukturor pérfshin rreziget e

normes sé interesit dhe té kursit té
kémbimit, té cilat jané rrezige té humbjes
apo zhvlerésimit té aseteve té bankés gé
rrjedhin nga luhatjet né normat e interesit,
ose kurset e kémbimit. Funksioni ALM nén
Departamentin e Financave monitoron kéto
rrezige.
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Kryefjala e vitit 2019 pér bankén né
pérgjithési dhe né vecanti pér mbéshtetjen
operacionale, ka gené integrimi me Grupin
OTP. Gjaté kétij viti, jané béré pérpjekje
maksimale gé ndarja nga shérbimet

e ofruara nga grupi i méparshém dhe
integrimi me shérbimet dhe standardet e
grupit té ri, té béheshin sa mé natyrshém,
pa incidente dhe duke ruajtur cilésiné e
larté té shérbimit, si pér klientét ashtu edhe
pér punonijésit tané. Pérmbushja me sukses
e kétij misioni u realizua né njé kohé rekord
prej mé pak se njé viti. Kjo falé mbéshtetjes
sé vazhdueshme té menaxheréve lokalé
dhe gendroré, njé planifikimi dhe ndjekje té
kujdesshme té detyrave, ideve inovatore té
grupit té punés, por mbi té gjitha falé stafit
profesional e té dedikuar té bankés.

Pérgjateé vitit 2019, u realizuan investime
té konsiderueshme kryesisht kérkesa

té integrimit. Investimet me peshén mé
té madhe ndér shumé gé u realizuan, u
pérgendruan né fusha si:

pérmirésimi i infrastrukturés sé sistemit
gendror té bankés,

80%
zévendésimi aférsisht i (4]

té serverave dhe pajisjeve té rrjetit,

zévendésimi total i PC - ve té bankés,
domaini ri dhe njé shérbim i ri email,

linja té reja komunikimi me platformat
gendrore té grupit dhe procesorit té
kartave, ribrandimi i té gjitha mandateve
té gjeneruara nga sistemi gendror et;j.

E gjithé kjo puné masive u realizua né

té njéjtén kohé gé aplikacionet e bankés
vazhdonin té performonin me cilési té larté
pa asnjé incident madhor, si pér klientét
ashtu edhe pér punonjésit. Pérvec sa mé
sipér, kolegé té IT-sé u pérfshiné né projekte
té réndésishme té bankés si: migrimi

né platformén e re SWIFT, zévendésimi

i aplikacionit té pérputhshmérisé,
standardizimi i raporteve (pérmirésimi i
Data Warehouse), dhe sistemi i ri treasury

KONDOR +.

Shérbimet Mbéshtetése (Back Office)
vazhdoi pérpjekjet pér té automatizuar dhe
pérmirésuar sa mé shumeé procese, apo té
kontraktojé me pale té treta aktivitete jo
strategjike pér bankén. E gjitha kjo pér t'u
fokusuar né procesimin gjithnjé e né rritje
té kérkesave té biznesit.

Numrii pagesave né nisje brenda vendit
dhe ndérkombétare ka gené né té njéjtat
nivele pérgjaté vitit 2019, ndérkohé gé vihet re

eriteme 10%2
nje rritje me 0 pagesave né

ardhje dhe ndérbankare.

40%
Rreth (] pagesave né nisje

pérgjaté vitit 2019 jané kryer nga platforma
digjitale e bankés. Kjo rritje e aktivitetit
éshté reflektuar edhe né rritjen e pjesés sé
trequt pér bankén, duke arritur né rreth

8%
Ot pjesés sé tregut

né pagesat lokale (AECH).

Né fund té vitit 2019, banka arriti njé rritje té

konsiderueshme prej 5 O té rasteve

té kredive té disbursuara né sistem. Ndér
proceset e reja qé u shkarkuan nga punét
operacionale té rrjetit té degéve jané
regjistrimi i siguracionit, mbyllja totale ose
e pjesshme e kredive, riskedulimi i kredive,
ndryshimi i datés sé késtit té kredive et].

Ky centralizim u lejoi degéve té jené mé té
fokusuara né aktivitetin shités, ndérkohé gé
garantojné njé nivel mé té larté kontrolli.

Né vitin 2019, pér heré té paré né tregun
bankar né Shqipéri, banka joné krijoi
partneritet me njé palé té jashtme pér
té rritur mbulimin e rrjetit té ATM-ve me

e 19% )

Né kété ményré banka béhet prezente
me 91 ATM né total té shpérndara né té
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gjithé territorin e vendit. Ky partneritet

jo vetém garantoi njé shérbim mé cilésor
pér klientét, duke rritur prezencén
sidomos né zonat turistike, por rezultoi

né njé menaxhim mé té miré té kostove
dhe fitimeve té gjeneruara si pasojé e
pérdorimit té shérbimit nga kartémbajtésit
ndérkombétaré.

Pérgjateé vitit 2019 éshté dhéné kontribut

i réendésishém né ribrandimin e kartave

si kérkesé e integrimit me grupin, duke
implementuar suksesshém kartén e re
contactless, zévendésimin e kartés Maestro
me kartén e re té debitit MasterCard,
pérgatitja e terrenit pér kalimin né nivelin
3D secure té sigurisé sé transaktionit online
me karté bankare, zgjatjen e validitetit té
kartés né 5 vite etj.

[ ] ]

Njé efekt mjaft pozitiv éshté arritur edhe
nga optimizimi i proceseve té ndryshme
siai i menaxhimit té limiteve té kartave,
automatizimi dhe reset-imii kodeve MOTP,
ndryshimi automatik i numrave té telefonit
pér klientét né platformat e kartave etj.
Gjithashtu, jané optimizuar kanalet digjitale
duke ofruar njé pamje té re pér klientét

korporaté. Né bashképunim me kolegét e
divizioneve té Retail dhe Biznesit, éshté béré
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e mundur rritja e klientéve té rinj té kétyre

12%
platformave, me 0 pér klientét

retail, dhe 15 /0 pér klientét biznes.

Versioni mobile i aplikacionit vazhdon té
mbetet i preferuari pér klientét individ ku

80%
rreth O e trafikut gjenerohet

prej tyre.

Burimet Materiale (General Resource), né
bashképunim me Marketingun sollén né
jeté markén e re OTP me gjithé kérkesat pér
aplikim té markés sé re, vizualisht. Ribrandimin
e té gjithé rrjetit té degéve, si njé kérkesé e
réndésishme e integrimit u krye né kohé rekord
duke vendosur madje njé standard té ri né treg.
Njé volum i jashtézakonshém pune i realizuar
né ményré té suksesshme né kag pak kohé.
Pérvec késaj, departamenti ka gené né gjendje
té mbéshtesé edhe hapjen e dy degéve té reja
gjaté vitit 2019 né pozicione té réndésishme pér
klientét tané dhe ribrandimin e ploté té degés
kryesore Twin Towers, duke lejuar bankén té
vazhdojé implementimin e strategjisé sé saj
pér té rritur prezencén né qytetet kryesore

té Shqipérisé. Gjithashtu, jané realizuar
riorganizimi dhe optimizimi i arkivés sé vjetér
dhe hapja e njé arkive té re pér t'u pérshtatur
mé miré nevojave té biznesit.

Projektet dhe Organizimi, vijoi me planifikimin
dhe ndjekjen e projekteve té bankés. Iniciativat
kryesore lidhen me programin e integrimit
dhe shképutjen nga platformat dhe shérbimet
e grupit té méparshém. Ekipi i konsoliduar
tashmé i menaxheréve té projekteve, kané
drejtuar programet mé strategjike dhe
komplekse, duke pérballuar barrén kryesore

té portofolit té projekteve té bankés. Pér
bankén, kénagésia e klientit &shté kryesore.

Pér kété arsye pérpjekjet e departamentit jané
fokusuar né parametrizimet e nevojshme né
sistem pér plotésimin e kérkesave té klientit,
duke respektuar njékohésisht edhe rrequllat

e vendosura. Gjaté kétij viti, departamenti ka
mundur té procesojé me sukses mbi 10,000
kérkesa specifike pér kushtet e punés, gé i kané
shérbyer mé shumé se 1,300 klientéve té bankés






Banka OTP Albania punon né pérputhje me
drejtimin strategjik té kompanisé dhe ka pér
géllim pérkrahjen e biznesit dhe zhvillimin
e punonjésve té saj. Ne jemi shumé krenaré
pér skuadrat gé mbéshtesin objektivat
tregtaré té bankés, dhe arritjet e saj jané
ilustrim i garté i cilésisé sé individéve si
kontribues té drejtpérdrejté me punén e
tyre né performancé, por edhe té sinergjisé

qé krijohet nga puna né skuadér.

Gjaté vitit 2019 njé vémendje e vecanté
iu kushtua promovimit té punonjésve té
brendshém, duke promovuar 41 prej tyre.

Gjithashtu, gjaté kétij viti u punua

pér forcimin e markés OTP Albania si
punédhénés né tregun shqiptar, si né
mjedisin e brendshém, ashtu edhe até té
jashtém me géllim sigurimin e objektivave
afatgjata né fushén e rekrutimit.

Punésimi

Né fund té vitit 2019, stafi i Bankés OTP
Albania pérbéhej nga 454 punonjés, nga
té cilét 243 (53.5 % e stafit) punojné né
Drejtoriné e Pérgjithshme dhe 211 (46.5 %
e stafit) punojné né Rrjetin e Degéve té
Bankés.

Stafi éshté i pérbéré nga 315 femra
(69.4%) dhe 139 meshkuj (30.6%).

Mosha mesatare e punonjésve té bankés
éshté 36 vjec.

Né Bankén OTP Albania mbi 94 % e stafit
jané me arsim té larté dhe me arsim
pasuniversitar.

Gjaté vitit 2019, ka patur 80 punésime té
reja prej té cilave 50 (62.5%) jané punésime
né Drejtoriné e Pérgjithshme, dhe 30 (37.5%)
jané punésime né Rrjetin e Degéve.

38

Prej punonjésve té rinj,

5 5 (68.75%) jané femra
dhe 25 (31.25%) jané meshkuj.

Rekrutimi

Duke marré né konsideraté dinamikén e
strukturés organizative dhe kontributin e
cdo pozicioni né zhvillimin dhe ecuriné e
bankés réndési shumé e vecanté né Bankén
OTP Albania i jepet rekrutimit dhe trajnimit
pér secilin punonjés té ri.

Banka investon né ményré té vazhdueshme
né punésimin e té rinjve dhe njerézve té

arsimuar. Ajo mbéshtet maksimalisht stafin
e saj népérmjet menaxhimit mjaft cilésor té
sistemit té pagave dhe kompesimit té stafit,
dhe njékohésisht duke aplikuar kredi me

norma interesi preferenciale pér stafin e saj.

Cjaté vitit 2019, ashtu si edhe ¢do vit tjetér,
Banka OTP Albania i ka kushtuar réndési té
vecanté edhe programeve té praktikés pér
té sapo diplomuarit apo edhe studentét
né vazhdim té studimeve universitare apo
pasuniversitare. Programi i Internshipit
éshté konsideruar njé mjet shumeéii
suksesshém pér té térhequr brezin e ri.

-
o




Trajnimi dhe Zhvillimi i
Punonjesve

Trajnimi dhe zhvillimi i punonjésve kané gené
né fokus gjaté vitit 2019 me géllim pérmirésimin
e performancés individuale té punonjésve dhe
sigurisht té bankés né pérgjithési.

Té dhénat e pérgjithshme té trajnimeve pér vitin
2019, prezantohen né tabelén e méposhtme:

2019

Nr. Total i Oréve té Trajnimit

Nr. Total i Ditéve té Trajnimit

1,490

Nr. punonjésve té trajnuar té paktén njé heré

455

Nr. mesatar i oréve té trajnimit pér punonjés

26.2

Gjaté vitit 2019, trajnimet dedikuar té gjithé
punonjésve té bankés jané fokusuar né fushat e
méposhtme:

- Integrimi me Grupin OTP;

- Zhvillimi i kulturés manaxheriale;

- Rritja e eficiencés komerciale;

- Forcimi i kulturés sé riskut;

- Nxitja e bashképunimit me punonjésit e rinj;

Disa té dhéna pér vitin 2019:

2019

455

Punonjés kané marré pjesé né té paktén njé
trajnim gjaté vitit

26.2

Nr. mesatar i oréve té trajnimit pér punonjés

3.8 Euro

Kosto mesatare pér oré trajnimi

101.2 Euro

Kosto mesatare pér ¢cdo punonjés té trajnuar

Orét e trajnimit sipas kategorive

e I N

IT
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Shpérndarja e trajnimeve pér stafin e Rrjetit
té Degéve kundrejt stafit té Drejtorisé sé

Pérgjithshme paragitet si mé poshté:

Politika e Shpérblimit

Qéllimi i pérdorimit té skemés sé shpérblimit pér

punonjésit e Bankés OTP Albania éshté arritja e
objektivave vjetoré. Skema e shpérblimeve ka si
géllim té stimulojé rezultatet e punonjésve dhe
cilésiné e shérbimit dhe produkteve né ményré
Qé té rriten rezultatet e gjithé bankeés. Té gjithé
punonjésit e bankés jané pjesé e njé skeme
shpérblimi bazuar né pozicionin pérkatés. Né
rast se njé punonjés éshté pjesé e njé skeme
ainuk mund jeté pjesé e njé skeme tjetér
shpérblimi né banké.

Pérbérésit e shpérblimeve né Bankés OTP
Albania jané ndaré né tre pérbérés:

1. Paga bazé (fikse)

2. Paga variable

3. Pérfitime té tjera

Paga bazé

Paga bazé pérfagéson té ardhurat bruto
pérjashtuar pérfitimet e tjera dhe bonuset.

a. Pércaktimi i pagés bazé pér punonjésit lidhet
me elementét si mé poshté:

- Pérgjegjesité e pozicionit dhe aftésité
profesionale gé kérkohen pér kété pozicion
-Ruajtja e njé niveli page konkurruese né treg

- Eksperiencén e punonjésit né kété pozicion

- Strukturén e gradés pér kété pozicion

b.Ndérkohé rritja e pagés bazé pér punonjésit
lidhet me plotésimin e kritereve si mé poshté:

- Performancén e punonjésit

- Nivelin e pagés sé punonjésit krahasuar me
nivelin e pagés sipas gradés

- Buxhetin vjetor pércaktuar pér rritjen e pagave
- Promovimi i punonjésit né njé pozicion me
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pérgjegjési mé té madhe
- Periudha gé ka kaluar nga rritja e fundit e
pages

Pagat bazé pér Bordin e Menaxhimit
pércaktohen sipas politikave té Grupit OTP
Bank.

Paga variabél

Paga variabél éshté e lidhur me rezultatet e
performancés vjetore té punonjésve dhe shitjet
e kryera. Procesi i vlerésimit té performancés
sé stafit béhet ¢do vit. Vlerésimi i performancés
béhet e ndaré né dy pjesé: vlerésimi cilésor dhe
vlerésimi sasior.

Bonusi pér forcén shitése bazohet né shitjet e
realizuara gjaté tremujorve, dhe shpérndahet
cdo tremujor forcés shitése bazuar né rezultate
(4 heré né vit).

Bonusi pér stafin mbéshtetés té Drejtorisé

sé Pérgjithshme shpérndahet njé heré né vit
bazuar né performancén vjetore, pa tejkaluar
buxhetin e akorduar pér kété bonus.

Sipas politikés sé shpérblimeve té Grupit OTP
Bank, Drejtuesit Ekzekutivé dhe disa pozicione
té tjera drejtuese pérfitojné bonus bazuar

né pozicionin e tyre, performancén dhe né

njé pérgindje té pércaktuar pér cdo pozicion.
Pozicionet qé pérfshihen né kété kategori
pércaktohen sipas kritereve té Grupit OTP Bank.
Késhilli Drejtues shpérblehet né bazé té njé
marréveshje me njé pagesé fikse mujore.

Pérfitime té tjera

Pérfitime té tjera mund té jené né formé
monetare ose jo-monetare si mé poshté:

- Shpérblim pér leje lindje

- Kontroll mjekésor

- Paketa telefoni

- Dieta pér udhétime

- Karburant

- Dhurata pér fémijét né vitin e ri
- Shpérblim njé pagé



Format dhe elementét e shpérblimit pér
Drejtues Ekzekutiv (cdo fund viti),
(shumat né Leké '‘000)

VLERATOTALE E AGREGUAR PAGESAVE E MENJE_I_-IERESHME/PER PER PERIUDHA TE
DHE SHPERBLIMEVE PER VITIN FISKAL PERIUDHEN AKTUALE 2019 KALUARA 2018

Elemente té pandryshueshém 77,320 54,651
té shpérblimit

Cash/bonus 54,651
Aksione
Té tjera

Elemente té ndryshueshém
té shpérblimit

Cash/bonus

Aksione

Té tjera

Format dhe elementét e shpérblimit pér
Drejtues Ekzekutiv (cdo fund viti),
(shumat né Leké '‘000)

VLERATOTALE E AGREGUAR PAGESAVE E MENJE_I_-IERESHME/PER PER PERIUDHA TE
DHE SHPERBLIMEVE PER VITIN FISKAL PERIUDHEN AKTUALE 2019 KALUARA 2018

Elemente té pandryshueshém 8,644 2,958
té shpérblimit

Cash/bonus 2,958
Aksione

Té tjera

Elemente té ndryshueshém
té shpérblimit

Cash/bonus
Aksione

Té tjera
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Pergjegjésia Sociale
e Korporatés

Si njé ndér aktorét kryesoré né tregun
bankar shqgiptar, Banka OTP Albania gézon
mbi 10% té trequt bankar shqiptar né
portofol kredie, ajo operon népérmjet njé
rrjeti prej 38 degésh dhe 81 ATM. Ky rrjet

u zgjerua me 2 degé dhe 3 ATM té reja si

rezultat i zbatimit té strategjisé tre vjecare
pér zgjerim dhe forcim.

Né kuadrin e pérgjegjésisé sociale,
Banka OTP Albania ka ndérmarré njé

séré inisiativash pérgjaté vitit 2019. Kéto
inisiativa jané pérkthyer né organizimin e
disa aktiviteteve té cilat kané pér géllim té
rrisin mirégenien e komunitetit ku banka
operon, té ndihmojné shtresat né nevojé té
shogérisé, si dhe té promovojné turizimin
vendas.

Pérgjegjésia Sociale e Bankés OTP Albania
pérkon me kategorité si mé poshté:

Ofrojmé Mundési té Barabarta: géllimi yné
éshté gé cdo shtresé e shogérisé té mund té
pérdoré shérbimet tona bankare. Pér kété
géllim, 11 degé jané té pérshtatshme pér tu
vizituar edhe nga personat paraplegjiké,

ato pozicionohen né pika té lehta pér tu
gjetur dhe arritur dhe secila prej tyre éshté

e pajisur me ATM né shérbim 24/7.

Bashképunojmé Institucionalisht:

Banka OTP Albania éshté e pérkushtuar té
bashképunojé me institucionet e arsimit

té larté dhe me studentét. Ne besojmé

se éshté e réndésishme gé punonjésit

e té ardhmes té marrin trajnime dhe té
pérfitojné nga njé standard i larté cilésie
dhe njékohésisht té familjarizohen me
bankén toné si njé punédhénés i mundshém
né té ardhmen. Né kété kuadér, banka ofron
mundési té mira pér té rinjté gé duan té
hyjné né tregun e punés. Mé shumé se 100
aplikanté kané ndjekur programin toné té
praktikés gjaté vitit 2019, 6 prej té ciléve
tanimé jané pjesé e stafit té Bankés OTP
Albania me kohé té ploté.

Mbrojmé Mjedisin: Gjaté vitit 2019, stafi i
Bankés OTP Albania realizoi rivitalizimin e
lulishtes né njé nga kopshtet e Tiranés. Duke
ndaré me fémijét réndésiné e mbrojtjes

sé mejdisit, jetesés sé shéndetshme dhe
benefitet qé kané aktivitetet né natyré.
Tashmé bashképunime té tilla, midis staftit
té bankés dhe kopshteve té Tiranés mund té
konsiderohen njé tradité dhe vleré.

Promovojmé Turizmin: Banka OTP Albania
mbéshteti edicionin e 3-té té ZA Fest, i
njohur ndryshe si Festivali i Trashégimisé
sé Alpeve Shqiptare. Ky aktivitet u zhvillua
né Theth, nga data 2 - 4 gusht 2019 dhe
mblodhi mbi 2,000 vizitoré, shqiptaré

dhe té huaj. Eshté viti i treté qé ZA Fest
organizohet né Theth, dhe pér banorét e
késaj zone éshté njé kénaqési té presin
dhe pércjellin té gjithé vizitorét, por edhe
njé mundési pér zhvillimin ekonomik té
késaj zone malore. Pérpos té gjithave, ZA
Fest ka pér géllim ndérgjegjésimin dhe
sensibilizimin pér gasjen ndaj natyrés sé
mrekullueshme té Alpeve shqiptare dhe
promovimin e turizmit malor né Shqipéri.

Sponsorizimi i filmit artistik satirik "l Love
Tropoja" me producent Ermal Mamagqi, ishte
po njé kontribut i Bankés OTP Albania né
promovimin e vlerave tradicionale té zonave
malore té Shqipérisé.

Promovimi i vendeve me natyré té paprekur
sivende pér té mos u léné jashté interesit

té turizmit vendor, éshté njé ndér ményrat
qé Banka joné ka zgjedhur té ndihmojé
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zhvillimin e zonave té caktuara né Shqipéri.

Réndési té vecanté punonjésit e Bankés
OTP Albania i dedikojné shtigjeve natyrore
me réndési pér turizmin, ¢cdo vit. Vendosja
e sinjalistikés pérgjaté shtegut nga plazhii
Lukovés pér né Gjirin e Krorzés ka gené né
fokus gjaté 2019. Si njé prej plazheve mé té
bukura pérgjaté bregdetit shqiptar, Gjirii
Krorzés éshté edhe njé prej vendeve mé té
vizituara nga turistét vendas dhe té huaj.
Vendosja e sinjalistikés pérgjaté kétij shtequ
rrit mundésité pér tu vizituar prej tyre

dhe éshté njé mundési shumé e miré pér
zhvillimin e turizmit vendas.

Banka i mundésoi nje pjese te
konsiderueshme te stafit pajisjet e
nevojshme elektonike pér punén né
distancé dhe mbajtjen e materialeve,
dokumentave té nevojshme pér prezantime
dhe shénime gjaté takimeve dhe
mbledhjeve, né ményré gé té ulet niveli
konsumit té letrés dhe bojés, né kuadeér té

reduktimit té ndotjes mjedisore.

Shpérndajmé dije: Népérmjet késaj nisme
vullnetare, punonjés té Bankés OTP Albania
realizuan krijimin e njé librarie pér njé
kopsht fémijésh né Tirané. Gjithashtu, u
dhuruan edhe shumé libra pér fémijét e
kopshtit pér té pasuruar kété biblioteké.
Kjo nismé éshté e realizuar ¢do vit, duke

pérzgjedhur institucione té reja vit pas viti.

Mbrojmé jetén: Né kuadér té organizimit

té aktiviteteve té pérgjegjésisé sociale,
punonjés té Bankés OTP Albania dhuruan
gjak pér personat gé vuajné nga sémundja e
talasemisé, duke i ardhur késhtu né ndihmé

vivil

késaj shtrese né nevojé té shogérisé.
Menjéheré pas térmetit té 26 Néntorit,
Banka OTP Albania ndérmori njé nismé pér
té ndihmuar familjet né fshatin Manzé né
Durrés, shtépité e té ciléve u deklaruan té
pabanueshme. Mé shumé se 200 klienté
dhe punonjés té bankés iu pérgjigjén
thirrjes pér solidaritet duke kontribuar pér
kété kauzé. Té gjitha kéto fonde u pérdorén
pér prodhimin e shtaté fjetoreve né té cilat u
akomoduan familjet mé né nevojé.

Nismés sé sé Bankés ju bashkua edhe
Grupi OTP i cili shprehu solidaritetin e tij
duke dhuruar shumén 500,000 Euro pér
lehtésimin e démeve dhe né ndihmé té
njerézve té prekur nga fatkegésia natyrore.
Grupi OTP ishte e para banke gé miratoi
ndihmén financiare pa pritur thirrjen pér
ndihmé té shtetit shqiptar, por vetém duke
u nxitur nga ndjenja e solidaritetit e duke

u bashkuar me dhimbjen dhe véshtirésité
e qytetaréve té Shqipérisé gé u gjendén
brenda pak minutash pa strehé, dhe madje
me humbje jetésh. Banka OTP ishte banka
qé dhuroi fondin mé té madh cash né
tregun bankar.



Gjithashtu po né nivel grupi u zhvillua njé
fushaté pér grumbullim fondesh pérmes

sé cilés ¢do filial i OTP dha Kontributin e tij
personal.

Kryqi i Kug Hungarez mbéshteti me
donacione private pér té ndihmuar viktimat
e térmetit. Dhurimet u shpenzuan pér
asistencé, né furnizime té pérditshme dhe
né rindértim afatgjaté té zonave té prekura.

Zhvillojmé dije: Trajnimi dhe zhvillimi
profesional i punonjésve tané éshté njé
prioritet i pérhershém pér Bankén OTP
Albania. Gjaté vitit 2019, banka shpenzoi njé
shumé prej 9,483,000 Leké pér trajnimin

e stafit té saj. Né total 161 punonjés, 69
meshkuj dhe 92 femra, pérfituan nga kéto
trajnime dhe pasuruan njohurité e tyre

profesionale.

Qéllimi yné parésor éshté té ndajmé me

té gjithé audiencat tona informacion té
sakté, transparent dhe té besueshém. Ne
synojmeé, népérmjet komunikimit, té ndajmé
dijet dhe ekspertizén e bankés soné me té
gjithé palét e interesuara. Besojmé gé éshté
detyrim té shpérndajmé "know-how" dhe

té rrisim edukimin financiar. Komunikimi

yné ka njé fushéveprim, i cili shkon pérte;
suportit té thjeshté shités; detyra joné
éshté té shtojmé vleré dhe té familjarizojmé
publikun me industriné bankare, né ményré
gé ata té mund té ndérmarrin veprime
financiare té zgjuara, té cilat ndikojné
pozitivisht ekonominé dhe mirégenien
sociale.

Né ndihmé té sportit dhe komuniteteve
sportédashése. Ka gené kjo iniciativa

e radhés sé Bankés OTP Albania e cila i
éshté pérgjigjur menjéheré thirrjes pér
mbéshtetje qé bashkia Mat ka béré pér
rikonstruksionin e stadiumit "Liri Ballabani"
sipas planit té pércaktur nga veté ajo. Duke
u béré késhtu njé mbéshtetje e madhe pér
kété qytet té vogél, Banka OTP Albania
rikonfirmon géllimin e saj pér t&é mbéshtur
né ményré sistematike iniciativa té tilla té
cilat pérmirésojné cilésiné e jetesés.

Zhvillimet né insfrastrukturé. Spitali
Psikiatrik i qytetit té Shkodrés ka gené né
vémendje té Bankés OTP Albania, pérmes
mbéshtetjes gé ka dhéné né mirémbatjen
infrastrukturore té ambjenteve té
brendshme té tij.
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Eksperienca
e klientit



Krahas besueshmérisé dhe stabilitetit, té
genitiorientuar nga klienti éshté njé nga
vlerat kryesore gé udhéheq Bankén OTP

Albania dhe strategjiné e operimit té saj.

Monitorimi i eksperiencés sé klientit éshté
ndér praktikat shumévjecare té bankés
soné. Pérpjekjet e vazhdueshme pér
pérmirésim té pérvojés sé klientéve ne i
mbéshtesim thelbésisht né zérin e klientit.

Mekanizmi i pérftimit té VoC (Voice of
Customer) mbart teknika té ndryshme

té thjeshta dhe efektive si: kérkesat

apo sugjerimet gé klientét depozitojné
vullnetarisht né banké, ankesat, etj. Ndér
veprimtarité mé dinamike banka angazhon
pér mbledhjen e mendimit té klientéve
kérkime té pandérprera si: anketimet me
telefon, online, fokus grupet, Mystery
Shopping, etj.

Prej kohésh, Banka OTP Albania mat

dhe monitoron periodikisht treques té
réndésishém performance si: NPS, TNPS,
CES, CSAT, DCX. Kjo béhet né nivel global
pér performancén e bankés, ashtu edhe né
nivel procesi pér identifikim mé granular
té nevojave pér pérmirésim. Kjo na siguron
eficiencé kohore dhe njerézore, si dhe
ndihmon shumé né shmangien né kohé té
risqeve reputacionale dhe financiare, duke
korrigjuar menjéheré difektin.

Té gjitha sa mé sipér, na japin njé panoramé
mé té garté té perceptimeve té klientéve
mbi markén né térési, dhe produktet apo
shérbimet né vecanti. Gjithashtu, né kété
meényré ne sigurohemi se kemi pércjellé tek
klientét shérbimin me cilésiné mé té larté,
duke pérmbushur njékohésisht pritshmérité
e tyre pérkundrejt bankés.

Viti 2019 nisi me njé kérkim tregu, i cili do té
nxirrte né pah kénagésiné dhe perceptimin
e klientéve né lidhje me markén OTP, si dhe
pritshmérité e tyre né kuadér té produkteve
dhe shérbimeve. Kérkimi u zhvillua né

bashképunim me njé ndér institucionet mé
prestigjoze né fushén e kérkimeve té tregut,

IKANTAR. Fokusi i kérkimit ishte sektori
bankar né vend.

Ndér té tjera, kérkimi gjeneroi njé tregues
kryesor performance i kénagésisé mbi

markén, TRI"M (rezultante e 4 treguesve té
mévetshém: performanca e pérgjithshme,
rekomandimi, pérdorimi i métejshém dhe

avantazhi konkurrues).

TRI*M pér
Bankén OTP Albania

né vitin 2019 shénoi

dhe éshté njé rezultat mjaft pozitiv sé pari
né vetvete, sepse vlerat e kétij indikatori
variojné nga -65ns +135 , por mbi
té gjitha duke e krahasuar me rezultanten

e konkurrentéve brenda vendit dhe

standardin e filialeve té tjera té grupit dhe
pjesémarrése né kérkim.

Fushatat periodike kané prioritet klientét
gé kané bleré produkte té réndésishme né
jetén e tyre; pér shembull Kredia pér Shtépi,
Kredia Konsumatore, Kartat e Kreditit,
Depozitat, etj. Pérmes sondimit té kétyre
klientéve ne monitorojmé periodikisht
kénagésiné e tyre pérkundrejt bankés né
térési dhe produktit né fjalé né vecanti; sa té
lehté e kané gjetur klientét pajisjen me kété
produkt né cdo fazé té procesit, dhe sa do ta
rekomandonin até tek migté apo familjarét
e tyre.

Risi pér Bankén OTP Albania, ishte sondimi
i klientéve qé gjaté vitit 2019 kishin
depozituar té paktén njé ankesé prané
bankés. Késisoj jané pyetur klientét pér
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ményrén se si éshté trajtuar ankesa apo
kérkesa e tyre nga ana e bankés; sa e lehté
ka gené gé ajo té merrej né konsideraté,
cfaré pritshmérish kané patur ata, a i ka
pérmbushur pritshmérité e tyre zgjidhja e
ofruar nga banka, e mbi detaje té tjera rreth
procesit té trajtimit té ankesés apo kérkesés
sé tyre. Pavarésisht target grupit mjaft
sensitiv, treguesit e kénagésisé shénuan
rezultate pozitive.

Késhtu 72 /0 e klientéve jané

shprehur se kané mbetur shumé té kénaqur
me ményrén se si éshté trajtuar ankesa/

82%
kérkesa e tyre, dhe 0l tyre

ishin shumé té kénaqur me zgjidhjen e
dhéné.

Né fokus gjaté vitit 2019 kané gené dhe
klientét biznes, té cilét jané intervistuar
né drejtim té shérbimit gé marrin né
degé dhe pérmes kanaleve digjitale si
platforma online banking. Synimi kryesor
ishte pérmirésimi i cilésisé sé dhénies sé
shérbimit népérmjet kétyre kanaleve.
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Né pérmbyllje té vitit, u zhvillua Mystery
Shopping, géllimi i té cilit ishte vlerésimi i
performancés sé degéve nga perspektiva

e klientit né disa drejtime: profesionalizmi
dhe aftésité e stafit, koha e dhénies sé
shérbimit dhe ana estetike e degés. Ky
projekt ishte mjaft frytdhénés né aspektin e
definimit té pikave pér té cilat do té punohet
intensivisht né vijim né ményré qé té arrihet
performancé sa mé e larté e bankés né té
gjitha drejtimet e sipérpérmendura.

Pavarésisht progresit evident pér té ofruar
pérvoja té synuara gé plotésojné apo
tejkalojné pritshmérité e klientéve, Banka
OTP Albania vazhdon té jeté strategjikisht
e fokusuar tek eksperienca e klientit. Ne
mbetemi té pérkushtuar gé népérmijet
praktikave inovatore té béjmé sa mé té lehté
dhe té pélgyeshme marrjen e shérbimeve
né ¢do kanal. Energjité tona jané fokusuar
né pérmirésimin e eksperiencés digjitale,
por jo vetém, sepse Banka OTP Albania
éshté duke investuar njékohésisht né
fugizimin e njohurive profesionale dhe
sjellore té stafit pér té rritur cilésiné e
shérbimit né degé.



Informacion
i detajuar:

Anétarét e Késhillit Drejtues
Anétarét e Komitetit té Kontrollit




/. Peter Bese, shtetas Hungarez, ka njé
Diplomé Master né Ekonomi né Drejtimin
e Tregjeve té Kapitalit dhe Financimit té
Korporatave nga Universiteti Corvinus i
Budapestit.

/. Bese éshté Drejtor i Departamentit té
Koordinimit té Degéve Konsumatore té
OTP Group, Hungari. Ai gjithashtu éshté
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anétar i Késhillit Mbikéqyrés i JSSC OTP
Bank, Ukrainé; anétar i Késhillit Mbikéqgyrés
i Expressbank, Bullgari dhe né Mars 2019
éshté eméruar edhe kryetar i Késhillit
Drejtues i Bankés OTP Albania.

Z. Bese e ka filluar karrierén e tij si njé
konsulet financiar, dhe mé pas éshté rritur
profesionalisht duke u orientuar né sektorin
bankar. Pozicioni i tij i paré né Grupin OTP
ka gené né rolin drejtues té Grupit Retail
pasuar me disa vite solide drejtimi brenda
Grupit dhe duke manaxhuar né ményré
efektive burimet e ekipit té tij pér t'u

rritur mé tej dhe pér té arritur rezultatet e
déshiruara.

Z. Bese ka thelluar njohurité pér praktikat

e manaxhimit té biznesit dhe ka zhvilluar
ekspertizé né fushén e bankingut me pakicé
né teté tregje té rajonit té Evropés Qendrore
dhe Lindore, si Bullgaria, Sllovakia,
Rumania, Kroacia, Serbia, Mali i Zi, Ukraina
dhe Rusia. Z. Bese ka disa vite eksperiencé
nga Késhilli Mbikéqyrés dhe nga Késhilli
Drejtues i OTP-sé né Sllovaki, OTP Rusi dhe
OTP Ukrainé, Vojvodjanska Banka dhe OTP
Bank Hrvatska, Zadar.

Integriteti i tij éshté né pérputhje me té
gjitha ligjet dhe kodin e etikés sé Grupit.

Z. Arpad Sranko, shtetas Hungarez, &shté
i diplomuar nga Universiteti i Shkencave
Ekonomike dhe Administrimit Publik té
Budapestit, Fakulteti i Ekonomisé dhe ka
pérfunduar studimet né drejtimin special
parésor "Politika Ekonomike" dhe drejtim
special dytésor “Internet”.

Z.Sranko ka njé karrieré 14 vjecare



né sektorin bankar gé fillon né vitet

2005, pérpara krizés financiare. Ai ka
ndjekur dhe ka marré pjesé nga afér né
ndryshimet thelbésore qé kané ndodhur né
industriné bankare. Z. Sranko éshté rritur
profesionalisht ndér vite dhe sot ai mban
pozicionin e Drejtorit té Departamentit

té Strategjisé, Planifikimit dhe Analizés

sé Filialeve té Huaja, né OTP Bank Plc.
Aktiviteti i tij mbulon operacionet kryesisht
té fokusuara né industriné bankare né 10
shtete anétare té Grupit OTP, né Rajonin
Qendror, Lindor dhe Juglindor té Evropés
dhe né Bashkésiné e Shteteve té Pavarura.

Z.Sranko ka fituar njohuri té pacmueshme
pér operacionet bankare, duke u fokusuar
kryesisht né: performancén financiare,
aktivitetin e biznesit dhe ecuriné e shitjeve,
pérfitueshmériné e produktit dhe té linjés
sé biznesit, si dhe né kontrollin e kostos.

Z.Sranko ka gené anétar i Késhillit
Mbikéqyrés té OTP Banka Hrvatska, dhe
anétar i Bordit té Drejtoréve té OTP Building
Society Ltd né Hungari.

Sé fundmi, né Mars 2019, ai éshté eméruar
Kryetar i Komitetit té& Kontrollit dhe Zv.
Kryetar i Késhillit Drejtues té& OTP Bank
Albania.

| |

Z. Adrian Civici

Anétar i Késhillit
Drejtues

Z. Adrian Civici, shtetas shqgiptar, ka diplomé
dhe Master né Ekonomi Bujgésore nga
Universiteti Bujgésor i Tiranés, né Shqipéri,
njé Ph.D. né Administrim Biznesi nga
Universiteti Bujgésor i Tiranés, né Shqipéri,
dhe Ph.D. né Ekonomi nga ENSA.M (Instituti
Kombétar i Arsimit té Larté né Shkencat
Bujgésore té Montpellier, Francé). Ai ka

kryer studimet e tij postdoktorale né vitin
1995. Né vitin 2009, Z. Civici ka marré
titullin Ordre des Palmes Académiques

nga Akademia Franceze e Shkencave né
Francé, ndérsa né vitin 2011 ka marreé titullin
shkencor "Profesor né Shkencat Ekonomike"
nga Universiteti i Tiranés, Shqipéri.

Z. Civici e filloi karrierén e tij né vitin 1983 si
njé ekonomist agrar né njé fermé shtetérore
bujgésore. Né vitin 1984, ai mori postin e
lektorit dhe kérkuesit né Departamentin

e "Administrimit dhe organizimit" né
Universitetin Bujgésor té Tiranés, Shqipéri.
Nga viti 1992 deri né vitin 1994 mbaijti
postin e Zévendésdekanit té Fakultetit

té Bujgésisé né Tirané. Né vitin 1998 u
emérua Késhilltar i Ministrit té Financave
dhe Kryetar i "Qendrés pér Zhvillim té
Qéndrueshém", né Tirané, Shqipéri. Nga
viti 2002 deri né vitin 2006, Z. Civici mbaijti
postin e Drejtorit té Strategjisé Kombétare
pér Zhvillim Socio-Ekonomik né Ministriné
e Financave, Shqgipéri. Mé voné, nga viti
2005 deri né vitin 2014, ai u zgjodh Anétar i
Késhillit Mbikéqgyrés té Bankés Kombétare
té Shqipérisé. Né vitin 2007 u emérua
Dekan i Universitetit Europian té Tiranés,
Shqipéri dhe né vitin 2011 Drejtor i Shkollés
Doktorale.

Qé nga viti 2014, Z. Civici éshté eméruar

staf kyc i katedrés evropiane Jean Monnet
(Shqgipéria drejt BE-sé dhe Zhvillimit Rajonal
"ALEURD") dhe President i Universitetit
Europian té Tiranés, Shqipéri.

Z. Adrian Civici ka botuar libra té shumté,
artikuj shkencoré, hulumtime kérkimore
dhe studime né shtypin kombétar dhe
ndérkombétar, si dhe né revista shkencore
ndérkombétare.
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Dr. Tunde Soods

I,— . £ Anétar i Késhillit
: Drejtues
Dr. Tunde So00s, shtetase Hungareze,
éshté e diplomuar né Universitetin e
Eotvos Lorand, Fakulteti i Shtetit dhe Ligjit
(Hungari) si avokate. Mé pas ajo ka ndjekur
studimet master né Universitetin Corvinus
té Budapestit, Fakulteti i Shkencave
Ekonomike, ku éshté specializuar né fushén
Ekonomike dhe pérgjaté viteve 2014-2016,
ajo éshté specializuar si avokate né Tregjet e
kapitalit dhe né Ligjin Bankar né Fakultetin
Juridik dhe Shkencave Politike, Universiteti
Katolik Pazmany Péter.

Dr. So6s e ka filluar karrierén né sektorin
bankar si konsulente ligjore né Grupin
OTP né Budapest duke dhéné vazhdimisht
opinione dhe propozime né zgjidhjen

e céshtjeve ligjore gé lindin gjaté
operacioneve té rrequllta pér zhvillimin e
pasurive té paluajtshme.

Aktualisht, Dr. Soos éshté Drejtor né Njésiné
Financiare Retail té OTP Bank Plc dhe éshté
pérgjegjése né sigurimin e pérputhshmérisé
ligjore té Kushteve té Pérgjithshme té
biznesit té bankés dhe té Rregullave té
biznesit. Ajo éshté gjithashtu pérgjegjése
mbi pérputhshmériné ligjore té kontratave
individuale apo té dokumentave té tjeré té
ngjashém. Dr. Soos ka njohjuri té thelluara
né pérputhshmériné ligjore né sektorin
bankar bazuar né pérvojén e saj shumé
vjecare né njésiné ligjore té Grupit OPT dhe
ka trajtuar riskun reputacional dhe ligjor

té bankave dhe kompanive té tjera gé jané
pjesé e Grupit OTP.

Nga mars 2019, ajo éshté anétare e Késhillit
Drejtues té Bankés OTP Albania SHA.
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Z. Aleksandér
Xhuvani

Anétari Késhillit
Drejtues

Z. Aleksandér Xhuvani éshté diplomuar

pér heré té paré né Inxhinieri Elektrike pér
Industri, né Fakultetin e Inxhinierisé né
Universitetin e Tiranés (Shqipéri), pastaj

u diplomua pérséri né Inxhinieri pér
Elektroniké Industriale dhe DEA (Dipldme
d'Etudes Approfondies) né fushén e
Inxhinierisé Elektrike né ENSEEIHT (Ecole
Nationale Supérieure d'Electrotechnique,
d'Electronique, Informatique et
d'Hydrauligue de Toulouse) né Francé. Mé
voné ai mori gradén shkencore "Doktor" nga
Instituti Politeknik Kombétar i Toulouse dhe
kohét e fundit éshté diplomuar me Master
né Administrim Biznesi prané Universitetit
Montesquieu-Bordeaux IV, né Francé.

Z. Xhuvani e filloi karrierén e tij shkencore
né Shtator té vitit 1985 si studiues prané
LEEI (Laborator i Elekroteknikés dhe
Elektronikés Industriale) t&é ENSEEIHT.

Nga muaji néntor 1989 deri né janar 1992
mbaijti postin e Pedagogut né Fakultetin e
Inxhinierisé prané Universitetit té Tiranés.
Nga muaji janari 1992 deri né janar 2008 u
emérua Drejtor pér Marrédhéniet me Jashté
prané Universitetit Politeknik té Tiranés
(UPT) dhe mbaijti postin e Profesor me kohé
té ploté prané Fakultetit té Inxhinierisé
Elektrike.

Q€& nga janariivitit 2008, Z. Aleksandér
Xhuvani mban postin e Profesorit me
kohé té ploté né Departamentin e
Shkencave Kompjuterike prané Fakultetit
té Teknologjisé Informative té UPT. Ai
éshté anétar i Késhillit Shtetéror Shqiptar
pér Arsimin e Larté dhe Shkencén, Anétar
i Akademisé Shqiptare té Arteve dhe



Shkencave dhe gé nga viti 1998 mban postin
e drejtorit té "Institut Francais de Gestion"
né Tirané prané UPT.

Dr. Janos Veres

Anétar i Késhillit
Drejtues

Dr. Janos Veres, shtetas Hungarez, éshté
diplomuar né Inxhinieri né Fakultetin e
Shkencave Bujgésore té Universitetit té
Debrecenit (Hungari) dhe ka kryer studimet
e doktoraturés pér Ekonomi né Universitetin
Karl Marx, Budapest (Hungari). Dr. Veres ka
njé pérvojé 32 vjecare né sektorét publiké
dhe privaté. Nga viti 1997 deri né vitin
2002, Dr. Veres ka gené Kryetar i Dhomés
sé Tregtisé pér rajonin Szabolcs-Szatmar-
Bereg.

Ai ka gené njé anétar i zgjedhur i Asamblesé
Kombétare/Parlamentit té Hungarisé
(1994-2014) dhe pérgjaté viteve Dr. Veres ka
zhvilluar njé karrieré né politiké ku i'a vlen té
pérmenden pozicionet si: Sekretar i Shtetit
né Ministriné e Financave (2003-2004),
Sekretari i Shtetit né Zyrén e Kryeministrit
(2004-2005) dhe Ministér i Financave
(2005-2009). Né pozicionin e tij si Ministér,
Dr. Veres ka gené pérgjegjés pér ¢éshtjet
rregullatore, mbikéqyrése dhe monitoruese
té sektorit bankar dhe té institucioneve té
tjera financiare, pér ¢éshtjet e taksimit té
ekonomisé, pér té gjithé fushén e buxhetit
dhe manaxhimit té aseteve shtetérore. Ai
gjithashtu pérgatiti dhe zbatoi njé skemé
té suksesshme pér té manaxhuar ndikimet
e krizés financiare té vitit 2008. Dr. Janos
Veres éshté zgjedhur Kryebashkiak i
vendlindjes sé tij, Nyirbator (2002 - 2003)
dhe tani vazhdon té japé kontributin e tij té
vyer né Késhillin Bashkiak té Nyirbatorit.

Sa lidhur me karrierén e tij akademike, né
vitin 2009 Dr. Veres ka gené Docent né
Universitetin e Debrecen dhe éshté autor i
shumé botimeve né fushén financiare dhe
ekonomike pér Universitetet Hungareze
dhe té huaja. Duke filluar nga mars, 2019
Dr. Veres éshté anétar i Késhillit Drejtues i
Bankés OTP Albania.

¢
o
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Z. Armand Duka

Anétar i Késhillit
Drejtues

Z.Armand Duka, shtetas Shqgiptar, éshté
diplomuar né Universitetin e Tiranés
(Shqgipéri), Dega e Ekonomisé pér Industri
né vitin 1986. Z. Duka ka filluar karrierén
né profesionin e Ekonomistit né Parkun

e Mallrave né Burrel né vitet 1986-1990.
Gjaté viteve 1990-1991, Z. Duka ka ushtruar
profesionin e tij si ekonomist né parkun

e mallrave té eksportit né Durrés. Duke
filluar nga viti 1993, Z. Armand Duka éshté
sipérmarrés né sektoré té tjeré private,
zotérues dhe aksionar né disa biznese té
mirénjohura, ku rikonfirmon késhtu aftésité
e tij shumé té mira manaxhuese dhe
drejtuese.

Z.Armand Duka éshté zgjedhur President

i Federatés Shqgiptare té Futbollit né vitin
2002, post té cilin e mban dhe aktualisht
duke u rizgjedhur né vitet 2006-2010-
2014-2018. Gjaté kétyre viteve né krye té
Federatés Shqiptare té Futbollit ka mbajtur
dhe kéto detyra: Anétar i Komitetit té
Federatave né UEFA (2008-2012); Zv/Kryetar
i Komitetit té Federatave Kombétare né
UEFA (2006-2008); Zv/Kryetar i Komitetit
té Kompeticioneve té Ekipeve Kombétare
(2008-2013); Zv/Kryetar i Komitetit té
Federatave Kombétare (2013-2016); Zv/
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Kryetar i Komitetit HatTrick (2016-sot);
Anétar i Komitetit té Federatave né
FIFA (2008-2012) dhe Anétar i Komitetit
Organizator té Kupés sé Konfederatave
(2012-2017).

Ndér vite, Z. Armand Duka éshté nderuar
me disa tituj, ku mund té pérmendim:
titullin "Qytetar Nderi" (1998) akorduar nga
Bashkia e Shijakut dhe titujt "Nderi i Qytetit"
(2001), "Simbol i Qytetit té Durrésit"(2002)
dhe "Dyrrah - 3000" (2003) akorduar nga
Bashkia e Qytetit té Durrésit dhe Shogata
"Durrési”. Né vitin 2010, Presidenti i
Republikés sé Shqipérisé, Z.Bamir Topi e
dekoron me titullin e larté "Naim Frashéri"
té Klasit té Paré, pér kontribut té shquar, né
drejtimin dhe zhvillimin e futbollit shqiptar.

Né vitin 2019, Z. Duka akordohet me titullin
"Konsull nderi i Hungarisé” pér Republikén e
Shqipérisé.

Duke filluar nga tetor, 2019 Z. Armand Duka
éshté anétar i Késhillit Drejtues i Bankés
OTP Albania.

Komiteti i Kontrollit i Bankés OTP Albania

Z. Arpad Sranko

Kryetar i Komitetit
té Kontrollit

Z. Arpad Sranko, shtetas Hungarez, éshté
i diplomuar nga Universiteti i Shkencave
Ekonomike dhe Admistrimit Publik té
Budapestit, Fakulteti i Ekonomisé dhe ka
pérfunduar studimet né drejtimin special
parésor "Politika Ekonomike” dhe drejtim
special dytésor “Internet”.

Z.Sranko ka njé karrieré 14 vjecare
né sektorin bankar gé fillon né vitet
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2005, pérpara krizés financiare. Ai ka
ndjekur dhe ka marré pjesé nga afér né
ndryshimet thelbésore qé kané ndodhur né
industriné bankare. Z. Sranko éshté rritur
profesionalisht ndér vite dhe sot ai mban
pozicionin e Drejtorit té Departamentit

té Strategjisé, Planifikimit dhe Analizés

sé Filialeve té Huaja, né OTP Bank Plc.
Aktiviteti i tij mbulon operacionet kryesisht
té fokusuara né industriné bankare né 10
shtete anétare té Grupit OTP, né Rajonin
Qendror, Lindor dhe Juglindor té Evropés
dhe né Bashkésiné e Shteteve té Pavarura.

Z. Sranko ka fituar njohuri té pagmueshme
pér operacionet bankare, duke u fokusuar
kryesisht né: performancén financiare,
aktivitetin e biznesit dhe ecuriné e shitjeve,
pérfitueshmériné e produktit dhe té linjés
sé biznesit si dhe né kontrollin e kostos.

Z. Sranko ka gené anétar i Késhillit
Mbikéqyrés té OTP Banka Hrvatska dhe
anétar i Bordit té Drejtoréve té OTP Building
Society Ltd né Hungari. Sé fundmi, né mars
2019, ai éshté eméruar Kryetar i Komitetit té
Kontrollit dhe Zv. Kryetar i Késhillit Drejtues
té OTP Bank Albania.

Znj. Jitka
Pantuckova

Anétar i Komitetit
té Kontrollit

Znj. Jitka Pantuckova éshté shtetase ceke,
diplomuar pér Ekonomi Ndérkombétare
nga Shkolla e Ekonomisé né Pragé
(Republika Ceke) dhe ka njé PhD nga
Instituti i Ekonomisé té Akademisé
Cekosllovake té Shkencave (Republika
Ceke). Znj. Pantuckova e filloi karrierén e
saj né vitin 1973 si redaktore né Agjenciné

e Shtypit Cekosllovak. Né mars té vitit 1991,
ajo u propozua Drejtore e Departamentit té



Territorit té Investi¢ni a PoStovni banka, a.s
(IPB). Né tetor 1992 ajo u emérua Drejtore e
Departamentit té Bankave Korrespondente
dhe té Biznesit Ndérkombétar. Né gershor
té vitit 1998 ajo u caktua Drejtore e ekipit

té vecanté té IPB-sé pér Euro dhe BE-né.

Né gershor té vitit 2000 IPB, A.S. kaloi

nén sipérmarrjen e CSOB, a.s. dhe Znj.
Pantuckova u emérua Drejtore e Ekipit té
vecanté té projektit té CSOB-sé pér Euro dhe
BE-né. Ajo ishte Drejtore Ekzekutive dhe
Anétare e Komitetit Drejtues pérgjegjése
pér Operacionet prané Komercni Banka,

a.s. nga viti 2002 deri né vitin 2009. Né prill
2004 ajo u pérzgjodh si "Menaxheri i Vitit
2003" né Republikén Ceke.

Nga muaji janar 2010 deri né muajin janar té
vitit 2015, ajo ka gené Presidente e Késhillit
Drejtues e Ohridska Banka, Societe Generale
AD né Ohér. Ndérsa nga gershori 2010 deri
né ganar 2015, ajo ka kryesuar Komitetin

e Kontrollit té Bankés Societe Generale
Montenegro. Nga muaji korrik 2015 deri né
mars 2019, ajo ka gené kryetare e Késhillit
Drejtues té Bankés Societe Generale Albania
dhe nga muaji shtator 2015 deri né mars
2019 ajo ka kryesuar gjithashtu edhe
Komitetin e Kontrollit.

Znj. Pantuckova vazhdon té japé kontributin
e saj si anétare né Késhillin Drejtues dhe

né Komitetin e Kontrollit té Bankés OTP

Albania.

Znj. Diana Ylli

Anétar i Komitetit
té Kontrollit

Diana YLl (Golemi), shtetase shqiptare,
éshté diplomuar né Ekonomi nga Fakulteti
Ekonomik i Universitetit té Tiranés
(Shqgipéri), me njé diplomé pasuniversitare

né Informatiké dhe gjithashtu né Sociologji.

Q€& nga viti 1997, ajo mban titullin Ekspert
Kontabél i Regjistruar nga Instituti i
Ekspertéve Kontabél té Autorizuar té
Shqipérisé (IEKA) dhe nga viti 2011 éshté
Audituese e Certifikuar nga Shogata e
Kontabilistéve té Certifikuar dhe Audituesve

té Kosovés (SCAAK). Ajo ka 30 vjet pérvojé
né profesionin e saj.

Diana Ylli (Golemi) e filloi karrierén e

saj né vitin 1986 si programuese né
Departamentin Ekonomik té Ministrisé sé
Industrisé sé Lehté né Tirané (Shqipéri). Prej
korrikut 1993 deri né néntor té vitit 1997
ishte Drejtore Finance prané Departamentit
té Kontabilitetit té Shogérisé sé prodhimit
té Miellit Tirana.

Prej néntorit 1997 deri né maj té vitit 1999,
ajo ka punuar né kompaniné e auditimit
"Deloitte & Touche".

Né vitin 1999, Diana YLli (Golemi) ishte njé
nga themeluesit e kompanisé "ILD-99
Audit" sh.p.k, njé nga firmat mé té médha
té pavarura té auditimit né Shqipéri. Pér dy
mandate té njépasnjéshme (6 vjet, nga viti
2006 - 2012), ajo kryesoi me sukses Késhillin
Drejtues té Institutit té Ekspertéve Kontabél
té Autorizuar té Shqipérisé.

Pas 17 vjet eksperiencé né ofrimin e
shérbimeve té cilésisé sé larté né auditim
dhe kontabilitet si Partnere Drejtuese e ILD-
99, né vitin 2015, ajo u bashkua me Mazars.
Aktualisht éshté njé partner auditimi i
Mazars né Shqipéri.

Gjaté gjithé karrierés sé saj profesionale,
ajo ka ofruar shérbime té auditimit, taksave
dhe shérbimeve té tjera késhilluese.
Pérvoja e saj mbulon industri té ndryshme
duke pérfshiré: energjiné dhe shérbimet,
teknologjiné dhe telekomunikacionin,
ndértimin, prodhimin, shpérndarjen,
sektorin publik, projektet e financuara nga
donatorét ndérkombétaré dhe OJQ-té.
Diana Ylli éshté gjithashtu njé trajner i
certifikuar i auditimit dhe trajnuese e SNRF.
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Deloitte Audit Albania sh.p.k
Rr. Elbasanit.
Pallati poshte Fakulteti Gjeologji- Miniera

o Tirana, Albania
Deloitte
N Fax: +355 4 45 17 990

www.deloitte.al

INDEPENDENT AUDITOR’S REPORT

To the Shareholders and Management of OTP Bank Albania SHA

Opinion

We have audited the financial statements of OTP Bank Albania SHA (“the Bank™), which comprise the
statement of financial position as at December 31, 2019, and the statement of profit or loss and other

comprehensive income, statement of changes in equity and cash flows statement for the year ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Bank as at December 31, 2019, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

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

Emphasis of matter

We draw attention to Note 34 in the financial statements describing management’s evaluation of the
actual or potential impact of the effects of the COVID-19 coronavirus on the Bank. Qur opinion is not
modified in respect of this matter.

Other matter

The financial statements of the Bank as at and for the year ended December 31, 2018 were audited by
another auditor who expressed an unmodified opinion on those financial statements on April 26, 2019.

Other information

Management is responsible for the other information. The other information comprises the information
included in the Annual Report prepared by Management of the Bank in accordance with Article 53 of
Law no. 9662, dated 18 December 2006 "On Banks in the Republic of Albania", amended and with
Articles 17 and 19 of Law no. 25/2018 “On accounting and financial statements”, but does not include
the financial statements and the auditor’s report thereon. The Annual Report is expected to be made
available to us after the date of this auditors’ report. Our opinion on the financial statements does not
cover the other information and we will not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information

identified above when it becomes available and, in doing so, consider whether the other information is

materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise

appears to be materially misstated. When we read the Annual Report, if we conclude that there is a

material misstatement therein, we are required to communicate the matter to those charged with
governance.

i

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which is a

legally scparatc and independent entity. Please see hitp://www.deloitte.com/aVabout for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms,

©2020 Deloitte Audit Albania
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Bank’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Bank or to cease
operations, or has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the Bank’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level ot assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

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

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

J Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern.

If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our

opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Bank to cease to continue as a going concern.

ii
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Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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

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

\
Dalote Posclil Mol p A4
Deloitte Audit Albania SHPK
Rr. Elbasanit, Pallati poshte Fakultetit Gjeologji - Miniera,

Tirana, Albania
Identification number (NUIS): L41709002H

[DELOITTE AUDIT ALBANIY

i A'Ad: Rr. ‘Faik Konica", Nortesa Nr. 6 Hyria Nr7,1010 Tirane
Enida Cara | TIRANA - ALBANIA
Engagement Party L“/) NIPT: L41703002H
Statutory Auditor _ Tel: 044517820 |
April 8, 2020

Tirana, Albania
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OTP BANK ALBANIA SH.A.

(amounts in ‘000 Lek)

Statement of financial position

Note 31 December 2019 31 December 2018
Assets
Cash and cash equivalents 5 5,060,808 6,546,978
Restricted balances with Bank of Albania 6 6,645,062 6,592,887
Loans and advances to financial institutions 7 1,629,697 1,460,558
Investment securities at fair value through other
comprehensive income 8 22,448,698 18,996,325
Loans and advances to customers, net 9 51,839,692 46,340,206
Finance lease receivables 9.2 1,178,855 1,129,951
Property and equipment 10 488,128 312,515
Right of use asset 11 542,976 -
Intangible assets 12 205,955 235,805
Deferred tax assets, net 20 - 46,848
Assets acquired by adjudication 13 122,110 171,143
Other assets 14 485,388 343,867
Total assets 90,647,369 82,177,083
Liabilities
Due to financial institutions 15 13,595,144 6,747,335
Due to customers 16 66,345,074 67,353,709
Lease liabilities 17 549,217 -
Deferred tax liability, net 20 207,602 -
Other liabilities 18 743,050 778,884
Provisions 19 122,231 121,585
Total liabilities 81,562,318 75,001,513
Share capital 21 6,740,900 6,740,900
Share premium 1,750 1,750
Reserves 22 2,401,298 1,255,835
Accumulated losses (58,897) (822,915)
Total equity 9,085,051 7,175,570
Total liabilities and equity 90,647,369 82,177,083

The statement of financial position is to be read in conjunction with the notes to and forming part of the financial
statements set out on pages 5 to 86.
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OTP BANK ALBANIA SH.A.

(amounts in Lek ‘000)

Statement of profit or loss and other comprehensive income

for the year ended 31 December 2019

Interest income
Interest expense
Net margin on interest and similar income

Credit Losses on financial assets

Net margin on interest and similar income after

credit loss allowance

Fee and commission income
Fee and commission expense
Net fee and commission income

Profit from foreign exchange transactions
Loss from sale of property and equipment
Other losses, net

Loss from sale of assets gained through legal process

Impairment of other assets

Depreciation expense

Amortization expense

Depreciation expense for right of use asset
Personnel expenses

Administrative expenses

Other non-operating expense
Profit/(Loss) before taxes
Current Income tax expense
Deferred Income tax income
Profit/(Loss) for the year, net

Other comprehensive income

Items that may be reclassified subsequently to profit or loss:

Change in fair value for investment securities at fair
value through other comprehensive income
(FVOCI), net of tax

Other comprehensive income/(loss) for the year,
net of tax

Total comprehensive income/(loss) for the year,
net of tax

Year ended

Note 31 December 2019

23
24

27

25
26

28
10
12
11
29
30

31
31

Year ended
31 December 2018

3,765,625 3,415,176
(369,065) (326,953)
3,396,560 3,088,223
(379,540) (1,865,581)
3,017,020 1,222,642
661,751 592,965
(180,157) (132,560)
481,594 460,405
156,899 181,232
(4,376) (107)
61 (3,524)
(22,520) (53,697)
130,064 123,904
(19,633) (256,309)
(63,359) (61,609)
(70,029) (62,065)
(121,285) -
(827,634) (884,385)
(973,278) (1,142,146)
(2,075,218) (2,406,514)
(354,811) -
1,198,649 (599,563)
(262,494) (10)
(9,748) 41,042
926,407 (558,531)
970,563 (322,164)
970,563 (322,164)
1,896,970 (880,695)

The Statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to

and forming part of the financial statements set out on pages 5 to 86.
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OTP BANK ALBANIA SH.A.

(amounts in ‘000 Lek)

Statement of changes in equity

Previously reported balance at 31 December 2017

Impact of adopting IFRS 9 - debt FVOCI, net of DTA

Impact of adopting IFRS 9 - other Financial assets, net of DTA
Adjusted balance at 1 January 2018

Loss for the year

Other comprehensive income

Net change in fair value for FVOCI investment securities
Total comprehensive loss for the year

Dividends declared

Appropriation of retained earnings to regulatory reserve (see Note
22 (ii))

Balance at 31 December 2018

Profit for the year
Other comprehensive income
Net change in fair value for FVOCI investment securities

DTL of fair value for FVOCI investment securities
Correction of prior year error on DTL of fair value for FVOCI
investment securities (see Note 20)

Total comprehensive income

Reversal of DTA on FTA IFRS 9 (see Note 20)

Correction of prior year error on DTL of fair value for FVOCI
investment securities (see Note 20)

Impairment of financial assets at fair value through other
comprehensive income

Appropriation of retained earnings to legal reserve (see Note 22 (i))

Balance as at 31 December 2019

The statement of changes in equity is to be read in conjunction with

the notes to and forming part of the financial statements set out on pages 5 to 86.



64

Legal and

Share Share regulatory Fair value Retained

capital premium reserve reserve earnings Total
6,740,900 1,750 596,180 462,565 1,174,727 8,976,122
- - - 35,465 (35,465) -

- - - - (400,288) (400,288)
6,740,900 1,750 596,180 498,030 738,974 8,575,834
- - - - (558,531) (558,531)

_ - - (322,164) - (322,164)

- - - (322,164) (558,531) (880,695)

- - - - (519,569) (519,569)

- - 483,789 - (483,789) -
6,740,900 1,750 1,079,969 175,866 (822,915) 7,175,570
- - - 926,407 926,407

- - - 1,091,245 1,091,245

- - - (167,804) (167,804)

- - - 47,122 47,122

- - - 970,563 926,407 1, 896,970

- - - - (76,898) (76,898)

- - - - (47,122) (47,122)

- - - 136,531 - 136,531

- - 38,369 - (38,369) -
6,740,900 1,750 1,118,338 1,282,960 (58,897) 9,085,051




OTP BANK ALBANIA SH.A.

(amounts in ‘000 Lek)

Statement of cash flows

_Y-égr ended 31 _I)ecember_

Notes 2019 2018
Cash flows from operating activities:
Profit/(Loss) before taxes 1,198,649 (599,563)
Adjustments to reconcile change in net assets to net cash provided by operating activities:
Depreciation 12 63,359 61,609
Amortisation 13 70,029 62,065
Impairment on financial assets 27 378,927 1,828,675
Impairment on Assets acquired from Legal Process 19,633 240,521
Loss on disposal of property and equipment 4,376 107
Loss on disposal of assets from legal process 22,520 53,697
Interest income 23 (3,765,625) (3,415,176)
Foreign exchange effect 46,215 379,451
Interest expense 24 369,065 326,953
Impairment of tangible and intangible assets - 11,544
Cash flows from operating profits before changes in (1,592,851) (1,050,117)
operating assets and liabilities
Changes in operating assets and liabilities:
Increase in the restricted balances with Central Bank (52,343) (243,454)
Increase in loans and advances to financial institutions (176,696) (93,037)
Increase in loans and advances to customers (5,808,059) (1,028,508)
Increase in other assets (35,834) (72,392)
Increase in due to financial institutions 6,847,881 3,122,747
Decrease in due to customers (1,029,448) (867,971)
Increase in other liabilities (118,580) 257,980
Decrease in liabilities related to assets held for sale - (26,458)
Interest received 3,767,692 3,437,291
Interest paid (348,326) (300,912)
Income tax paid (282,423) (153,164)
Net cash flows from operating activities 1,171,011 2,981,965
Cash flows from investing activities:
Purchases of financial assets at FVOCI (7,715,557) (2,960,859)
Proceeds from disposal and redemption of debt
securities at FVOCI 5,326,853 3,399,616
Acquisition of intangible assets (38,767) (67,163)
Acquisition of property and equipment (235,703) (62,924)

Proceeds from sale of property and equipment 5,992 1,490
Net cash flows (used in)/from investing activities (2,657,182) 310,164
Cash flows from financing activities:

Dividend paid - (519,569)
Net cash flows used in financing activities - (519,569)
Net (decrease)/increase in cash and cash equivalents (1,486,170) 2,772,560
Cash and cash equivalents, beginning of the year 6,546,978 3,774,418
Cash and cash equivalents, end of the year 5,060,808 6,546,978

The statement of cash flows is to be read in conjunction with the notes to and forming part of the financial
statements set out on p. @aﬂ tbd8§ “These financial statements have been approved by the Management of

‘he Bank on 19 Margg 20 and SIgnE?d on its behalf by: /Ah(;-
@' ’) o .“u T
Bledar Shella ,,__ “; Gabor ng)lacsik
Chief Executiy 2y Finance & Risk Division Manager
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OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

1. General

OTP Bank Albania sh.a., formerly known as Societe Generale Albania, (“the Bank™) is an Albanian financial
institution which was incorporated on 12 December 2003 under the Albanian Commercial Law and was licensed
by the Bank of Albania (“the Central Bank™) on 16 February 2004 (Decision No. 17) to operate as a bank in all
fields of banking activity in Albania in accordance with the Law No. 8365, “On the Banking System in Albania”,
dated July 1998. The Bank is also subject to Law No. 8269, dated December 1997, “On the Bank of Albania”.
The Bank started its activity on 1 March 2004.

Based on a Share Purchase Agreement signed on 28 March 2019, OTP Bank NYRT bought 100% of shares of
Societe Generale Albania from the previous shareholder Societe Generale Group domiciled in France (see Note
21).

As at 31 December 2019, the Bank was operating through a head office located in Tirana and 37 branches (2018:
35 branches). The Bank operates in the geographical region of Albania only. As at 31 December 2019 the Bank
had 454 employees (31 December 2018: 423 employees). The Bank’s registered office is at Twin Towers, Blv.
"Déshmorét e Kombit", Kulla 1, Kati 9, Tirana, Albania.

As at 31 December 2019, the Board of Directors and Audit Committee of the Bank is composed by the following
members:

Board of Directors Peter Janos Bese Chair
Janos Veres Member
Arpad Sranko Member
Adrian Civici Member
Tunde Soos Member
Aleksander Xhuvani Member
Armando Duka Member

Audit Committee Arpad Sranko Chair
Jitka Pantuckova Member
Diana Ylli Member

2.  Significant accounting policies

The Bank has consistently applied the following accounting policies to all periods presented in these financial
statements apart from the new standard, IFRS 16 Leases which has been implemented from 1 January 2019
using the modified retrospective approach through which the opening balances on 1 January 2019 are restated.
(a) Statement of compliance

The financial statements of the Bank have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by International Accounting Standards Board.

This is the first set of the Bank’s annual financial statements in which IFRS 16 Leases has been applied. The
related changes to significant accounting policies are described in Note 3.

(b) Basis of preparation

These financial statements have been prepared on the historical cost basis except for the fair value through other
comprehensive income (FVOCI) financial assets, which are measured at fair value.

(c) Functional and presentation currency

These financial statements are presented in Albanian Lek (“Lek”), which is the Bank’s functional currency.
(d) Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency at exchange rates at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to the functional currency at the exchange rate at that date.

The foreign currency gain or loss on financial instruments held at amortized cost is the difference between
amortised cost in the functional currency at the beginning of the period, adjusted for effective interest and
payments during the period, and the amortised cost in foreign currency translated at the exchange rate at the end
of the period.
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OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

2. Significant accounting policies (continued)
(e) Interest
Effective interest rate method

Interest income is recorded using the effective interest rate (EIR) method for all financial instruments measured
at amortized cost. Interest income on interest bearing debt instruments measured at FVOCI are also recorded by
using the EIR method. The EIR is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial instrument or, when appropriate, a shorter period, to the net carrying amount of
the financial asset.

The EIR (and therefore, the amortized cost of the asset) is calculated by taking into account any discount or
premium on acquisition, fees and costs that are an integral part of the EIR. The Bank recognizes interest income
using a rate of return that represents the best estimate of a constant rate of return over the expected life of the
loan. Hence, it recognizes the effect of potentially different interest rates charged at various stages, and other
characteristics of the product life cycle (including prepayments, penalty interest and charges).

If expectations regarding the cash flows on the financial asset are revised for reasons other than credit risk, the
adjustment is booked as a positive or negative adjustment to the carrying amount of the asset in the balance
sheet with an increase or reduction in interest income. The adjustment is subsequently amortized through
Interest Income in the income statement.

Interest and similar income

Income from banking operations, including income from loans and advances to customers, income from banks
and other financial institutions, are recognized in profit or loss by applying the EIR to the gross carrying amount
of financial assets other than credit-impaired assets.

When a financial asset becomes credit-impaired and is, therefore, regarded as ‘Stage 3’ (see Note 3 (k) (iv) A),
the Bank calculates interest income by applying the EIR to the net amortized cost of the financial asset. If the
financial assets cures and is no longer credit-impaired, the Bank reverts to calculating interest income on a gross
basis.

For purchased or originated credit-impaired (POCI) financial assets, the Bank calculates interest income by
calculating the credit-adjusted EIR and applying that rate to the amortized cost of the asset.

The credit-adjusted EIR is the interest rate that, at original recognition, discounts the estimated future cash flows
(including credit losses) to the amortized cost of the POCI assets.

(f) Fees and commission

The Bank earns fee and commission income from a diverse range of services it provides to its customers. Fee
income can be divided into the following three categories:

A. Fee income earned from services that are provided over a certain period of time

Fees and commission earned for the provision of services over a period of time are accrued over that period.
These fees include commission income, including account servicing fees, investment management fees, and
placement fees.

B. Fee income from providing financial services and earned on the execution of a significant act

Fees and commissions arising from negotiating or participating in the negotiation of a transaction with a third
party, such as other fees and commission expense relating mainly to transaction and service fees, are recognised
on completion of the underlying transaction. Fees or components of fees that are linked to a certain performance
are recognised after fulfilling the corresponding criteria.

C. Fee income forming an integral part of the corresponding financial instrument

Fees that the Bank considers to be an integral part of the corresponding financial instruments include: loan
origination fees, loan commitment fees for loans that are likely to be drawn down and other credit related fees.
The recognition of these fees (together with any incremental costs) form an integral part of the corresponding
financial instruments and are recognised as interest income through an adjustment to the EIR. The exception is,
when it is unlikely that a loan will be drawn down, the loan commitment fees are recognised as revenue on
expiry. Loan commitments that are within the scope of IFRS 9 (i.e., are designated as FVPL, or are at a below
market rate of interest, or are settled net) are accounted for as derivatives and measured at fair value through
profit or loss.
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OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

2. Significant accounting policies (continued)
(g) Leasing
Policy applicable from 1 January 2019

At inception of a contract, the Bank assesses whether a contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration. To assess whether a contract conveys the right to control the use of an identified asset, the Bank
uses the definition of a lease in IFRS 16.

This policy is applied to contracts entered into (or changed) on or after 1 January 2019.
i. Bank acting as a lessee

As a lessee, the Bank leases some branch and office premises, real estates and IT equipment.

At commencement or on modification of a contract that contains a lease component, the Bank allocates
consideration in the contract to each lease component on the basis of its relative standalone price. However, for
leases of branches and office premises the Bank has elected not to separate non-lease components and accounts
for the lease and non-lease components as a single lease component.

The Bank recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs
to dismantle and remove any improvements made to branches or office premises.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to
the end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any,
and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Bank’s incremental borrowing rate. Generally, the Bank uses its incremental borrowing rate as
the discount rate.

The Bank determines its incremental borrowing rate by analysing its borrowings from various external sources
and makes certain adjustments, e.g. to reflect the terms of the lease and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;

— amounts expected to be payable under a residual value guarantee; and

— the exercise price under a purchase option that the Bank is reasonably certain to exercise, lease payments in an
optional renewal period if the Bank is reasonably certain to exercise an extension option, and penalties for early
termination of a lease unless the Bank is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there
is a change in future lease payments arising from a change in an index or rate, if there is a change in the Bank’s
estimate of the amount expected to be payable under a residual value guarantee, if the Bank changes its assessment
of whether it will exercise a purchase, extension or termination option or if there is a revised in-substance fixed
lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of
the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

Determining lease term

Some leases of office premises contain extension options exercisable by the Bank up to one year before the end
of the non-cancellable contract period. Where practicable, the Bank seeks to include extension options in new
leases to provide operational flexibility. The Bank assesses at lease commencement date whether it is reasonably
certain to exercise the extension options. The Bank reassesses whether it is reasonably certain to exercise the
options if there is a significant event or significant changes in circumstances within its control.
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OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

2. Significant accounting policies (continued)
(g) Leasing (continued)

Policy applicable from 1 January 2019 (continued)
Short-term leases and leases of low-value assets

The Bank has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and
short-term leases, including leases of IT equipment. The Bank recognises the lease payments associated with these
leases as an expense on a straight-line basis over the lease term.

ii. Bank acting as a lessor

Leases where the Bank transfers substantially all the risk and benefits of ownership of the asset are classified as
finance leases. In the statement of financial position the Bank presents the receivable amount equal to the net
investment value. The recognition of finance income shall be based on a pattern reflecting a constant periodic
rate of return on the lessor's net investment in the finance lease. Lease payments relating to the period, excluding
costs for services, are applied against the gross investment in the lease to reduce both the principal and the
unearned finance income.

Policy applicable before 1 January 2019

Bank acting as a lessee - Operating lease payments

The determination of whether an arrangement is a lease, or it contains a lease, is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on the use
of a specific asset or assets and the arrangement conveys a right to use the asset. Leases which do not transfer
to the Bank substantially all the risks and benefits incidental to ownership of the leased items are operating
leases. Payments made under operating leases are recognised in Statement of profit or loss and other
comprehensive income on a straight-line basis over the term of the lease. Lease incentives received are
recognised as an integral part of the total lease expense, over the term of the lease.

Bank acting as a lessor

The accounting policy has not changed with the adoption of IFRS 16. See above in section Policy applicable
from 1 January 2019.

(h) Operating expenses

The operating expenses are recognized when incurred.

(i) Employee benefits

(1) Defined contribution plans

Obligations for contributions to defined contribution pension plans are recognised as an expense in the
Statement of profit or loss and other comprehensive income when they are due. The Bank makes only
compulsory social security contributions that provide pension benefits for employees upon retirement. The local

authorities are responsible for providing the legally set minimum threshold for pensions in Albania under a
defined contribution pension plan.

(i1) Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A provision is recognized for the amount expected to be paid under short-term cash bonus or

profit-sharing plans if the Bank has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

(iii) Other long-term employee benefits

The Bank’s net obligation in respect of long-term employee benefits is the amount of future benefit that employees
have earned in return for their service in the current and prior periods. That benefit is discounted to determine its
present value. Remeasurements are recognised in profit or loss in the period in which they arise.

(iv) Termination benefits

Termination benefits are expensed at the earlier of when the Bank can no longer withdraw the offer of those
benefits and when the Bank recognises costs for a restructuring. If benefits are not expected to be settled wholly
within 12 months of the reporting date, then they are discounted.
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OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

2. Significant accounting policies (continued)
(i) Employee benefits (continued)

(iv) Termination benefits (continued)

The fair value of the amount payable to employees, which are settled in cash, is recognised as an expense with a
corresponding increase in liabilities, over the period during which the employees become unconditionally entitled
to payment. The liability is remeasured at each reporting date and at settlement date. Any changes in the liability
are recognised as personnel expenses in profit or loss.

(j) Income tax expense

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the Statement of
profit or loss and other comprehensive income except to the extent that it relates to items recognized directly in
equity, in which case it is recognized in equity.

(i) Current Tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

The amount of current tax payable or receivable is the best estimate of the tax amount expected to be paid or
received that reflects uncertainty related to income taxes, if any. It is measured using tax rates enacted or
substantively enacted at the reporting date.

Current tax assets and liabilities are offset only if certain criteria are met.

(i1) Deferred Tax

Deferred tax is provided using the statement of financial position method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and their tax base.
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax
liabilities are recognized for all taxable temporary differences.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available
against which the deductible temporary differences can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be
realized. Additional income taxes that arise from the distribution of dividends are recognized at the same time
as the liability to pay the related dividend is recognized.

(k) Financial instruments
(i) Initial recognition and subsequent measurement

Date of recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances due to
customers, are initially recognized on the trade date, i.e., the date that the Bank becomes a party to the
contractual provisions of the instrument. This includes regular way trades: purchases or sales of financial assets
that require delivery of assets within the time frame generally established by regulation or convention in the
market place. Loans and advances to customers are recognized when funds are transferred to the customers’
accounts. The Bank recognizes balances due to customers when funds are transferred to the Bank.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms and the
business model for managing the instruments, as described in Notes 3 (k) (i) (business model asessment and
SPPI test). Financial instruments are initially measured at their fair value (as defined in Note 3 (k)), except in
the case of financial assets and financial liabilities recorded at FVPL, transaction costs are added to, or subtracted
from, this amount. When the fair value of financial instruments at initial recognition differs from the transaction
price, the Bank accounts for the Day 1 profit or loss, as described below.

Day 1 profit or loss

When the transaction price of the instrument differs from the fair value at origination and the fair value is based
on a valuation technique using only inputs observable in market transactions, the Bank recognizes the difference
between the transaction price and fair value in net trading income. In those cases where fair value is based on
models for which some of the inputs are not observable, the difference between the transaction price and the
fair value is deferred and is only recognized in profit or loss when the inputs become observable, or when the
instrument is derecognized.
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Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

2. Significant accounting policies (continued)

(k) Financial instruments

@) Initial recognition and subsequent measurement (continued)
Measurement categories of financial assets and liabilities

The Bank classifies all of its financial assets based on the business model for managing the assets and the asset’s
contractual terms, measured at either:

e Amortized cost, as explained in Note 3(k) (i) A

e FVOCI, as explained in Note 3(k) (i) C

e FVPL, as explained in Note 3(k) (i) D

The Bank classifies and measures its trading portfolio at FVPL. The Bank may designate financial instruments
at FVPL, if so doing eliminates or significantly reduces measurement or recognition inconsistencies, as
explained in Note 3(k) (i) D.

Financial liabilities, other than loan commitments and financial guarantees, are measured at amortized cost or
at FVPL when they are held for trading and derivative instruments or the fair value designation is applied, as
explained in Note 3(k) (i) D.

(i) Classification

On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:

— the asset is held within a business model whose objective is to hold assets to collect contractual cash flows;
— the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated
as at FVTPL:

— the asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

— the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPL

Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of financial assets
to achieve its business objective.

The Bank's business model is not assessed on an instrument-by-instrument basis, but at a higher level of

aggregated portfolios and is based on observable factors such as:

e How the performance of the business model and the financial assets held within that business model are
evaluated and reported to the entity's key management personnel

o The risks that affect the performance of the business model (and the financial assets held within that business
model) and, in particular, the way those risks are managed

e How managers of the business are compensated (for example, whether the compensation is based on the fair
value of the assets managed or on the contractual cash flows collected)

e The expected frequency, value and timing of sales are also important aspects of the Bank’s assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress

case’ scenarios into account. If cash flows after initial recognition are realized in a way that is different from

the Bank's original expectations, the Bank does not change the classification of the remaining financial assets

held in that business model, but incorporates such information when assessing newly originated or newly

purchased financial assets going forward.

The Bank manages its financial assets under the “held to collect” business model, except for investment

securities that are managed under the “held to collect and sell” business model.

The SPPI test

As a second step of its classification process the Bank assesses the contractual terms of financial assets to
identify whether they meet the SPPI (Solely Payments of Principal and Interest) test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and
may change over the life of the financial asset (for example, if there are repayments of principal or amortization
of the premium/discount).
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Notes to the financial statements for the year ended 31 December 2019
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2. Significant accounting policies (continued)
(k) Financial instruments (continued)

(ii) Classification (continued)

The SPPI test (continued)

The most significant elements of interest within a lending arrangement are typically the consideration for the
time value of money and credit risk. To make the SPPI assessment, the Bank applies judgment and considers
relevant factors such as the currency in which the financial asset is denominated, and the period for which the
interest rate is set.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash
flows that are solely payments of principal and interest on the amount outstanding. In such cases, the financial
asset is required to be measured at FVPL.

(iif) Financial assets and liabilities
A - Due from banks, Loans and advances to customers, Financial investments at amortized cost

The Bank only measures Due from banks, Loans and advances to customers and other financial investments at
amortized cost if both of the above conditions regarding business model and SPPI test are met.

B - Financial assets or financial liabilities held for trading

The Bank classifies financial assets or financial liabilities as held for trading when they have been purchased or
issued primarily for short-term profit making through trading activities or form part of a portfolio of financial
instruments that are managed together, for which there is evidence of a recent pattern of short-term profit taking.
Held-for-trading assets and liabilities are recorded and measured in the statement of financial position at fair
value. Changes in fair value are recognised in net trading income. Interest and dividend income or expense is
recorded in net trading income according to the terms of the contract, or when the right to payment has been
established. The Bank does not hold any instruments for trading purposes.

C - Debt instruments at FYOCI

The Bank applies the category of debt instruments measured at FVOCI when both of the following conditions

are met:

e The instrument is held within a business model, the objective of which is achieved by both collecting
contractual cash flows and selling financial assets

e The contractual terms of the financial asset meet the SPPI test

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to changes
in fair value recognised in OCI. Interest income and foreign exchange gains and losses are recognised in profit
or loss in the same manner as for financial assets measured at amortized cost as explained in Note 3 (e). The
ECL calculation for Debt instruments at FVOCI is explained in Note 3(k) (iv) C. Where the Bank holds more
than one investment in the same security, they are deemed to be disposed of on a first—in first—out basis. On
derecognition, cumulative gains or losses previously recognised in OCI are reclassified from OCI to profit or
loss.

D - Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities in this category are those that are not held for trading and have been

either designated by management upon initial recognition or are mandatorily required to be measured at fair

value under IFRS 9. Management only designates an instrument at FVPL upon initial recognition when one of

the following criteria are met. Such designation is determined on an instrument-by-instrument basis:

e The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise
from measuring the assets or liabilities or recognizing gains or losses on them on a different basis; or

e The liabilities are part of a group of financial liabilities , which are managed and their performance evaluated
on a fair value basis, in accordance with a documented risk management or investment strategy; or

e The liabilities containing one or more embedded derivatives, unless they do not significantly modify the
cash flows that would otherwise be required by the contract, or it is clear with little or no analysis when a
similar instrument is first considered that separation of the embedded derivative(s) is prohibited.
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2. Significant accounting policies (continued)

(k) Financial instruments (continued)
(iii) Financial assets and liabilities (continued)

Financial assets and financial liabilities at FVPL are recorded in the statement of financial position at fair value.
Changes in fair value are recorded in profit and loss with the exception of movements in fair value of liabilities
designated at FVPL due to changes in the Bank’s own credit risk. Such changes in fair value are recorded in the
Own credit reserve through OCI and do not get recycled to the profit or loss. Interest earned or incurred on
instruments designated at FVPL is accrued in interest income or interest expense, respectively, using the EIR,
taking into account any discount/ premium and qualifying transaction costs being an integral part of instrument.

Interest earned on assets mandatorily required to be measured at FVPL is recorded using contractual interest
rate. Dividend income from equity instruments measured at FVPL is recorded in profit or loss as other operating
income when the right to the payment has been established.

The Bank does not hold any financial assets and financial liabilities measured at fair value through profit or loss
(note 3 (k) (i) B).

E - Financial guarantees, letters of credit and undrawn loan commitments

The Bank issues financial guarantees, letters of credit and loan commitments. Financial guarantees are initially
recognised in the financial statements (within Provisions) at fair value, being the premium received. Subsequent
to initial recognition, the Bank’s liability under each guarantee is measured at the higher of the amount initially
recognised less cumulative amortization recognised in the income statement, and an ECL provision as set out
in Note 19.

The premium received is recognised in the income statement in Net fees and commission income on a straight
line basis over the life of the guarantee. Undrawn loan commitments and letters of credits are commitments
under which, over the duration of the commitment, the Bank is required to provide a loan with pre-specified
terms to the customer. The nominal contractual value of financial guarantees, letters of credit and undrawn loan
commitments, where the loan agreed to be provided is on market terms, are not recorded on in the statement of
financial position. The nominal values of these instruments together with the corresponding ECLs are disclosed
in Note 19.

(iv) Reclassification of financial assets and liabilities
The Bank does not reclassify its financial assets subsequent to their initial recognition, apart from the
exceptional circumstances in which the Bank acquires, disposes of, or terminates a business line. Financial

liabilities are never reclassified. The Bank did not reclassify any of its financial assets or liabilities during 2019
and 2018.

(v) Derecognition of financial assets and liabilities

A - Derecognition due to substantial modification of terms and conditions

The Bank derecognizes a financial asset, such as a loan to a customer, when the terms and conditions have been
renegotiated to the extent that, substantially, it becomes a new loan, with the difference recognised as a
derecognition gain or loss, to the extent that an impairment loss has not already been recorded. The newly
recognised loans are classified as Stage 1 for ECL measurement purposes, unless the new loan is deemed to be
POCIL

When assessing whether or not to derecognize a loan to a customer, amongst others, the Bank considers the
following factors:

e Change in currency of the loan

Introduction of an equity feature

Change in counterparty

If the modification is such that the instrument would no longer meet the SPPI criterion.

If the modification does not result in cash flows that are substantially different, the modification does not result
in derecognition. Based on the change in cash flows discounted at the original EIR, the Bank records a
modification gain or loss, to the extent that an impairment loss has not already been recorded.
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2. Significant accounting policies (continued)
(k) Financial instruments (continued)

(v) Derecognition of financial assets and liabilities (continued)
B - Derecognition other than for substantial modification
Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is derecognized when the rights to receive cash flows from the financial asset have expired. The Bank also
derecognizes the financial asset if it has both transferred the financial asset and the transfer qualifies for
derecognition.

The Bank has transferred the financial asset if, and only if, either:

e The Bank has transferred its contractual rights to receive cash flows from the financial asset; or
o It retains the rights to the cash flows, but has assumed an obligation to pay the received cash flows in full
without material delay to a third party under a ‘pass—through’ arrangement.

Pass-through arrangements are transactions whereby the Bank retains the contractual rights to receive the cash
flows of a financial asset (the 'original asset'), but assumes a contractual obligation to pay those cash flows to
one or more entities (the 'eventual recipients'), when all of the following three conditions are met:

e The Bank has no obligation to pay amounts to the eventual recipients unless it has collected equivalent
amounts from the original asset, excluding short-term advances with the right to full recovery of the amount
lent plus accrued interest at market rates

e The Bank cannot sell or pledge the original asset other than as security to the eventual recipients

e The Bank has to remit any cash flows it collects on behalf of the eventual recipients without material delay.

In addition, the Bank is not entitled to reinvest such cash flows, except for investments in cash or cash
equivalents including interest earned, during the period between the collection date and the date of required
remittance to the eventual recipients.

A transfer only qualifies for derecognition if either:

e The Bank has transferred substantially all the risks and rewards of the asset; or
e The Bank has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

The Bank considers control to be transferred if and only if, the transferee has the practical ability to sell the asset
in its entirety to an unrelated third party and is able to exercise that ability unilaterally and without imposing
additional restrictions on the transfer.

When the Bank has neither transferred nor retained substantially all the risks and rewards and has retained
control of the asset, the asset continues to be recognised only to the extent of the Bank’s continuing involvement,
in which case, the Bank also recognizes an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Bank has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration the Bank could be required
to pay.

If continuing involvement takes the form of a written or purchased option (or both) on the transferred asset, the
continuing involvement is measured at the value the Bank would be required to pay upon repurchase. In the
case of a written put option on an asset that is measured at fair value, the extent of the entity's continuing
involvement is limited to the lower of the fair value of the transferred asset and the option exercise price.
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2. Significant accounting policies (continued)
(k) Financial instruments (continued)

(v) Derecognition of financial assets and liabilities (continued)
Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires.
Where an existing financial liability is replaced by another, from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated
as a derecognition of the original liability and the recognition of a new liability. From the quantitative
perspective, a substantial modification for the financial liabilities is considered a change of more than 10 percent
between the carrying value of the original financial liability and the modified one. The difference between the
carrying value of the original financial liability and the consideration paid is recognised in profit or loss.

(vi) Impairment of financial assets
A - Overview of the ECL principles

The Bank recognises loss allowances for ECL on the following financial instruments that are not measured at
FVTPL:

— financial assets that are debt instruments;

— lease receivables;

— financial guarantee contracts issued; and

— loan commitments issued.

No impairment loss is recognised on equity investments.

The Bank measures loss allowances at an amount equal to lifetime ECL (LTECL), except for the following, for
which they are measured as 12-month ECL (12mECL):

— debt investment securities that are determined to have low credit risk at the reporting date; and

— other financial instruments (other than lease receivables) on which credit risk has not increased significantly
since their initial recognition (see Note 34(b)(v)).

The 12mECL is the portion of LTECLSs that represent the ECLs that result from default events on a financial
instrument that are possible within the 12 months after the reporting date.

Both LTECLs and 12mECLs are calculated on either an individual basis or a collective basis, depending on the
nature of the underlying portfolio of financial instruments. The Bank’s policy for grouping financial assets
measured on a collective basis is explained in Note 34 (b) (vi).

The Bank has established a policy to perform an assessment, at the end of each reporting period, of whether a

financial instrument’s credit risk has increased significantly since initial recognition, by considering the change

in the risk of default occurring over the remaining life of the financial instrument. This is further explained in

Note 34 (b) (viii).

Based on the above process, the Bank groups its loans into Stage 1, Stage 2, and Stage 3, as described below:

e Stage 1: When credit exposures are first recognised, the Bank recognizes an allowance based on 12mECLs.
Stage 1 credit exposures also include facilities where the credit risk has improved and the loan has been
reclassified from Stage 2.

e Stage 2: When a credit exposure has shown a significant increase in credit risk since origination, the Bank
records an allowance for the LTECLs. Stage 2 credit exposures also include facilities, where the credit risk
has improved and the loan has been reclassified from Stage 3.

e Stage 3: Credit exposures considered credit-impaired. The bank records an allowance for the LTECLs. Note

34 (b) (i).

B - The calculation of ECLs

The Bank calculates ECLs based on three probability-weighted scenarios to measure the expected cash
shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference between the cash flows
that are due to an entity in accordance with the contract and the cash flows that the entity expects to receive.
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2. Significant accounting policies (continued)

(k) Financial instruments (continued)
(vi) Impairment of financial assets (continued)

B - The calculation of ECLs (continued)
The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

e PD - The Probability of Default is an estimate of the likelihood of default over a given time horizon. A
default may only happen at a certain time over the assessed period, if the facility has not been previously
derecognized and is still in the portfolio. The concept of PDs is further explained in Note 34 (b) (x1).

e EAD - The Exposure at Default is an estimate of the exposure at a future default date, taking into account
expected changes in the exposure after the reporting date, including repayments of principal and interest,
whether scheduled by contract or otherwise, expected drawdowns on committed facilities, and accrued
interest from missed payments. The EAD is further explained in Note 34 (b) (iii).

e LGD - The Loss Given Default is an estimate of the loss arising in the case where a default occurs at a given
time. It is based on the difference between the contractual cash flows due and those that the lender would
expect to receive, including from the realization of any collateral. It is usually expressed as a percentage of
the EAD. The LGD is further explained in Note & b (iy .

When estimating the ECLs, the Bank considers three scenarios, an optimistic, base and pessimistic. Each of
these is associated with different PDs, EADs and LGDs, as set out in Note 3(k)(iv).E. When relevant, the
assessment of multiple scenarios also incorporates how defaulted loans are expected to be recovered, including
the probability that the loans will cure and the value of collateral or the amount that might be received for selling
the asset.

With the exception of revolving facilities, for which the treatment is separately set out in Note 3(k) (iv).E, the
maximum period for which the credit losses are determined is the contractual life of a financial instrument unless
the Bank has the legal right to call it earlier.

Impairment losses and releases are accounted for and disclosed separately from modification losses or gains
that are accounted for as an adjustment of the financial asset’s gross carrying value.

The mechanics of the ECL method are summarized below:

o Stage 1: The 12mECL is calculated as the portion of LTECLSs that represent the ECLs that result from default
events on a financial instrument that are possible within the 12 months after the reporting date. The Bank
calculates the 12mECL allowance based on the expectation of a default occurring in the 12 months following
the reporting date. These expected 12-month default probabilities are applied to a forecast EAD and
multiplied by the expected LGD and discounted by an approximation to the original EIR. This calculation is
made for each of the three scenarios, as explained above.

o Stage 2: When a loan has shown a significant increase in credit risk since origination, the Bank records an
allowance for the LTECLs. The mechanics are similar to those explained above, including the use of multiple
scenarios, but PDs and LGDs are estimated over the lifetime of the instrument. The expected cash shortfalls
are discounted by an approximation to the original EIR.

o Stage 3: For loans considered credit-impaired (as defined in Note 3 (b) (i), the Bank recognizes the lifetime
expected credit losses for these loans.
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2. Significant accounting policies (continued)

(k) Financial instruments (continued)
(vi) Impairment of financial assets (continued)
B - The calculation of ECLs (continued)

e POCI: POCI assets are financial assets that are credit impaired on initial recognition. The Bank only
recognizes the cumulative changes in lifetime ECLs since initial recognition, discounted by the credit-
adjusted EIR.

e Loan commitments and letters of credit: When estimating 12mECL or LTECLs for undrawn loan
commitments, the Bank estimates the expected portion of the loan commitment that will be drawn down over
12 month period or over its expected life. The ECL is then based on the present value of the expected
shortfalls in cash flows if the loan is drawn down. The expected cash shortfalls are discounted at an
approximation to the expected EIR on the loan. For revolving facilities that include both a loan and an
undrawn commitment, ECLs are calculated and presented together with the loan. For loan commitments and
letters of credit, the ECL is recognised within Provisions.

C - Debt instruments measured at fair value through OCI

The ECLs for debt instruments measured at FVOCI do not reduce the carrying amount of these financial assets
in the statement of financial position, which remains at fair value. Instead, an amount equal to the allowance
that would arise if the assets were measured at amortized cost is recognised in OCI as an accumulated
impairment amount, with a corresponding charge to profit or loss. The accumulated loss recognised in OCI is
recycled to the profit and loss upon derecognition of the assets.

D - Purchased or originated credit impaired financial assets (POCI)

For POCI financial assets, the Bank only recognizes the cumulative changes in LTECL since initial recognition
in the loss allowance.

E - Other revolving facilities

The Bank’s product offering includes retail overdraft facilities, in which the Bank has the right to cancel and/or
reduce the facilities with one day’s notice. The Bank does not limit its exposure to credit losses to the contractual
notice period, but, instead calculates ECL over a period that reflects the Bank’s expectations of the customer
behaviour, its likelihood of default and the Bank’s future risk mitigation procedures, which could include
reducing or cancelling the facilities. Based on past experience and the Bank’s expectations, the period over
which the Bank calculates ECLs for these products, is seven years for retail products.

The ongoing assessment of whether a significant increase in credit risk has occurred for revolving facilities is
similar to other lending products. This is based on shifts in the customer’s internal credit rating, but greater
emphasis is also given to qualitative factors such as changes in usage.

F - Forward looking information

In its ECL models, the Bank relies on a broad range of forward looking information as economic inputs, such
as:

e GDP growth

e Unemployment rates

e Bank of Albania base rates

e Consumer price index

The Bank incorporates forward-looking information into the measurement of ECL. The Bank has identified and
documented key drivers of credit risk and credit losses for each portfolio of financial instruments and, using an
analysis of historical data, has estimated relationships between GDP growth and credit losses.
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2. Significant accounting policies (continued)

(k) Financial instruments (continued)
(vi) Impairment of financial assets (continued)

F - Forward looking information (continued)

The inputs and models used for calculating ECLs may not always capture all characteristics of the market at the
date of the financial statements. To reflect this, qualitative adjustments or overlays are occasionally made as
temporary adjustments when such differences are significantly material. Detailed information about these inputs
and sensitivity analysis are provided in Note 34 (b) (vii) and Note 34 (b) (xii).

(vii) Collateral valuation

To mitigate its credit risks on financial assets, the Bank seeks to use collateral, where possible. The collateral
comes in various forms, such as cash, securities, letters of credit/guarantees, real estate, receivables, inventories,
other non-financial assets and credit enhancements such as netting agreements. The proceeds from sale of
collaterals assigned to the Bank through its lending arrangements are used as one of the potential scenarios for
ECL calculation purposes. Collateral, unless repossessed, is not recorded on the Bank’s statement of financial
position.

However, the fair value of collateral affects the calculation of ECLs. It is generally assessed, at a minimum, at
inception and re-assessed on a three-year basis. However, some collateral, for example, cash or securities
relating to margining requirements, is valued daily. Details of the impact of the Bank’s various credit
enhancements are disclosed in Note 34 (b) (xii).

To the extent possible, the Bank uses active market data for valuing financial assets held as collateral. Other
financial assets which do not have readily determinable market values are valued using models. Non-financial
collateral, such as real estate, is valued based on data provided by third parties such as external independent
appraisal.

(viii) Write-offs

Financial assets are written off either partially or in their entirety only when the Bank has stopped pursuing the
recovery. If the amount to be written off is greater than the accumulated loss allowance, the difference is first
treated as an addition to the allowance that is then applied against the gross carrying amount. Any subsequent
recoveries are credited to credit loss expense.

(ix) Forborne and modified loans

The Bank sometimes makes concessions or modifications to the original terms of loans as a response to the
borrower’s financial difficulties, rather than taking possession or to otherwise enforce collection of collateral.

The Bank considers a loan forborne when such concessions or modifications are provided as a result of the
borrower’s present or expected financial difficulties and the Bank would not have agreed to them if the borrower
had been financially healthy. Indicators of financial difficulties include defaults on covenants, or significant
concerns raised by the Risk Department. Forbearance may involve extending the payment arrangements and the
agreement of new loan conditions. Once the terms have been renegotiated, any impairment is measured using
the original EIR as calculated before the modification of terms. It is the Bank’s policy to monitor forborne loans
to help ensure that future payments continue to be likely to occur.

Derecognition decisions and classification between Stage 2 and Stage 3 are determined on a case-by-case basis.
If these procedures identify a loss in relation to a loan, it is disclosed and managed as an impaired Stage 3
forborne asset until it is collected or written off.
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2. Significant accounting policies (continued)
(k) Financial instruments (continued)
(ix) Forborne and modified loans (continued)

When the loan has been renegotiated or modified but not derecognized, the Bank also reassesses whether there
has been a significant increase in credit risk, as set out in Note 34 (b) (viii). The Bank also considers whether
the assets should be classified as Stage 3. Once an asset has been classified as forborne, it will remain forborne
for a minimum 24-month probation period. In order for the loan to be reclassified out of the forborne category,
the customer has to meet all of the following criteria:

o All of its facilities have to be considered performing
The probation period of six months has passed from the date the forborne contract was considered performing
e Regular payments of more than an insignificant amount of principal or interest have been made during at
least half of the probation period
e The customer does not have any contract that is more than 30 days past due.

(x) Offsetting

The Bank does not offset assets and liabilities or income and expenses, unless required or permitted by an IFRS.
In addition, the Bank presents on a net basis gains and losses arising from a group of similar transactions, for
example, foreign exchange gains and losses. However, the Bank presents such gains and losses separately if
they are material.

(xi) Fair value measurement

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Bank has access at that date. The fair value of a liability reflects its non-
performance risk.

When available, the Bank measures the fair value of an instrument using the quoted price in an active market
for that instrument. A market is regarded as active if transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximise the use
of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in pricing a transaction. Valuation
techniques include net present value techniques, the discounted cash flow method, comparison to similar
instruments for which market observable prices exist, and valuation models.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction
price —i.e. the fair value of the consideration given or received.

If the Bank determines that the fair value at initial recognition differs from the transaction price and the fair
value is evidenced neither by a quoted price in an active market for an identical asset or liability nor based on a
valuation technique that uses only data from observable markets, then the financial instrument is initially
measured at fair value, adjusted to defer the difference between the fair value at initial recognition and the
transaction price. Subsequently, that difference is recognised in profit or loss on an appropriate basis over the
life of the instrument but no later than when the valuation is wholly supported by observable market data or the
transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Bank measures assets
and long positions at a bid price and liabilities and short positions at an ask price.

The fair value of a demand deposit is not less than the amount payable on demand, discounted from the first
date on which the amount could be required to be paid.

The Bank recognises transfers between levels of the fair value hierarchy as of the end of the reporting period
during which the change has occurred. The Bank measures fair values using the following fair value hierarchy
that reflects the significance of the inputs used in making the measurements:

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.
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2. Significant accounting policies (continued)
(k) Financial instruments (continued)
(xi) Fair value measurement (continued)

Level 2: Valuation techniques based on observable inputs, either directly (i.e., as prices) or indirectly (i.e.,
derived from prices).

This category includes instruments valued using: quoted market prices in active markets for similar instruments;
quoted prices for identical or similar instruments in markets that are considered less than active; or other
valuation techniques where all significant inputs are directly or indirectly observable from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments
where the valuation technique includes inputs not based on observable data and the unobservable inputs have a
significant effect on the instrument's valuation. This category includes instruments that are valued based on
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required
to reflect differences between the instruments.

The Bank uses widely recognised valuation models for determining the fair value of financial instruments. For
these financial instruments, inputs into models are market observable. Valuation techniques include net present
value and discounted cash flow models, comparison to similar instruments for which market observable prices
exist, and valuation techniques based on a current yield curve appropriate for the remaining term to maturity.
The objective of valuation techniques is to arrive at the determination of a fair value that reflects the price of
the financial instrument at the reporting date, which would have been determined by market participants acting
at arm's length.

(xii) Credit-impaired financial assets

At each reporting date, the Bank assesses whether financial assets carried at amortised cost, debt financial assets
carried at FVOCI, finance lease receivables, financial guarantees and loan commitments are credit impaired
(referred to as ‘Stage 3 financial assets’). A financial asset is ‘credit-impaired’ when one or more events that have
a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Objective evidence that financial assets are credit-impaired can include:

default or delinquency by a borrower,

restructuring of a loan or advance by the Bank on terms that the Bank would not otherwise consider,
indications that a borrower or issuer will enter bankruptcy,

the disappearance of an active market for a security,

or other observable data relating to a group of assets such as adverse changes in the payment status of
borrowers or issuers in the Bank, or

6. economic conditions that correlate with defaults in the Bank.

Nk W=

In assessing collective impairment the Bank uses statistical modelling of historical trends of the probability of
default, timing of recoveries and the amount of loss incurred. Default rates, loss rates and the expected timing
of future recoveries are benchmarked against actual outcomes to ensure that they remain appropriate.

(xiii) Reversal of impairment

If, in a subsequent period, the fair value of an impaired financial assets at fair value through other comprehensive
income increases and the increase can be related objectively to an event occurring after the impairment loss was
recognized, then the impairment loss is reversed through profit or loss; otherwise, any increase in fair value is
recognized through other comprehensive income (“OCI”). Any subsequent recovery in the fair value of an
impaired financial assets at fair value through other comprehensive income is always recognized in OCI.
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2. Significant accounting policies (continued)
(I) Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with central banks and
highly liquid financial assets with remaining maturities of less than three months, which are subject to
insignificant risk of changes in their fair value, and are used by the Bank in the management of its short-term
commitments.

Cash and cash equivalents are carried at amortized cost in the statement of financial position.

(m) Loans and advances
‘Loans and advances’ captions in the statement of financial position include:

— loans and advances measured at amortised cost (see k(ii)); they are initially measured at fair value plus
incremental direct transaction costs, and subsequently at their amortised cost using the effective interest method;
and

— lease receivables (see (g)).

When the Bank purchases a financial asset and simultaneously enters into an agreement to resell the asset (or a
substantially similar asset) at a fixed price on a future date (reverse repo or stock borrowing), the consideration
paid is accounted for as a loan or advance, and the underlying asset is not recognised in the Bank’s financial
statements.

(n) Investment securities

The ‘investment securities’ caption in the statement of financial position includes debt securities measured at
Fair Value through Other Comprehensive Income (FVOCI).

For debt securitiecs measured at FVOCI, gains and losses are recognised in OCI, except for the following, which
are recognised in profit or loss in the same manner as for financial assets measured at amortised cost:

— interest revenue using the effective interest method;
— ECL and reversals; and
— foreign exchange gains and losses.

When debt security measured at FVOCI is derecognised, the cumulative gain or loss previously recognised in OCI
is reclassified from equity to profit or loss.

(0) Assets held for sale and disposal groups

Assets classified as held for sale are measured at the lower of their carrying amount and fair value less costs to
sell. Non-current assets are classified as held for sale if their carrying amounts will be recovered principally
through a sale transaction rather than through continuing use. This condition is regarded as met only when the
sale is highly probable and the asset is available for immediate sale in its present condition, management has
committed to the sale, and the sale is expected to have been completed within one year from the date of
classification.

(p) Assets acquired through adjudication

The Bank’s policy is to determine whether an asset acquired through adjudication is best used for its internal
operations or should be sold. Assets determined to be useful for the internal operations of the Bank are
transferred to their relevant asset category at the lower of their repossessed value or the carrying value of the
original secured asset. As at 31 December 2019 and 2018 there are no such assets.

The Bank holds the rest of the assets acquired through adjudication, i.e. enforcement of collateral over loans
and advances as inventory. The Bank measures these assets initially at their cost (purchase price). At the end of
each reporting period, these assets are measured at the lowest of their carrying amount or net realizable value.
Gains and losses arising from changes in the net realizable value of these assets are included in profit or loss in
the period in which they arise, as inventory write-downs. These assets are derecognized upon disposal or when
there are no future economic benefits expected from disposal. Any gain or loss arising on de-recognition of
these assets (calculated as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in profit or loss in the period in which the property is derecognized.

81



OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

2.  Significant accounting policies (continued)

(q) Property and equipment

(i)  Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and impairment losses.

(ii) Subsequent costs

The cost of replacing part of an item of property or equipment is recognised in the carrying amount of the item
if it is probable that the future economic benefits embodied within the part will flow to the Bank and its cost can
be measured reliably. The costs of the day-to-day servicing of property and equipment are recognised in
Statement of profit or loss and other comprehensive income as incurred.

(iii) Depreciation

Depreciation is recognised in Statement of profit or loss and other comprehensive income on a straight-line
basis over the estimated useful lives of each part of an item of property and equipment. Improvements to leased
assets are depreciated over the shorter of the lease term and their useful lives.

The estimated useful lives for the current and comparative periods are as follows:

(in years)
Buildings 30
Computers and IT equipment 5
Installations and various equipment 5
Office furniture 10
Motor vehicles 5
Leasehold improvements 5

Depreciation methods, useful lives and residual values are reassessed at the reporting date. Depreciation is not
provided on construction-in-progress.

(r) Intangible assets

Software acquired by the Bank is stated at cost less accumulated amortisation and accumulated impairment
losses. Subsequent expenditure on software assets is capitalised only when it increases the future economic
benefits embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

Amortisation is recognised in the statement of profit or loss and other comprehensive income on a straight-line
basis over the estimated useful life of the software, from the date that it is available for use. The estimate useful
life of software is ten years.

(s) Impairment of non-financial assets

The carrying amounts of the Bank’s non-financial assets, other than deferred tax assets, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists then the
asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash inflows
that largely are independent from other assets and groups. Impairment losses are recognised in Statement of
profit or loss and other comprehensive income.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell.
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2.  Significant accounting policies (continued)
(s) Impairment of non-financial assets (continued)

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the
loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

(t) Deposits and other financial liabilities
Deposits and other financial liabilities are part of the Bank’s sources of debt funding.

When the Bank sells a financial asset and simultaneously enters into a “repo” agreement to repurchase the asset
(or a similar asset) at a fixed price on a future date, the arrangement is accounted for as a deposit, and the
underlying asset continues to be recognised in the Bank’s financial statements.

Securities sold under agreements to repurchase at a specified future date are not derecognized from the statement
of financial position as the Bank retains substantially all of the risks and rewards of ownership. The
corresponding cash received is recognised in the statement of financial position as an asset with a corresponding
obligation to return it, including accrued interest as a liability within cash collateral on securities lent and
repurchase agreements, reflecting the transaction’s economic substance as a loan to the Bank. The difference
between the sale and repurchase prices is treated as interest expense and is accrued over the life of agreement
using the EIR.

The Bank classifies capital instruments as financial liabilities or equity instruments in accordance with the
substance of the contractual terms of the instrument.

Deposits and other financial liabilities are initially measured at fair value plus transaction costs, and
subsequently measured at their amortised cost using the effective interest method.

(u) Provisions

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle
the obligation.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and, where appropriate, the risks specific to the liability.

(v) Share capital.

Ordinary shares and non-redeemable preference shares with discretionary dividends are both classified as
equity. Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net
of tax, from the proceeds. Any excess of the fair value of consideration received over the par value of shares
issued is recorded as share premium in equity.

(w) Dividends.

Dividends are recorded in equity in the period in which they are declared. Any dividends declared after the end
of the reporting period and before the financial statements are authorised for issue, are disclosed in the
subsequent events note. The IFRS accounting reports of the Bank are the basis for profit distribution and other
appropriations.
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2.  Significant accounting policies (continued)
(x) Financial guarantees and loan commitments

In the ordinary course of business, the Bank issues financial guarantees, consisting of letters of credit, guarantees
and acceptances. Financial guarantees are initially recognised in the financial statements (within ‘other
liabilities’) at fair value, being the premium received. Subsequent to initial recognition, the Bank’s liability
under each guarantee is measured at the higher of the amount initially recognised less cumulative amortization
recognised in the income statement, and the best estimate of expenditure required to settle any financial
obligation arising as a result of the guarantee.

Any increase in the liability relating to financial guarantees is recorded in the income statement in credit loss
expense. The premium received is recognised in the income statement in net fees and commission income on a
straight line basis over the life of the guarantee.

Subsequently, financial guarantees are measured at the higher of the loss allowance determined in accordance
with IFRS 9 and the amount initially recognised less, when appropriate, the cumulative amount of income
recognised in accordance with the principles of IFRS 15.

Loan commitments are subsequently measured net of loss allowance recognized in accordance with IFRS 9.
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3.  Adoption of new and revised International Financial Reporting Standards ( IFRSs)
3.1.New and amended standards and interpretations

In these financial statements, the Bank has applied IFRS 16 Leases, effective for annual periods beginning on
or after 1 January 2019, for the first time.

3.1.1. IFRS 16 Leases

The Bank applied IFRS 16 using the modified retrospective approach, under which there is no cumulative effect
of initial application in the retained earnings at 1 January 2019. Accordingly, the comparative information
presented for 2018 is not restated — i.e. it is presented, as previously reported, under IAS 17 and related
interpretations. The details of the changes in accounting policies are disclosed below. Additionally, the
disclosure requirements in IFRS 16 have not generally been applied to comparative information.

i. Definition of a lease

Previously, the Bank determined at contract inception whether an arrangement is or contains a lease under [FRIC
4 Determining whether an Arrangement contains a Lease. The Bank now assesses whether a contract is or
contains a lease based on the definition of a lease, as explained in Note 3(g).

On transition to IFRS 16, the Bank elected to apply the practical expedient to grandfather the assessment of
which transactions are leases. The Bank applied IFRS 16 only to contracts that were previously identified as
leases. Contracts that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed for whether
there is a lease under IFRS 16.

ii. As a lessee

As a lessee, the Bank leases some branch and office premises and real estates. The Bank previously classified
these leases as operating leases under IAS 17 based on its assessment of whether the lease transferred
substantially all of the risks and rewards incidental to ownership of the underlying asset to the Bank. Under
IFRS 16, the Bank recognises right-of-use assets and lease liabilities for leases of branch and office premises —
i.e. these leases are on-balance sheet.

At commencement or on modification of a contract that contains a lease component, the Bank allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices. However,
for leases of branches and office premises the Bank has elected not to separate nonlease components and account
for the lease and associated non-lease components as a single lease component.

On transition, for these leases, lease liabilities were measured at the present value of the remaining lease
payments, discounted at the Bank’s incremental borrowing rate as at 1 January 2019.

Right-of-use assets are measured at an amount equal to the lease liability, adjusted by the amount of any prepaid
or accrued lease payments relating to that lease recognised in the statement of financial position immediately
before the date of initial application..

The Bank used a number of practical expedients when applying IFRS 16 to leases previously classified as
operating leases under IAS 17. In particular, the Bank:

— relied on its assessment of whether leases are onerous under IAS 37 Provisions, Contingent Liabilities and
Contingent Assets immediately before the date of initial application as an alternative to performing an
impairment review;

— did not recognise right-of-use assets and liabilities for leases for which the lease term ends within 12 months
of the date of initial application;

— did not recognise right-of-use assets and liabilities for leases of low-value assets (i.e. IT equipment with
initial cost below EUR 5,000 or equivalent in other currencies);

— excluded initial direct costs from measuring the right-of-use asset at the date of initial application; and

— used hindsight when determining the lease term.
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3.

3
3

Adoption of new and revised International Financial Reporting Standards ( IFRSs) (continued)
.1.New and amended standards and interpretations (continued)
1.1. IFRS 16 Leases (continued)

iv. As a lessor

The Bank leases out certain machineries, equipment and vehicles. The Bank had classified these leases as finance
lease receivable (see Note 9.2). The Bank is not required to make any adjustments on transition to IFRS 16 for
leases in which it acts as a lessor.

v. Impact on financial statements

Impact on transition
On transition to IFRS 16, the Bank recognised additional right-of-use assets and additional lease liabilities,
recognising the difference in retained earnings. The impact on transition is summarised below.

In Lek thousand 1 Januarv 2019
Right-of-use assets — Offices 7,054
Right-of-use assets — Branches 513,283
Right-of-use assets — Real Estates 9,254
Lease liabilities 529,591

For the impact of IFRS 16 on profit or loss for the period, see Note 11(b). For the details of accounting policies
under IFRS 16 and IAS 17, see Note 3(g).

When measuring lease liabilities for leases that were classified as operating leases, the Bank discounted lease
payments using its incremental borrowing rate at 1 January 2019. The weighted average rate applied is 2.7%.

In Lek thousand 1 Januarv 2019
Operating lease commitments at 31 December 2018 as disclosed under IAS 17 in 481,114
the Bank’s financial statements

Discounted using the incremental borrowing rate at 1 January 2019 459,215
Additions due to extension options 125,178
Recognition exemption for leases of low-value assets (7,290)
Recognition exemption for leases with less than 12 months of lease term at (47,512)
transition

Lease liabilities recognised at 1 January 2019 529,591

3.1.2 Other Standards and Interpretations effective in the current period

The following new amendments to the existing standards issued by the International Accounting Standards
Board (IASB) are effective for the current reporting period, but their adoption has not led to any changes in the
Bank’s accounting policies:

IFRIC 23 “Uncertainty over Income Tax Treatments” (effective for annual periods beginning on or
after 1 January 2019).

Amendments to IFRS 9 “Financial Instruments” - Prepayment Features with Negative Compensation
(effective for annual periods beginning on or after 1 January 2019),

Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in Associates
and Joint Ventures” - Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
and further amendments (effective date deferred indefinitely until the research project on the equity method
has been concluded),

Amendments to IAS 19: Plan Amendment, Curtailment or Settlement - accounting when a plan
amendment, curtailment or settlement occurs during a reporting period (effective for annual periods
beginning on or after 1 January 2019)
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3.

Adoption of new and revised International Financial Reporting Standards ( IFRSs) (continued)

3.1.2 Other Standards and Interpretations effective in the current period (continued)

3.2

Amendments to IAS 28 “Investments in Associates and Joint Ventures” - Long-term Interests in
Associates and Joint Ventures (effective for annual periods beginning on or after
1 January 2019),

Amendments to various standards due to “Improvements to IFRSs (cycle 2015-2017)” resulting from
the annual improvement project of IFRS, which become effective for annual periods beginning on or after 1
January 2019, and including:

IFRS 3 Business Combinations
IFRS 11 Joint Arrangements
IAS 12 Income Taxes

IAS 23 Borrowing costs.

O O O O

Standards issued but not yet effective and not early adopted

At the date of authorization of these financial statements, the following standards, revisions and interpretations
were in issue but not yet effective: The Bank has not adopted early any other standard, interpretation or
amendment that has been issued but is not yet effective.

The following new and amended standards are not expected to have a significant impact on the Bank’s financial
statements.

IFRS 17 “Insurance Contracts” (effective for annual periods beginning on or after 1 January 2021),
Amendments to IFRS 3 “Business Combinations” - Definition of a Business (effective for business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period
beginning on or after 1 January 2020 and to asset acquisitions that occur on or after the beginning of that
period).

Amendments to IFRS 9 “Financial Instruments”, IAS 39 “Financial Instruments: Recognition and
Measurement” and IFRS 7 “Financial Instruments: Disclosures” - Interest Rate Benchmark Reform
(effective for annual periods beginning on or after 1 January 2020),

Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in
Associates and Joint Ventures” - Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture and further amendments (effective date deferred indefinitely until the research project on the
equity method has been concluded),

Amendments to IAS 1 “Presentation of Financial Statements” and IAS 8 “Accounting Policies,
Changes in Accounting Estimates and Errors” - Definition of Material (effective for annual periods
beginning on or after 1 January 2020),

Amendments to IAS 1 “Presentation of Financial Statements” - Classification of Liabilities as Current
or Non-Current (effective for annual periods beginning on or after 1 January 2022),

Amendments to References to the Conceptual Framework in IFRS Standards (effective for annual
periods beginning on or after 1 January 2020).
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4.  Use of estimates and judgments

Management discussed with the Board of Directors the development, selection and disclosure of the Bank’s
critical accounting policies and estimates, and the application of these policies and estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period or in the
period of the revision and future periods if the revision affects both current and future periods. These disclosures
supplement the commentary on financial risk management (see note 32).

A. Judgements

Information about judgements made in applying accounting policies that have the most significant effects on the
amounts recognised in the consolidated financial statements is included in the following notes.

— Note 35 (b)(vi): establishing the criteria for determining whether credit risk on the financial asset has
increased significantly since initial recognition, determining the methodology for incorporating forward-looking
information into the measurement of ECL and selection and approval of models used to measure ECL.

— Notes 2 (k)(ii): classification of financial assets: assessment of the business model within which the assets
are held and assessment of whether the contractual terms of the financial asset are SPPI on the principal amount
outstanding.

B. Key sources of estimation uncertainty

(a) Allowances for credit losses

When assessing financial assets individually for impairment the management has to make estimates of the
present value of the cash flows that are expected to be received. In estimating these cash flows, management
makes judgements about the counterparty’s financial situation and the net realisable value of any underlying
collateral. Each impaired asset is assessed on its merits, the workout strategy and estimate of cash flows
considered recoverable are independently estimated by the Credit Risk function.

Collectively assessed impairment allowances cover credit losses inherent in portfolios of financial assets with
similar economic characteristics when there is objective evidence to suggest that they contain impaired
exposures that cannot be identified individually yet. In assessing the need for collective loan loss allowances,
management considers factors such as credit quality, portfolio size, concentrations, and economic factors. In
order to estimate the required allowance, assumptions are made to define the way inherent losses are modelled
and to determine the required input parameters, based on historical experience and current economic conditions.
The accuracy of the allowances depends on the accuracy of the estimated future cash flows for specific
counterparty allowances and the model assumptions and parameters used in determining collective allowances.

(b) Fair value of financial instruments

The fair value of financial instruments is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction in the principal (or most advantageous) market at the measurement date under
current market conditions (i.e., an exit price) regardless of whether that price is directly observable or estimated
using another valuation technique. When the fair values of financial assets and financial liabilities recorded in
the statement of financial position cannot be derived from active markets, they are determined using a variety
of valuation techniques that include the use of valuation models. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, estimation is required in establishing fair
values. Judgements and estimates include considerations of liquidity and model inputs related to items such as
credit risk (both own and counterparty), latest interest rates from the market, correlation and volatility. For
further details about determination of fair value please see Note 3.v.

(c¢) Going concern

Management prepared these financial statements on a going concern basis. In making this judgement
management considered the Bank’s financial position, current intentions, profitability of operations and access
to financial resources, and analysed the impact of the recent financial crisis on future operations of the Bank.
The Bank’s policy is to maintain a strong capital base and liquidity indicators as a mean of sustaining future
development of the business, as well being imposed by Bank of Albania (see Note 35 (g)). Furthermore, the
Bank has the support from its Parent for the continuity of its operations and increase of the business activity.
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4.  Use of estimates and judgments (continued)

B. Key sources of estimation uncertainty (continued)

(c) Going concern

The rapid development of the Covid-19 virus and its social and economic impact in Albania and globally may
result in assumptions and estimates requiring revisions which may lead to material adjustments to the carrying
value of assets and liabilities within the next financial year. In particular management expects the assumptions
and estimates used in determining expected credit losses from the credit facilities granted to SME customers
that operate in hotel and tourism services.

The management of the Bank expects that the assumptions and estimates used in determining the fair values of
the level 3- financial assets (sovereign debt securities) to be affected due to fluctuations in the market interest
rates. At this stage management is not able to reliably estimate the impact as events are unfolding day-by-day.

The longer term impact may also affect lending volumes, cash flows and profitability. Nevertheless at the date
of these financial statements the Bank continues to meet its obligations as they fall due. Therefore, the
management considers that no material uncertainty exist related to events and conditions that may cast
significant doubt on the Bank’s ability to continue as a going concern and has prepared these financial statements
on the going concern basis.

The Bank has the necessary infrastructure to overcome the operational disruption imposed by the pandemic
situation considering the logistic measures taken for the administrative staff to follow the work remotely. Whilst
the branches are allowed to continue operations but with certain limitations concerning the available timing for
customer service. Therefore, the customers are encouraged to use mobile banking for the major part of their
transactions. Furthermore, the Government is considering to extend the daily time limits for the banks to offer
the customer services.

Albanian Government offered a guarantee fund to support with credit by banks those companies that have
difficulties to pay the monthly salaries to their employees. The Bank has the possibility to largely use this
instrument, with a rather positive, flexible and proactive approach. The purpose is that many people benefit from
this guarantee, as the credit accorded for this purpose is considered to have practically zero risk, due to the
guarantee by the sovereign. Meanwhile, the ample liquidity owned by the banking system, currently provides
banks with the possibility to actively participate in the auctions of the Albanian Government securities, by
supporting the needs that the Government has in this period, and simultaneously, it may be considered an
investment opportunity to the system itself, as lending has experienced difficulties. The Bank relies also on the
support from its Group.

5. Cash and cash equivalents
Cash and cash equivalents as at 31 December 2019 and 31 December 2018 are detailed as follows:

31 December 2019 31 December 2018

Cash on hand
In Lek 979,100 830,106
In foreign currencies 502,375 894,265
Current accounts with Bank of Albania 1,951 1,497
Current accounts with other banks 1,687,133 3,869,172
Money market placements 1,890,249 951,938
Total 5,060,808 6,546,978

The annual interest rates applied for term deposits with resident banks for the year ended 31 December 2019
range from -0.10% to 1.13% (2018: 0.01% to 1.30%) and for term deposits with non-resident banks from -0.6%
to 2.81% (2018: 0.00% to 2.29%). Current accounts with other banks as at 31 December 2019 and 31 December
2018 are detailed geographically as follows:

31 December 2019 31 December 2018
Hungary 3,928 -
Austria 525,513 552,610
France 1,035,502 3,242,628
Albania 330 257
Switzerland 81,339 63,392
Great Britain 40,521 10,285
Total 1,687,133 3,869,172
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5.  Cash and cash equivalents (continued)
Money market placements as at 31 December 2019 and 31 December 2018 are detailed geographically as
follows and maturities vary from 5 — 8 days:

31 December 2019 31 December 2018
Hungary 1,890,249 -
Albania - 500,059
France - 451,879
Total 1,890,249 951,938

6.  Restricted balances with Bank of Albania

In accordance with the Bank of Albania requirements relating to the deposit reserve, the Bank should maintain
as statutory reserve at the Bank of Albania a restricted balance, which should not be lower than 10% of customer
deposits of the Bank.

Interest on statutory reserve in the Central Bank is calculated as follows:

-LEK: repurchase agreements rate: 1.00% p.a. as of 31 December 2018 (31 December 2018: 1.00% p.a.);
-USD: 0.00% as of 31 December 2019 (31 December 2018: 0.00% p.a.);

-EUR: -0.40% as of 31 December 2019 (31 December 2018:-0.40% p.a.).

7. Loans and advances to financial institutions

Loans and advances to financial institutions as at 31 December 2019 and 31 December 2018 are detailed as
follows:

31 December 2019 31 December 2018
Resident
Loans to financial institution 1,629,892 1,455,316
Non-resident
- Escrow accounts for bank guarantees 10,864 10,781
Expected Credit Losses (11,059) (5,539)
Total 1,629,697 1,460,558

Loans and advances to financial institutions are assigned in Stage 1 as 31 December 2019 and 2019. For further
details on their credit rating see Note 35(b). An analysis of changes in gross carrying amount and the
corresponding ECL allowances is as follows:

Stage 1 Stage 2 Stage 3 Total
Gross carrying amount as at 1 January 2019 1,466,097 - - 1,466,097
New assets originated or purchased 1,629,563 - - 1,629,563
Assets de-recognized or repaid (1,454,984) - - (1,454,984)
Transfers to Stage 1 - - - -
Transfers to Stage 2 - - - -
Transfers to Stage 3 - - - -
Amounts written off - - - -
Foreign exchange adjustments 80 - - 80
Total 1,640,756 - - 1,640,756

Stage 1 Stage 2 Stage 3 Total
ECL allowance as at 1 January 2019 (5,539) - - (5,539)
New assets originated or purchased 17,933 - - 17,933
Assets de-recognized or repaid (4,467) - - (4,467)
Transfers to Stage 1 - - - -
Transfers to Stage 2 - - - -
Transfers to Stage 3 - - - -
Net re-measurement of ECL (7,945) - - (7,945)
Amounts written off - - - -
Foreign exchange adjustments (1) - - (1))
Total 11,059 - - 11,059
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7. Loans and advances to financial institutions (continued)

Stage 1 Stage 2 Stage 3 Total
Gross carrying amount as at 1 January
2018 1,368,578 - - 1,368,578
New assets originated or purchased 367,923 - - 367,923
Assets de-recognized or repaid (269,931) - - (269,931)
Transfers to Stage 1 - - - -
Transfers to Stage 2 - - - -
Transfers to Stage 3 - - - -
Amounts written off - - - -
Foreign exchange adjustments (473) - - 473)
Total 1,466,097 - - 1,466,097

Stage 1 Stage 2 Stage 3 Total
ECL allowance as at 1 January 2018 3,911 - - 3,911
New assets originated or purchased 3,909 - - 3,909
Assets de-recognized or repaid (2,279) - - (2,279)
Transfers to Stage 1 - - - -
Transfers to Stage 2 - - - -
Transfers to Stage 3 - - - -
Net re-measurement of ECL - - - -
Amounts written off - - - -
Foreign exchange adjustments (2) - - ?2)
Total 5,539 - - 5,539

8. Investment securities at fair value through other comprehensive income

Investment securities at fair value through other comprehensive income as at 31 December 2019 and 31
December 2018 are detailed as follows:

Government bonds
Total

31 December 2019

31 December 2018

22,448,698

18,996,325

22,448,698

18,996,325

See Note 35 (b) for credit rating of investment securities. Government bonds by maturity are detailed as follows:

Maturity

G. Bonds 24 months
G. Bonds 36 months
G. Bonds 60 months
G. Bonds 84 months
G. Bonds 120 months
Euro Bond 5Y

Euro Bond 7Y

Total

31 December 2019

Nominal (Discount))  Accrued Fair Value ECL Carrying
Value Premium interest  difference value
4,590,300 81,197 60,556 189,651 - 4,921,704
5,890,000 43,249 80,539 319,858 - 6,333,646
4,078,900 208,525 121,173 583,299 - 4,991,897
2,313,630 (2,120) 17,859 112,364 - 2,441,733
3,422,346 248,195 27,238 61,939 - 3,759,718
20,295,176 579,046 307,365 1,267,111 - 22,448,698
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8. Investment securities at fair value through other comprehensive income (continued)

31 December 2018

Nominal (Discount)/ Accrued Fair Value Carrying
Maturity Value  Premium interest  difference ECL value
G. Bonds 24 months 500,000 - 8,286 625 (36) 508,875
G. Bonds 36 months 580,000 - 6,027 (3,271) (329) 582,427
G. Bonds 60 months 6,310,000 76,906 79,832 (45,686) (5,164) 6,415,888
G. Bonds 84 months 4,590,000 40,147 65,826 (85,241) (5,167) 4,605,565
G. Bonds 120 months 2,242,800 133,397 61,114 135,194 (2,682) 2,569,823
Euro Bond 2,344,980 (4,622) 17,978 171,200 (11,028) 2,518,508
G.Bonds 24 months
EUR 1,789,590 - 5,649 3,045 (3,045) 1,795,239
Total 18,357,370 245,828 244,712 175,866 (27,451) 18,996,325

The interest of Government bonds is received semi-annually at a coupon rate as at 31 December 2019 ranging
from 0.80% to 9.26% (31 December 2018: from 0.80% to 9.25%). During 2019 the Bank increased the
investment in Eurobond by 28 Million Euro. As at 31 December 2019 and 31 December 2018, there is no amount
pledged as collateral for reverse repo.

An analysis of changes in gross carrying amount and the corresponding ECL allowances for the financial assets
at fair value through profit or loss and other comprehensive income is as follows:

Stage 1 Stage 2 Stage 3 Total
Gross carrying amount as at 1 January
2019 19,023,776 - - 19,023,776
New assets originated or purchased 7,715,557 - - 7,715,557
Assets de-recognized or repaid (5,335,665) - - (5,335,665)
Transfers to Stage 1 - - - -
Transfers to Stage 2 - - - -
Transfers to Stage 3 - - - -
Amounts written off - - - -
Fair value change 1,091,245 1,091,245
Foreign exchange adjustments (46,215) - - (46,215)
Total 22,448,698 - - 22,448,698

Stage 1 Stage 2 Stage 3 Total
ECL allowances as at 1 January 2019 27,451 - - 27,451
New assets originated or purchased 3,733 - - 3,733
Assets de-recognized or repaid (4,230) - - (4,230)
Transfers to Stage 1 - - - -
Transfers to Stage 2 - - - -
Transfers to Stage 3 - - - -
Net re-measurement of ECL 109,765 - - 109,765
Amounts written off - - - -
Foreign exchange adjustments (188) - - (188)
Total 136,531 - - 136,531
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8. Investment securities at fair value through other comprehensive income (continued)

Gross carrying amount as at 1 January
2018

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Fair value change
Foreign exchange adjustments

Total

ECL allowances as at 1 January 2018
New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Amounts written off
Foreign exchange adjustments

Total

Stage 1 Stage 2 Stage 3 Total
19,665,525 - - 19,665,525
2,960,855 - - 2,960,855
(3,399,616) - - 3,399,616)
(286,699) - - (286,699)
83,711 - - 83,711
19,023,776 - - 19,023,776
Stage 1 Stage 2 Stage 3 Total
41,724 - - 41,724
14,067 - - 14,067
(14,795) - - (14,795)
(12,458) - - - (12,458)
(1,087) - - (1,087)
27,451 - - 27,451

9. Loans and advances to customers, net
9.1. Loans and advances to customers, net

Loans and advances to customers as at 31 December 2019 and 31 December 2018 are detailed as follows:

31 December 2019 31 December 2018

Private entrepreneurs and enterprises 38,543,732 34,192,687
Individuals 16,938,659 16,252,033
Accrued interest 132,218 105,072
55,614,609 50,549,792

Less allowance for impairment (3,774,917) (4,209,586)
Total 51,839,692 46,340,206
31 December 2019 31 December 2018

Term Loans 41,242,535 38,595,857
Overdrafts 14,296,236 11,903,234
Credit Cards 75,838 50,701
Total 55,614,609 50,549,792

As at 31 December 2019, the Bank has written off a loan of Lek 600,759 thousand (2018: loans of Lek 703,027

thousand).

Loan by type of customer and product wise are presented in Note 34 b) Exposure to credit risk.

Allowances for expected credit losses are detailed as follows for the year ended 31 December 2019 and 31

December 2018:

31 December 2019

31 December 2018

ECL on loans and advances to customers 3,774,917

4,209,586

Total 3,774,917

4,209,586
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9. Loans and advances to customers (continued)
9.1. Loans and advances to customers, net (continued)

Movement in the impairment for loan losses by classes of loans and advances,
and type of impairment for the year ending on 31 December 2019 and 31 December

2018 are presented below:

31 December 2019 Corporate Lending Private individuals Mortage Lending Total
(in Lek '000) Lending
Balance at 31 December 2017 2,413,810 350,616 270,338 3,034,764
2,525,064 333,703 545,971 3,404,738
FTA Balance at 01 January 2018 1,240,054 241,143 235,703 1,716,900
Allowance for expected credit losses (18,007) (40,070) (162,034) (220,111)
Recoveries (389,309) (113,980) (188,652) (691,941)
Write off 3,357,802 420,796 430,988 4,209,586
Balance at 31 December 2018 1,623,605 141,493 171,376 1,936,474
. (1,371,486) (233,619) (105,373) (1,710,478)
ﬁllowan.ce for expected credit losses (600.758) (24.709) (35.198) (660.665)
ceoveries 3,009,163 303,961 461,793 3,774,917
Write off
Balance at 31 December 2019 1,856,258 250,630 223,374 2,330,262
FTA as at 01 Jan 2018 668,806 83,073 322,597 1,074,476
Individual impairment 2,525,064 333,703 545,971 3,404,738
Collective impairment
1,964,277 238,891 175,461 2,378,629
1,393,525 181,905 255,527 1,830,957
As at 31 December 2018 3,357,802 420,796 430,988 4,209,586
Individual impairment
Collective impairment 2,163,577 216,565 177,097 2,557,239
845,586 87,396 284,696 1,217,678
As at 31 December 2019 3,009,163 303,961 461,793 3,774,917
Individual impairment
2,737,660 216,566 303,735 3,257,961

Collective impairment

Gross amount of loans individually determined to be impaired, before
deducting the individually assessed impairment allowance
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9. Loans and advances to customers, net (continued)

9.1. Loans and advances to customers, net (continued)

Corporate lending

An analysis of changes in gross carrying amount and the corresponding ECL allowances for the loans and
advances to customers-corporate lending is as follows:

Gross carrying amount as at 1
January 2019

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Total

ECL allowance as at 1 January 2019
under IFRS 9

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Amounts written off

Foreign exchange adjustments

Total

Gross carrying amount as at 1
January 2018

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Total

Stage 1 Stage 2 Stage 3 Total
23,309,565 1,282,153 3,196,055 27,787,773
17,673,625 889,221 1,502,165 20,065,011

(14,222,668) (935,764) (1,521,579) (16,680,011)
99,372 (51,183) (48,189) -
(49,219) 74,535 (25,316) -
(64,360) - 64,360 -

- - (594,804) (594,804)

(20,036) 233 (2,732) (22,535)
26,726,279 1,259,195 2,569,960 30,555,434

Stage 1 Stage 2 Stage 3 Total

319,341 200,657 2,578,570 3,098,568

259,705 136,051 1,034,808 1,430,564

(161,180) (119,044) (976,114) (1,256,338)
33,500 (8,068) (25,432) -
(1,218) 17,678 (16,460) -
(1,107) 1,107 -

(55,972) (34,605) 20,156 (70,421)

- - (594,804) (594,804)
(293) (14) (2,106) (2,413)

392,776 192,655 2,019,725 2,605,156

Stage 1 Stage 2 Stage 3 Total
24,966,005 895,920 2,818,608 28,680,533
18,606,543 - - 18,606,543

(15,153,489) (730,775) (871,107) (16,755,371)
67,205 (67,205) - -
(1,317,611) 1,317,611 - -
(1,839,311) (397,572) 2,236,883 -
- - (389,309) (389,309)
(2,019,777) 264,174 (599,020) (2,354,623)
23,309,565 1,282,153 3,196,055 27,787,773
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9. Loans and advances to customers, net (continued)

9.1. Loans and advances to customers, net (continued)

Corporate lending (continued)

ECL allowance as at 1 January 2018
under IFRS 9

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Ama ts written off

Foreign exchange adjustments

Total

Stage 1 Stage 2 Stage 3 Total
342,034 140,212 1,770,800 2,253,046
1,056,281 - - 1,056,281
(207,603) (114,366) (361,647) (683,616)
10,518 (10,518) - -
(130,036) 130,036 - -
(1,145,220) (255,433) 1,400,653 -
487,050 171,044 415,781 1,073,875

- - (389,309) (389,309)
(93,683) 139,682 (257,708) (211,709)
319,341 200,657 2,578,570 3,098,568

Private individual Lending

An analysis of changes in gross carrying amount and the corresponding ECL allowances for the loans and

advances to customers-private individual lending is as follows:

Gross carrying amount as at 1
January 2019

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amn ts written off

Foreign exchange adjustments

Total

ECL allowance as at 1 January 2019
New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Amao ts written off

Foreign exchange adjustments

Total

Stage 1 Stage 2 Stage 3 Total
9,311,463 247,832 565,585 10,124,880
5,761,276 31,624 130,903 5,923,803

(4,079,557) (94,070) (138,692) (4,312,319)
84,630 (77,602) (7,028) -
(111,275) 111,858 (583) -
(115,425) (55,904) 171,329 -

- - (30,663) (30,663)

(9,550) (142) (817) (10,509)
10,841,562 163,596 690,034 11,695,192
Stage 1 Stage 2 Stage 3 Total
176,342 84,605 428,768 689,715
83,138 8,475 83,671 175,284
(56,015) (13,433) (-44,739) (114,187)
48,206 (39,749) (8,457) -
(2,485) 3,116 (631) -
(2,370) (21,805) 24,175 -
(94,883) 22,519 60,960 (11,404)

. - (30,663) (30,663)

(115) (5) (657) (777)
151,818 43,723 512,427 707,968
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9. Loans and advances to customers, net (continued)

9.1. Loans and advances to customers, net (continued)

Private individual Lending (continued)

An analysis of changes in gross carrying amount and the corresponding ECL allowances for the loans and

advances to customers-private individual lending is as follows:

Gross carrying amount as at 1
January 2018

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Total

ECL allowance as at 1 January 2018
New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Amounts written off

Foreign exchange adjustments

Total

Mortgage Lending

Stage 1 Stage 2 Stage 3 Total
8,662,788 163,469 793,932 9,620,189
4,567,091 25,797 8,339 4,601,227

(2,325,093) (14,959) (239,243) (2,579,295)
73,516 (64,700) (8,816) -
(238,548) 239,187 (639) -
(148,852) (74,924) 223,776 -

- - (113,980) (113,980)
(1,279,439) (26,038) (97,784) (1,403,261)
9,311,463 247,832 565,585 10,124,880
Stage 1 Stage 2 Stage 3 Total
152,707 54,617 512,530 719,854
89,770 9,303 7,924 106,997
(40,920) (4,888) (166,525) (212,333)
29,272 (21,773) (7,499) -

(4,227) 4,866 (639) -

(2,613) (25,033) 27,646 -

151,893 (9,808) 47,092 189,177

- - (113,980) (113,980)
(199,540) 77,321 122,219 -
176,342 84,605 428,768 689,715

An analysis of changes in gross carrying amount and the corresponding ECL allowances for the loans and
advances to customers-mortgage lending is as follows:

Gross carrying amount as at 1
January 2019

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Total

Stage 1 Stage 2 Stage 3 Total
11,821,716 151,108 664,196 12,637,020
2,978,178 41,205 48,351 3,067,734
(2,151,195) (37,485) (88,233) (2,276,913)
103,093 (29,002) (74,091) -
(270,204) 298,663 (28,459) -
(122,065) (65,584) 187,649 -

- - (35,198) (35,198)

(25,978) (849) (1,833) (28,660)
12,333,545 358,055 672,382 13,363,983
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9. Loans and advances to customers, net (continued)

9.1. Loans and advances to customers, net (continued)

Mortgage Lending (continued)

ECL allowance as at 1 January 2019
New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Amounts written off

Foreign exchange adjustments

Total

Gross carrying amount as at 1
January 2018

New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Total

ECL allowance as at 1 January 2018
New assets originated or purchased
Assets de-recognized or repaid
Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL

Amounts written off

Foreign exchange adjustments

Total

98

Stage 1 Stage 2 Stage 3 Total
78,340 41,570 311,079 430,988
17,996 9,722 26,330 54,049
(6,023) (5,876) (28,980) (40,879)
43,516 (8,925) (34,591) -
(2,259) 15,104 (12,845) -
(1,002) (20,685) 21,687 -

(109,619) 60,915 104,836 56,132
- - (35,198) (35,198)
38,136 (14,076) (27,358) (3,298)
59,085 77,749 324,959 461,793
Stage 1 Stage 2 Stage 3 Total
11,045,606 296,850 758,469 12,100,925
2,888,067 - - 2,888,067
(561,289) (13,004) - (574,293)
169,349 (141,470) (27,879) -
(52,988) 63,296 (10,308) -
(122,656) (100,446) 223,102 -
- - (188,652) (188,652)
(1,544,373) 45,882 (90,536) (1,589,027)
11,821,716 151,108 664,196 12,637,020

Stage 1 Stage 2 Stage 3 Total
73,617 81,663 276,558 431,838
33,599 - - 33,599
(4,421) (3,577) - (7,998)
45,580 (38,918) (6,662) -

(350) 4,397 (4,048) -
(810) (27,633) 28,442 -
(53,117) 23,417 109,307 79,608
- - (188,652) (188,652)
(15,760) 2,221 96,133 82,594
78,340 41,570 311,079 430,988
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9. Loans and advances to customers, net (continued)
9.2. Financial Leases Receivable
31 December 2019 31 December 2018

- Less than one year 112,122 22,209
- Between one and two years 192,989 215,899
- Between two and three years 320,033 350,331
- Between three and four years 580,210 354,475
- Between four and five years 247,445 376,769
- More than five years - 47,642
Gm?s investment in financial leases, 1,452,799 1,367,325
receivable
Less unearned finance income (121,981) (126,754)
Net Investments in Financial Leases 1,330,818 1,240,571
Less expected credit losses (151,963) (110,620)
Total 1,178,855 1,129,951

Movement in the allowance for impairment related to financial leases contracts for the year ended 31 December

2019 and 31 December 2018 is presented as follows:

31 December 2019

31 December 2018

At the beginning of the year 110,620 30,364
FTA Impact of IFRS 9 opening balance as at 1 January

2018 - 20,254
Allowance charges for expected credit losses 46,057 89,356
Allowance releases for expected credit losses (4,714) (18,268)
Write off - (11,086)
At the end of period 151,963 110,620
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10. Property and equipment

Computers Furniture and
and IT office Motor Leasehold Construction in
Buildings equipment equipment vehicles  improvements progress Total
Cost
At 31 December 2017 266,386 453,641 442,716 37,028 341,841 - 1,541,612
Additions - 44,160 4,892 8,450 5,422 - 62,924
Sale - (14,859) (20,351) (8,815) - - (44,025)
Transfers (27,341) (5,134) 5,134 - - - (27,341)
At 31 December 2018 239,045 477,808 432,391 36,663 347,263 - 1,533,170
Additions - 110,983 27,362 18,657 36,309 42,392 235,703
Sale - (308) (17,152) (8,757) - - (26,217)
Transfers - (11,071) 5,866 4411 - - (794)
At 31 December 2019 239,045 577,412 448,467 50,974 383,572 42,392 1,741,862
Accumulated depreciation
At 31 December 2017 (58,307) (405,548) (396,919) (27,486) (308,373) - (1,196,633)
Charge for the year (9,003) (23,259) (13,353) (3,898) (12,096) - (61,609)
Disposals - 13,965 19,647 8,832 - - 42,444
Transfer 5,274 - - - - - 5,274
Impairment - - (10,131) - - - (10,131)
At 31 December 2018 (62,036) (414,842) (400,756) (22,552) (320,469) - (1,220,655)
Charge for the year (8,168) (27,210) (9,661) (5,943) (12,377) - (63,359)
Disposals 76 283 11,033 8,757 - - 20,149
Impairment - - 10,131 - - - 10,131
At 31 December 2019 (70,128) (441,769) (389,253) (19,738) (332,846) - (1,253,734)
Net carrying value
At 31 December 2018 177,009 62,966 31,635 14,111 26,794 - 312,515
At 31 December 2019 168,917 135,643 59,214 31,236 50,726 42,392 488,128

There are no items of property equipment given as collateral against other financing toward third parties as at 31 December 2019 and 2018. During year 2018, the
Bank has re-transfer a building (Golem Branch) at its net carrying amount of Lek 22,066 thousand from Property and Equipment into Assets acquired through
adjudication (Note 13). As of 31 December 2018 the Bank has recognized an impairment loss at the amount of Lek 10,131 thousand on the advertisement signature
of former Societe Generale Albania that is subsequently written off during 2019.
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11. Right-of-use assets
(a) See Note 2 (g).

Buildings
Balance at 1 January 529,591
Additions to right-of-use assets 134,670
Depreciation charge for the period (121,285)
Derecognition of right-of-use assets -
Balance at 31 December 542,976
(b) Amounts recognized in profit or loss are presented below:
Amounts recognised in profit or loss and other comprehensive income In Lek
2019 — Leases under IFRS 16
Depreciation charge on right-of-use assets (see note 11 (a)) 121,285
Interest expense on lease liabilities (see note 24) 13,963
Rent expense for low value and short term leases (see note 30) 67,601
2018 — Operating leases under IAS 17
Rent expense (see note 30) 191,586

For lease liabilities recognised for lease contracts under the scope of IFRS 16 please refer to Note 17.
12. Intangible assets

Software Total
Cost
At 31 December 2017 625,042 625,042
Additions 67,163 67,163
Transfers - -
At 31 December 2018 692,205 692,205
Additions 38,767 38,767
Transfers - -
At 31 December 2019 730,972 730,972
Accumulated amortization
At 31 December 2017 (392,923) (392,923)
Charge for the year (62,065) (62,065)
Impairment (1,412) (1,412)
At 31 December 2018 (456,400) (456,400)
Charge for the year (68,617) (68,617)
Impairment - -
At 31 December 2019 (525,017) (525,017)
Net carrying value
At 31 December 2018 235,805 235,805
At 31 December 2019 205,955 205,955

13. Assets acquired through adjudication

As at 31 December 2019 non-current assets acquired through adjudication of Lek 122,110 thousand (31
December 2018: Lek 171,143 thousand) represent assets taken in property from the execution of non-performing
loans collaterals. The above values represent the lowest of the carrying amount as of 31 December 2019 and
2018 and of their net realizable value less cost to sell.

The Bank’s policy for write-off of assets acquired through adjudication is when there is no expectation to recover
any proceeds from these assets, either through their sale, use or rent.
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13. Assets acquired through adjudication (continued)

31 December 2019 31 December 2018

Gross Value Opening Balance 507,559 459,769
Additions 21,170 90,139
Disposals (50,571) (151,839)
Transfer - 109,490
Gross Value Total 478,158 507,559
Impairment Fund Opening Balance (336,415) (110,330)
Additions (49,639) (246,109)
Reversal 30,006 20,023
Impairment Fund Closing Balance (356,048) (336,416)
Net Value Assets from Legal Process 122,110 171,143

The Bank’s policy for disposal of assets acquired through adjudication is to assess offers received from potential
interested parties in acquiring the assets(s). The Bank discloses all of its repossessed assets in its external website,
which is viewable from all users, and gives necessary information on the properties that the Bank holds and
intends to sell. On a monthly basis a Committee is met and discusses about new developments in the real estate
markets and potential opportunities that exist in selling the assets and offers received. Once a decision is taken
the Bank initiates negotiations regarding the price of the asset available for sale.

14. Other assets
Other assets as at 31 December 2019 and 31 December 2018 are detailed as follows:

31 December 2019 31 December 2018

Prepayment Corporate Income Tax - 164,115
Debtors 401,911 109,498
Prepayments 34,910 22,886
Other inventory 1,459 12,762
Clearing accounts 47,108 34,606
- for MoneyGram transactions 816 1,322
- for ATM transactions 2,000 13,891
- for other operational transactions 1,323 9,426
- for finance lease contracts 42,969 9,967
Total 485,388 343,867

Debtors balance has increased during 2019 due to the amount of Lek 272 million (2018: Nil) recognised in
accordance with IAS 19 for the benefits offered to the employees of the Bank by granting credit facilities at
preferential interest rates. Clearing accounts represents normal banking transactions which have not been settled
at the end of the period due to their value date. Clearing accounts for financial lease contracts represents the
p yments for the purchase of vehicles or equipment in favor of customers, where the financial lease contract is
in the pipeline, not yet disbursed.

15. Due to financial institutions
Due to financial institutions as at 31 December 2019 and 31 December 2018 are detailed as follows:

31 December 2019 31 December 2018

Term deposits 1,569,455 1,115,362
Resident 1,569,455 1,115,362
Current accounts 1,391,767 1,128,366
Resident 1,391,767 1,126,345
Non Resident - 2,021
Borrowings from banks 10,633,922 4,503,607
Resident 2,402,409 2,043,034
Non Resident 8,231,513 2,460,573
Total 13,595,144 6,747,335

Term deposits and current accounts relate to balances with financial institutions, mainly insurance companies
which are required to maintain guarantee funds with commercial banks.

102



OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

16. Due to customers

Due to customers as at 31 December 2019 and 31 December 2018 are detailed as follows:

31 December 2019

Local Foreign
currency currency Total
Current accounts
Individuals 4,079,700 4,456,277 8,535,977
Private enterprises 3,273,407 5,974,817 9,248,224
Public enterprises 235,791 6,856 242,647
7,588,898 10,437,950 18,026,848
Savings accounts
Individuals 1,978,077 3,528,810 5,506,887
Private enterprises 867,613 589,039 1,456,652
2,845,690 4,117,849 6,963,539
Term deposits
Individuals 19,344,899 19,937,326 39,282,225
Private enterprises 1,432,825 456,715 1,889,540
20,777,724 20,394,041 41,171,765
Other accounts
Individuals 60,1006 609 60,715
Private enterprises 4,617 87 4,704
Public enterprises 35 - 35
64,758 696 65,454
Accrued interest 105,482 11,986 117,468
Total 31,382,552 34,962,522 66,345,074

31 December 2019

min max
LEK 0.05% 4.00%
EUR 0.01% 2.60%
USD 0.02% 3.00%

Current accounts bear an interest rate of 0.01% p.a. while saving accounts bear an interest rate of 0.02% to 1.55% p.a. Other customer accounts represent guarantee
accounts of Lek 65,453 thousand (2018: Lek 50,131 thousand) which as at 31 December 2019 and 31 December 2018, bear no interest.
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31 December 2018
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Local Foreign
currency currency Total
3,206,613 3,786,202 6,992,815
3,467,725 7,225,934 10,693,659
211,375 7,147 218,522
6,885,713 11,019,283 17,904,996
1,740,413 3,109,711 4,850,124
472,035 373,898 845,933
2,212,448 3,483,609 5,696,057
19,035,610 20,368,105 39,403,715
3,381,814 778,717 4,160,531
22,417,424 21,146,822 43,564,246
43,169 2,382 45,551
4,442 104 4,546
34 - 34
47,645 2,486 50,131
123,813 14,466 138,279
31,687,043 35,666,666 67,353,709
31 December 2018
min max
0.70% 2.25%
0.01% 0.10%
0.30% 0.70%
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16. Due to customers (continued)
Due to customers term deposits are presented by maturity as follows:

31 December 2019 31 December 2018
One month:
Foreign currency 1,858,575 2,276,606
Local currency 577,487 2,188,974
2,436,062 4,465,580
Three months:
Foreign currency 862,561 699,605
Local currency 439,342 554,140
1,301,903 1,253,745
Six months:
Foreign currency 1,416,067 1,768,966
Local currency 1,560,615 1,043,857
2,976,682 2,812,823
Twelve months:
Foreign currency 14,068,158 13,705,664
Local currency 12,344,717 9,873,826
26,412,875 23,579,490
Twenty four months:
Foreign currency 1,066,772 1,426,468
Local currency 1,351,261 5,256,308
2,418,033 6,682,776
Thirty six months
Foreign currency 1,121,910 1,269,513
Local currency 537,681 607,575
1,659,591 1,877,088
Sixty months
Local currency 2,225,223 1,655,391
2,225,223 1,655,391
Eighty four
Local currency 1,741,396 1,237,353
1,741,396 1,237,353
Total 41,171,765 43,564,246

17. Lease liabilities

Finance lease liabilities from active lease contracts treated as finance lease under the light of IFRS 16, as at 3
December 2019 and 31 December 2018 are detailed as follows:

2019 2018
Lease Liabilities — Current 159,443 -
Lease Liabilities — Non-current 389,774 -
Total Lease Liabilities 549,217 -
The terms and conditions of outstanding lease liabilities as of December 31, 2019 are as follows.
Currency Incremental Year of Minimum monthly lease payments
borrowing rate maturity In OCY In LCY (‘000)
Lease Liabilities EUR 2.4%  2020-2029 111,409 13,566
Lek 4.0% 2020-2028 2,123,597 2,124
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17. Lease liabilities (continued)
Below are presented undiscounted cash outflows for the repayments of lease liabilities as per year of maturity:

31 December 2019

- Less than one year 168,640
- Between one and two years 156,813
- Between two and three years 142,202
- Between three and four years 88,712
- Between four and five years 66,493
- More than five years 72,416

695,276
Less future interest expense (146,059)
Finance lease liability 549,217

18. Other liabilities
Other liabilities as at 31 December 2019 and 31 December 2018 are detailed as follows:

31 December 2019 31 December 2018

Transactions as agents 127,002 334,267
Accrued payables (see Note 18.1) 216,821 222,907
Taxes payable other than income tax 21,691 20,012
Payables Corporate Income Tax 78,450 -
Other creditors 299,086 201,698
- Suppliers & Other creditors 98,405 8,723
- Payments in transit for public finance 13,673 24,863
- Operational suspense accounts 42,717 41,435
- Other 144,291 126,677
Total 743,050 778,884

“Operational suspense account” is composed by the incoming transfers booked on 31 December 2019 which are
to be cleared in first dates of January 2020 after investigation. The group of “Other” is mostly composed by the
suspense for Letter Guarantee purpose and the transactions with cards which are to be cleared in first dates of
January 2020.

18.1 Accrued Payables

Accrued payables as at 31 December 2019 include balances payable for utilities, stationeries, insurance, staff
expenses and other similar expenses related to year 2019.

19. Provisions

Movements in provisions during the year are as follows:

Off-Balance Sheet

Litigations . Total
items

Balance at 1 January 2018 5,484 76,789 82,273
Reclassified to other debtors (600) - (600)
Provisions made/(reversed)during the year 4,300 84,508 88,808
Provisions used during the year (4,884) (44,012) (48,896)
Balance at 31 December 2018 4,300 117,285 121,585
Provisions made/(reversed)during the year (4,300) 4,946 646
Provisions used during the year - - -
Balance at 31 December 2019 - 122,231 122,231
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19. Provisions (continued)

Provisions on Off-Balance Sheet items comprise of expected credit losses provision held in respect of:

31 December 2019

31 December 2018

Financial guarantees 81,353 81,267
Letters of credit for customers 3,435 2,979
Other commitments 37,443 33,039
Total 122,231 117,285

For financial guarantees and letters of credit for customers, the expected credit loss is calculated based on the
provision coverage applied to the customer segment the facility is being granted, while for other commitments,
that consist of unused amounts of loans and advances, the expected credit loss is calculated based on the
provision coverage applied based on the customer segment and type of product.

20. Deferred tax liability/(asset), net

Deferred tax asset and liability are attributable to temporary differences from the following items:

31 December 2019 31 December 2018
Tax depreciation in excess of reference tax rates (25,204) (24,815)
Impact from IFRS 9 Financial instruments - (76,898)
Impact from IFRS 16 Lease liability (82,383) -
Deferred tax asset (107,587) (101,713)
Tax depreciation less of reference tax rates 43,676 32,603
Financial assets at FVOCI 190,067 22,262
Impact from IFRS 16 Right of use 81,446 -
Deferred tax liability 315,189 54,865
Deferred tax liability, net 207,602 (46,848)

In 2018, the Bank has recognized deferred tax asset amounting Lek 76,898 thousand created from the additional
expected credit losses arising from first time adoption (FTA) of IFRS 9. Deferred tax represents 15% of the
additional ECL impairment from the transition to IFRS 9. This balance has been reversed during 2019 due to
uncertainties related to tax benefits arising from corresponding reversals being treated as non-taxable income.

The deferred tax liability have been recorded net of the deferred tax assets as the amounts are and will be due to the
same tax authority and are expected to be settled on a net basis. Movement in temporary differences during the year
are recognized in the statement of profit or loss and other comprehensive income. The enacted tax rate as at 31
December 2019 and 2018 is 15%.

Recognized in other

31 December 2019 Opening Recognized in comprehensive Closing balance
balance profit or loss income

Deferred Tax Assets (101,713) (82,772) 76,898 (107,587)

Tax depreciation in excess (24,815) (389) - (25,204)

of reference tax rates

Lease Liability - (82,383) - (82,383)

FTA of IFRS 9 (76,898) - 76,898 -

Deferred Tax Liability 54,865 92,520 167,804 315,189

Tax depreciation less of 32,602 11,074 - 43,676

reference tax rates

Financial assets at FVOCI 22,263 - 167,804 190,067

Right of use - 81,446 - 81,446

Deferred tax (46,848) 9,748 244,702 207,602

(asset)/liability, net
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20. Deferred tax liability/(asset), net (continued)
Recognized in other

31 December 2018 Opening Recqgmzed n comprehensive Closing balance

balance profit or loss .

income

Deferred Tax Assets (28,828) 4,013 (76,898) (101,713)
Tax depreciation in excess (28,828) 4,013 (24,815)
of reference tax rates
Lease Liability - - - -
FTA of IFRS 9 - - (76,898) (76,898)
Deferred Tax Liability 99,920 (45,055) - 54,865
Tax depreciation less of 30,535 2,067 - 32,602
reference tax rates
Financial assets at FVOCI 69,385 (47,122) - 22,263
Right of use - - - -
Deferred tax 71,092 (41,042) (76,898) (46,848)

liability/(asset), net

21. Share capital

The paid-up capital represents the fully paid shares subscribed by the Bank’s shareholders. As at 31 December
2019 to Lek 6,740,900 thousand (31 December 2018: Lek 6,740,900). At March 28®, 2019, Societe General Group
sold 100% of Societe General Albania shares to OTP Bank NYRT.

31 December 2019 31 December 2018
Number of Shares (%) Number of Shares (%)

OTP Bank NYRT 67,409 100
Societe Generale - - 59,919 88.89
Mr. Vasil Nagi - - 3,055 4.53
Mr. Kristo Nagi - - 1,396 2.07
Mr. Kosta Sotiri - - 1,389 2.06
Mr. Guxim Resuli - - 607 0.90
Mr. Behar Male - - 449 0.67
Mr. Lefter Sota - - 298 0.44
Mr. Vladimir Kosta - - 296 0.44
67,409 100 67,409 100

During 2019, the Bank has not paid any dividend (2018: paid dividends at the amount of Lek 519,569 thousand).
22. Reserves

As at 31 December 2019 and 31 December 2018, the reserves were:

31 December 2019 31 December 2018
Legal reserve (see (i) below) 50,168 50,168
Regulatory reserve (see (ii) below) 1,068,170 1,029,801
Fair value reserve (see (iii) below) 1,282,960 175,866
Total 2,401,298 1,255,835

Nature and purpose of the reserves is as explained below:

(1) The legal reserve was established according to the provisions of the Commercial Law requiring the
creation of reserves of 5% of the Bank’s net income after deduction of accumulated losses from previous years,
until the balance of this reserve reaches 10% of the Bank’s share capital. At 31 December 2019, the balance
represented 0.55% of the Bank’s share capital (2018: 0.70%). During 2019 the Bank apportioned from retained
earnings to legal reserve an amount of Lek 38,369 thousand (2018: Nil).
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22. Reserves (continued)

(i) The regulatory reserve was established according to the Bank of Albania regulation “On the Bank’s
Regulatory Capital”, no.69, dated 18 December 2014. Banks and branches of foreign banks are required to
create reserves of 1.25% to 2% of total risk-weighted assets, by appropriating one fifth of the profit after taxes
and before payment of dividends, until the balance on this measure reaches at least 1.25% of total risk-weighted
assets. At 31 December 2019, the regulatory reserve represented 1.7% of total risk-weighted assets (2018:
1.9%). During 2019 the Bank did not apportion any amount from retained earnings to regulatory reserve (2018:
Lek 483,789 thousand).

(iii) The Fair value reserve represent the cumulative net change in fair value of investment securities at FVOCI
until the asset are derecognised or reclassified.

23. Interest income
Interest income measured at EIR method is earned on the following assets:

31 December 2019 31 December 2018
Loans and advances to customers 2,593,893 2,350,574
Finance leases contracts 71,765 67,555
Investments and repurchase agreements 1,027,552 926,550
Loans and advances to financial institutions 72,415 70,497
Total 3,765,625 3,415,176

24. Interest expense
Interest expense for the year ended 31 December 2019 and 31 December 2018 was incurred on the following:

31 December 2019 31 December 2018
Due to customers 276,522 285,520
Due to banks and financial institutions 78,580 41,433
Interest expense on lease liabilities 13,963 -
Total 369,065 326,953

25. Fee and Commission income
Fee and commission income for the year ended 31 December 2019 and 31 December 2018 is detailed as follows:

31 December 2019 31 December 2018
Fee income earned from services that are provided over a
certain period of time
- Account maintenance fees 155,790 148,518
- Cards and E-banking maintenance fees 162,877 90,943
Fee income from providing financial services and earned
on the execution of a transaction
- Transfer and payment orders 142,717 150,950
-Other banking services 154,851 161,401
-Other 45,516 41,153
Total 661,751 592,965

26. Fee and Commission expenses
Fee and commission expense for the year ended 31 December 2019 and 31 December 2018 is detailed as follows:

31 December 2019 31 December 2018
Interbank transactions 22,175 26,655
Forex & arbitrage operations 5,746 3,902
Master Card and Visa Activity 126,341 71,779
Other 25,895 24,224
Total 180,157 132,560

During 2019 the Bank has increased significantly the number of off-site ATMs, in order to facilitate distribution
of services to the customers. Based on the agreement the monthly cost paid to the provider is based on the
number of transaction per ATM.
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27. ECL charges on financial assets

Charges/(Reversal) for ECL on loans and advances to

customers
Charges for ECL on loans to banks

Charges/(Reversal) of ECL on financial assets at

FVOCI
Charges for ECL on debtors account

Charges for provision on Off Balance Sheet items

Total ECL charges on financial assets

31 December 2019

Charges for ECL on loans and advances
to customers and finance lease
receivable

Charges for ECL on debt accounts
Charges for ECL on loans to banks
Reversal of ECL on financial assets at
FVOCI

Charges for provisions on Off Balance
sheet items

Total

31 December 2018

Charges for ECL on loans and advances
to customers and finance lease
receivable

Charges for ECL on debt accounts
Charges for ECL on loans to banks
Reversal of ECL on financial assets at
FVOCI

Charges for provisions on Off Balance
sheet items

Total

28. Impairment on non-financial assets

Write-down of assets from adjudications

Reversal of provisions for legal cases, net

31 December 2019

31 December 2018

Impairment for tangible and intangible assets

Total

29. Personnel expenses

Salaries
Social insurance

Bonuses and rewards
Total

110

260,421 1,726,827

5,520 1,628
109,080 (14,272)
(427) 110,902
4,946 40,496

379,540 1,865,581

Stage 1 Stage 1 Stage 2

Individual Collective Collective Stage 3 Total
- 39,479 (33,702) 254,644 260,421

- (427) - (427)

5,520 - - - 5,520
109,080 - - - 109,080
- 1,146 (3,038) 6,838 4,946
114,600 40,198 (36,740) 261,482 379,540

Stage 1 Stage 1 Stage 2

Individual  Collective Collective Stage 3 Total
- 16,871 71,253 1,638,703 1,726,827

- - - 110,902 110,902

1,628 - - - 1,628
(14,272) - - - (14,272)
(53) 6,949 31,963 1,637 40,496
(12,697) 23,820 103,216 1,751,242 1,865,581
2019 2018

19,633 245,348

- (584)

- 11,545

19,633 256,309

31 December 2019

31 December 2018

584,153 557,198

82,154 75,030
161,327 252,157
827,634 884,385
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30. Administrative and Operating Expenses

31 December 2019 31 December 2018
Insurance expenses 241,825 236,001
Technical assistance from mother company 5,481 199,998
Rent expenses 67,601 191,586
Consulting expenses 67,255 77,113
Audit expenses 12,351 6,334
Maintenance and repairs 96,257 83,223
Communication 123,347 81,137
External services 92,731 78,735
Adpvertising and promotions 91,179 50,669
Stationery and printings 56,514 31,241
Travel and transportation 26,630 27,300
Electricity 24,545 26,931
Taxes other than income tax 14,428 14,187
Board of Directors and Audit Committee expenses 23,770 8,717
Training and other HR activity 9,775 7,604
Other expenses 19,589 21,370
Total 973,278 1,142,146

External services represent expenses for security, other utilities and professional services. Technical assistance
from Parent Company is related to management services, new standards implemented and IT services offered.
Communication expenses have increased during 2019 due to the integration process with the new group, given
that a new agreement signed between OTP Bank and Societe Generale SA, for services rendered by the latter
bear a different pricing. While during 2019, the Bank terminated all services previously provided by the Societe
Generale Group.

31. Income tax expense

31 December 2019 31 December 2018
Current income tax expense 262,494 10
Deferred tax income expense/(benefit) (see Note 20) 9,748 (41,042)
Total 272,242 (41,032)

Income tax in Albania is assessed at the rate of 15% by the end of December 2019 (2018: 15%) of taxable
income. Starting from January 1%, 2014 according to income tax law amendment dated December 28, 2013 the
provision calculated based on International Financial Reporting Standards are applied for the calculation of the
income tax. Due to the change of the income tax law there are no temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Effective Effective

Tax rate 2019 Tax rate 2018
Profit before tax 1,198,649 (599,563)
Income tax at 15% 15.00% 179,797 15.00% (89,934)
Non-deductible expenses 15.82% 87,197 (15.50%) 92,948
Income exempted from income tax 0.82% (4,500) 0.50% (3,004)
Income tax expense 21.90% 262,494 0.00% 10
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31. Income tax expense (continued)

The following represents a reconciliation of the profit before tax to the taxable results for the year ended 31
December 2019 and 31 December 2018:

31 December 2019 31 December 2018
Profit before tax 1,198,649 (599,563)
Non tax deductible expenses 581,314 619,656
Allowances 98,532 372,800
- Effect on revaluation of assets acquired through
adjudication 49,639 246,109
- Effect on impairment of tangibles & intangible assets - 11,545
- Effect on provisions of debt accounts - 110,902
- Effect on provisions of rewards 44,205 -
- Effect on provision of legal cases 4,688 1,981
- Effect on provision of other assets - 2,263
Loss from write off of debit accounts 614 27,911
Loss from write off of loans and advances to
customers 75,203 40,536
Other operational loss 1,225 1,761
Amortization 16,564 25,460
Personal Consumption expenses 3,126 3,671
Travel and reception expenses 1,066 2,043
Marketing expenses 3,479 6,440
Other non-operating expenses 340,662 -
Other expenses 34,603 139,034
Impact from IFRS 16 Leases 6,240 -
Income Exempted from Profit Tax (30,006) (20,023)
Taxable results 1,749,957 70
Current income tax at 15% (15% in 2018) 262,494 10

Income exempted from Income tax represent the reversal of write down for assets acquired through adjudication
which have been sold during the year. The corresponding charge has been treated as non-deductible expense in
prior periods.

32. Commitments and contingencies

Commitments and contingencies as at 31 December 2019 and 31 December 2018 include guarantees received
from and extended to customers as follows:

31 December 2019 31 December 2018
Guarantees in favour of customers 10,903,381 11,572,790
Un-drawn credit commitments 3,829,593 3,789,486
Guarantees pledged from financial institutions 506,294 670,743
Commitments on securities 1,217,700 826,914
Other commitments 1,973,182 2,759,322
Guarantees received from credit customers 285,472,955 184,871,886

The Bank has collaterals pledged from customers including cash collateral, mortgages and other assets in favour
of the Bank.
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32. Commitments and contingencies (continued)

Legal

In the normal course of business the Bank may be presented with legal claims. As at 31 December 2019, the Bank
had outstanding legal cases considered normal through the course of business, having no material impact on the
Bank’s activity.

33. Related party transactions

The ultimate controlling party of the Bank as at 31 December 2019 is OTP BANK NYRT. A number of banking
transactions are entered into with related parties in the normal course of business. These transactions include
money-market placements, deposits and other transactions carried out on normal commercial terms and at
market rates (at arm’s length transaction).

As at 31 December 2019 and 31 December 2018 the Bank had the following contractual terms and transactions
with its shareholders:

31 December 2018 Amount Interest rate Value date Maturity date
Due from OTP Bank Plc (Lending) 412,260 0.80%  31-Dec-19 7-Jan-20
Due from OTP Bank Plc (Lending) 1,481,040 -0.50%  30-Dec-19 6-Jan-20
Due from OTP Bank Plc (Current account) 3,981 0.00% - -
Due to OTP Bank Plc (Borrowing) 1,727,880 -0.39% 9-Dec-19 8-Jan-20
Borrowing  (OTP Bank Plc) 863,940 -0.36%  20-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 1,913,010 -0.42%  30-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 215,640 1.86%  30-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 539,100 1.85%  30-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 646,920 1.85%  30-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 863,940 -0.42%  30-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 1,234,200 -0.42  30-Dec-19 6-Jan-20
Borrowing  (OTP Bank Plc) 308,550 -0.40%  31-Dec-19 7-Jan-20
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33. Related party transactions (continued)

31 December 2018
Due from Societe Generale (Placement)
Due from Societe Generale (Placement)

Due from Societe Generale (Current account)

Due to Societe Generale (Borrowing)
Due to Societe Generale (Borrowing)
Due to Societe Generale (Borrowing)
Due to Societe Generale (Borrowing)
Due to Societe Generale (Borrowing)

Due to Societe Generale (Current account)
Expenses from Societe Generale

Loans

Loans outstanding at beginning of the year
Loans issued during the year

Loans repaid during the year

Loans outstanding at end of the year

Bank guarantees issued
Interest income earned

Deposits

Current accounts and deposits
Deposits at beginning of the year
Deposits received during the year
Deposits repaid during the year
Deposits at end of the year

Interest paid

Fee and commission income

Profit from foreign exchange transactions
Management compensation

Amount Interest rate

Value date Maturity date

412,268 0.70%  31-Dec-18 3-Jan-19
39,611 1.00%  31-Dec-18 3-Jan-19
3,242,628 - - -
617,100 -0.24% 14-Dec-18 14-Jan-19
617,100 -0.24% 14-Dec-18 14-Jan-19
617,100 -0.22%  21-Dec-18 21-Jan-19
431,370 2.50%  28-Dec-18 4-Jan-19
177,903 2.50%  31-Dec-18 3-Jan-19
2,021 - - -
199,998
Directors Board of Directors
2019 2018 2019 2018
89,625 83,708 - -
1,013 18,893 - -
(21,294) (12,976) - -
69,344 89,625 - -
10,716 10,861 - -
562 810 - -
Directors Board of Directors
2019 2018 2019 2018
81,118 77,836 39,768
27,446 17,335 2,644
(18,242) (14,053) (39,228)
90,322 81,118 3,184
(1,041) (620) (0.38) -
91 115 10 7
29 21 0.14 -
(45,782) (9,740) (3,480)

Amounts disclosed in relation to Directors and Board of Directors classifications include close members of their
families and entities that are controlled, jointly controlled or significantly influenced by, or for which significant
voting power in such entity resides with, directly or indirectly, any director or close family member.

34. Events after the reporting date

Subsequent to 31 December 2019, on 11 March 2020, World Health Organisation announced a pandemic due
to the emergence and spread of the coronavirus Covid-19 in early 2020. The management has assessed the
impact from this event for the Bank as disclosed in Note 4 B (c).
The management of the Bank is not aware of any other events after the reporting date that would require either
adjustment or additional disclosures in these financial statements.
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35. Maturity analysis of assets and liabilities

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or settled. Financial assets and liabilities
have been classified to mature and/or be repaid according to their actual contractual maturities of the products (without making any assumptions over any
possibility for earlier repayment).

31 December 2019

<12 months >12 months Total
Assets
Cash and cash equivalents 5,060,808 - 5,060,808
Restricted balances with Central Bank 5,978,136 666,926 6,645,062
Loans and advances financial institutions 1,629,697 - 1,629,697
Investment securities at FVOCI 3,265,657 19,183,041 22,448,698
Loans and advances to customers, net 21,114,379 30,725,313 51,839,692
Finance lease receivables 437,619 741,236 1,178,855
Property and equipment and intangible assets - 694,083 694,083
Assets gained through legal process - 122,110 122,110
Deferred tax asset, net - - -
Other assets 485,388 - 485,388
Right of use, net - 542,976 542,976
Total 37,971,684 52,675,685 90,647,369
Liabilities and equity
Due to financial institutions 13,445,496 149,648 13,595,144
Due to customers 57,391,790 8,953,284 66,345,074
Lease liabilities - 549,217 549,217
Deferred tax liability, net - 207,602 207,602
Other liabilities 743,050 - 743,050
Provisions - 122,231 122,231
Equity - 9,085,051 9,085,051
Total 71,580,336 19,067,033 90,647,369
Net exposure (33,608,652) 33,608,652 -
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31 December 2018

<12 months > 12 months Total
6,546,978 - 6,546,978
5,910,262 682,625 6,592,887
1,460,241 317 1,460,558
5,434,998 13,561,327 18,996,325
18,099,435 28,240,771 46,340,206
387,762 742,189 1,129,951

- 548,320 548,320

- 171,143 171,143

- 46,848 46,848

343,867 - 343,867
38,183,543 43,993,540 82,177,083
6,669,864 77,471 6,747,335
60,404,729 6,948,980 67,353,709
778,884 - 778,884

- 121,585 121,585

- 7,175,570 7,175,570

67,853,477 14,323,606 82,177,083
(29,669,934) 29,669,934 -
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36. Financial risk management

(a) Overview

The Bank has exposure to the following risks from its use of financial instruments:
e credit risk

e liquidity risk

e market risks

e operational risks.

This note presents information about the Bank’s exposure to each of the above risks and its objectives, policies
and processes for measuring and managing risk and capital.

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Bank’s risk
management framework. The Board has established the Bank Asset and Liability (ALCO), Credit and
Operational Risk committees, which are responsible for developing and monitoring Bank risk management
policies in their specified areas. All Board committees have both executive and non-executive members and
report regularly to the Board of Directors on their activities.

The Bank’s risk management policies are established to identify and analyse the risks faced by the Bank, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions, products and services offered. The Bank,
through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment, in which all employees understand their roles and obligations.

The Bank Audit Committee is responsible for monitoring compliance with the Bank’s risk management policies
and procedures, and for reviewing the adequacy of the risk management framework in relation to the risks faced
by the Bank. The Bank Audit Committee is assisted in these functions by Internal Audit. Internal Audit
undertakes both regular and ad-hoc reviews of risk management controls and procedures, the results of which
are reported to the Audit Committee.

Current developments

Management of the Bank performs daily monitoring over all positions of assets and liabilities, income and
expenses, as well as the development of the international financial markets, applying the best banking practices.
Based on this, the management analyses profitability, liquidity and the cost of funds and implements adequate
measures in respect to credit, market (primarily interest rate) and liquidity risk, thus limiting the possible
negative effects from the global economic. In this way the Bank responds to the challenges of the market
environment, maintaining a stable capital and liquidity position.

(b) Credit risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from the Bank’s loans and advances to customers and
other banks and financial assets at FVOCI.

For risk management reporting purposes, the Bank considers and consolidates all elements of credit risk

exposure (such as individual obligor default risk, country and sector risk). For risk management purposes, credit
risk arising on trading securities is managed independently, but reported as a component of market risk exposure.
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36.

(b)

Financial risk management (continued)

Credit risk (continued)

Management of credit risk

The Board of Directors has delegated responsibility for the management of credit risk to its Bank Executive
directors supervised from Head Office. A consolidated Credit Risk Sector, reporting to the Chief Risk Officer
and in parallel to the Executive Officer, is responsible for oversight of the Bank’s credit risk.

The management of credit risk is accomplished through:

Formulating credit risk policies in consultation with business units, covering collateral requirements, credit
assessment, risk grading and reporting, documentary and legal procedures, and compliance with regulatory
and statutory requirements.

Establishing and monitoring of the delegation levels and escalating process regarding the credit approvals.
Board of Directors delegates its power of approval authority to the Executive Members of the Bank
(currently for the amount up to Euro 3 million for non-retail and EUR 1 million for Retail or its equivalent
in Lek or other currencies). Above this amounts all credit files are approved in Risk structure of OTP Bank
in Head office up to 10% of regulatory capital values, approximately EUR 6.5 million as of end of December
2019, the maximal local regulatory limit. Above this limit Board of directors’ approval is needed.

Reviewing and assessing credit risk. Bank Management through specific structures of Credit Risk
Management assesses all credit exposures limits, prior to the final approval and disbursement. Renewals and
reviews of facilities are subject to the same process.

Limiting concentrations of exposure to counterparties. The bank structures the levels of credit risk it
undertakes by placing limits on the amount of risk accepted in relation to one borrower or groups of
borrowers. Moreover, concentration limits by sectors of economy are being established. Such risks are
monitored on a revolving basis and subject to an annual or more frequent review, as considered necessary.

Monitoring the actual exposures against limits on a frequent basis. Exposure to credit risk is also managed
through regular analysis of the ability of borrowers and potential borrowers to meet interest and capital
repayment obligations, even by changing these lending limits where appropriate.

Developing and maintaining the Bank’s risk grading in order to categorise exposures according to the degree
of risk of financial loss faced and to focus management on the attendant risks. The risk grading system is
used in determining where impairment provisions may be required against specific credit exposures. The
current risk grading framework is based on a general categorization of the loan portfolio in performing and
non-performing loans, classified into 3 categories and sub-categories for performing loans (5,6,7) and 3
categories for default (8,9,10), which reflect various degrees of risk of default and the availability of
collateral or other credit risk mitigation. The responsibility for appropriate setting and monitoring the risk
grades in line with the financial situation of the non-retail counterparty remains with the Credit Risk
Management and is subject to the final approval by the final approval authority of the file. The risk grading
is also subject to regular reviews performed by Societe Generale, and the Group risk and impairment
measurement policies and guidelines.
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36. Financial risk management (continued)
(b) Credit risk (continued)
Management of credit risk (continued)

The references below show where the Bank’s impairment assessment and measurement approach is set out in
this report. It should be read in conjunction with the Summary of significant accounting policies.

The Bank’s definition and assessment of default and cure Note 34 (b) (1)

An explanation of the Bank’s internal rating system Note 34 (b) (ii)

How the Bank defines, calculates and monitors the probability of default, exposure Note 34 (b) (iii), Note 34 (b)
at default and loss given default) (iv) and Note 34 (b) (x1)
When the Bank considers there has been a significant increase in credit risk of an ~ Note 34 (b) (v)

Exposure

The Bank’s policy of segmenting financial assets where ECL is assessed on a Note: 34 (b) (vi)

collective basis

The details of the ECL calculations for Stage 1, Stage 2 and Stage 3 assets Note: 3 (k) (iv) B

i) Definition of default and cure

The Bank considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculations
in all cases when the borrower becomes more than 90 days past due on its contractual payments. The Bank
defines a financial instrument as in default, which is fully aligned with the definition of credit-impaired, when
it meets either of the following criteria:

1. Unlikeliness to pay (“UTP”): The client is flagged as defaulted due to unlikeliness to pay (indicated in
default indicators file) and at the same time has at least 1 active financing, or
a. significant financial difficulty of the issuer or obligor;

b. abreach of contract, such as a default or delinquency in interest or principal payments;

c. the creditor , for economic or legal reasons relating to the borrower’s financial difficulty, granting to
the borrower a concession that the creditor would not otherwise consider;
d. it becoming probable that the borrower will enter bankruptcy or other financial reorganization;
the disappearance of an active market for that financial asset because of financial difficulties; or
observable data indicating that there is a measurable decrease in the estimated future cash flows from a
group of financial assets since the initial recognition of those assets, although the decrease cannot yet
be identified with the individual financial assets in the group, including:
i.  adverse changes in the payment status of borrowers in the group (e.g. an increased number of
delayed payments); or
ii.  national or local economic conditions that correlate with defaults on the assets in the group (e.g.
an increase in the unemployment rate in the geographical area of the borrowers, a decrease in
property prices for mortgages in the relevant area, a decrease in oil prices for financing assets to
oil producers, or adverse changes in industry conditions that affect the borrowers in the group).or
2. 90 DPD: The exposure is more than 90 days past due (DPD90) and at the same time is active and marked

as defaulted by the bank (this identification is needed because for some financings with misaligned
payments/financing, the DPD counter is not correctly reflecting the past due time)

The above criteria have been applied to all financial instruments held by the Bank and are consistent with the
definition of default used for internal credit risk management purposes.
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36. Financial risk management (continued)
(b) Credit risk (continued)

Management of credit risk (continued)

i) Definition of default and cure (continued)

It is the Bank’s policy to consider a financial instrument as ‘cured’ and therefore re-classified out of Stage 3
when none of the default criteria have been present for at least three consecutive months. The decision whether
to classify an asset as Stage 2 or Stage 1 once cured depends on the updated credit grade, at the time of the cure,
and whether this indicates there has been a significant increase in credit risk compared to initial recognition.
The exit from default may not occur before a minimum period of one year after the restructuring and subject to
compliance with the restructured agreement and the absence of any payments in arrears as explained in Note 3

(k) (viii).
(ii) The Bank’s internal rating and PD estimation process

The Bank’s independent Risk Department manages its internal rating model for non-retail portfolio and assures
the total compliance of rating, financial situation of the non-retail counterparty and provisioning rate. The Stage
1 part of sound portfolio has to be rated between rates 5- (Albanian country rating) and 7+. Watch list of non -
retail which is equivalent to Stage 2 has to be graded 7 or 7- and stage 3 has to be rated 8,9 or 10. The models
incorporate both qualitative and quantitative information and, in addition to information specific to the borrower,
utilize supplemental external information that could affect the borrower’s behavior.

PDs associated with each rating are then used for modelling the IFRS 9 ECL calculations, while incorporating
forward looking information and the IFRS 9 Stage classification of the exposure.

Treasury, trading and interbank relationships

The Bank’s treasury, trading and interbank relationships and counterparties comprise financial services
institutions, banks, broker-dealers, exchanges and clearing-houses. For these relationships, the approval for
green list of counterparties is issued from Market Risk department of Societe Generale Head Office in line with
the counterparty's “Rating Agency”, and assigns the internal Starweb rating. The local Market Risk monitors
the limits granted for these counterparties

Corporate and small business lending

For corporate loans, the borrowers are assessed by specialized risk employees of the Bank. The credit risk
assessment is based on a specialized assessment and takes into account various historical, current and forward-
looking information such as:

* Historical financial information together with forecasts and budgets prepared by the client. This financial
information includes realized and expected results, solvency ratios, liquidity ratios and any other relevant ratios
to measure the client’s financial performance.

* Any publicly available information on the clients from external parties. This includes external rating grades
issued by rating agencies if available, independent analyst reports, publicly traded bond or CDS prices or press
releases and articles.

* Any macro-economic or geopolitical information, e.g., GDP growth relevant for the specific industry and
geographical segments where the client operates.

» Any other objectively supportable information on the quality and abilities of the client’s management relevant
for the company’s performance.

* Counterparty credit behaviors’ in the banking system

* Quality and feasibility of the project subject of financing request
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36. Financial risk management (continued)

(b) Credit risk (continued)

Management of credit risk (continued)

(ii) The Bank’s internal rating and PD estimation process (continued)

Consumer lending and retail mortgages

Consumer lending comprises personal loans, mortgages overdrafts and revolving credit cards.

The mortgage loans are all analyses in branches and final approval is made from a specialized team in credit risk
that evaluates the ability of the client to financially support the repayment of loan granted during the life of the
loan and quality of the collateral as secondary source of repayment.

Consumer uncovered loans originated with salary or rent incomes are approved from a scorecard build internally
from the bank that gives green, orange or red status of the application. The scorecard takes into account all credit
policy criteria’s in force weighted with a score.

(iii) Exposure at Default

Exposure at default is based on the amounts the Bank expects to be owed at the time of default, over the next 12
months or over the remaining lifetime. The 12-month and lifetime EADs are determined based on the expected
payment profile, which varies by product type. For amortising products and bullet repayment financings, this is
based on the contractual repayments owed by the borrower over a 12-month or lifetime basis.

To calculate the EAD for a Stage 1 loan, the Bank assesses the possible default events within 12 months for the
calculation of the 12mECL. However, if a Stage 1 loan that is expected to default in the 12 months from the
balance sheet date and is also expected to cure and subsequently default again, then all linked default events are
taken into account. For Stage 2, Stage 3 and POCI financial assets, the exposure at default is considered for
events over the lifetime of the instruments.

The Bank determines EADs by modelling the range of possible exposure outcomes at various points in time,
corresponding the multiple scenarios. The IFRS 9 PDs are then assigned to homogenous groups based on the
outcome of Bank’s models.

(iv) Probability of Default

The probability of default represents the likelihood of a borrower defaulting on its financial obligation over the
next 12 months or over the remaining lifetime of the obligation. As a rule, the lifetime probability of default is
calculated using the regulatory 12 month probability of default, stripped of any margin of conservatism, as a
starting point. Thereafter, various statistical methods are used to generate an estimate of how the default profile
will develop from the point of initial recognition throughout the lifetime of the financing or portfolio of
financings.

(v) Loss Given Default

For the loan portfolio, LGD values are assessed at least each year by the Bank’s specialized risk department.
The risk assessment is based on a standardized LGD assessment framework that results in a certain LGD rate.
These LGD rates take into account the expected EAD in comparison to the amount expected to be recovered or
realized from any collateral held. The Bank segments its portfolio into business and retail lending, based on key
characteristics that are relevant to the estimation of future cash flows.

Further recent data and forward-looking economic scenarios are used in order to determine the IFRS 9 LGD rate
for each group of financial instruments. When assessing forward-looking information, the expectation is based
on multiple scenarios. Examples of key inputs involve changes in, collateral values including property prices for
mortgages, commodity prices, payment status or other factors that are indicative of losses in the group.

The Bank estimates regulatory and IFRS 9 LGDs on a single basis. Under IFRS 9, LGD rates are estimated for
the Stage 1, Stage 2, Stage 3 and POCI IFRS 9 segment of each asset class. The inputs for these LGD rates are
estimated and, where possible, calibrated through back testing against recent recoveries. These are repeated for
each economic scenario as appropriate.
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36. Financial risk management (continued)
(b) Credit risk (continued)

Management of credit risk (continued)

(vi) Significant increase in credit risk

The Bank continuously monitors all credit exposures subject to ECLs. In order to determine whether an
instrument or a portfolio of instruments is subject to 12mECL or LTECL, the Bank assesses whether there has
been a significant increase in credit risk since initial recognition. The Bank considers an exposure to have
significantly increased in credit risk when the IFRS 9 lifetime PD has doubled since initial recognition and has
increased by more than 10 dpd (commercial phase starting point).

The Bank also applies a secondary qualitative method for triggering a significant increase in credit risk for an
asset, such as moving a customer/facility to the watch list, or the account becoming forborne. In certain cases,
the Bank may also consider that events explained in Note 34 (b) (i) are a significant increase in credit risk as
opposed to a default. Regardless of the change in credit grades, if contractual payments are more than 10 days
past due, the credit risk is deemed to have increased significantly since initial recognition.

When estimating ECLs on a collective basis for a group of similar assets (as set out in Note 34 (b) (vi) the Bank
applies the same principles for assessing whether there has been a significant increase in credit risk since initial
recognition.

(vii) Grouping financial assets measured on a collective basis

As explained in Note 3 (k) (iv) dependent on the factors below, the Bank calculates ECLs either on a collective
or an individual basis. Asset classes where the Bank calculates ECL on an individual basis include:

e the specific nature of the financing and its contractual and financial conditions (maturity, reference rate,
etc.);
the exposure profile until maturity in relation to potential market movements;
the existence of collateral or guarantees; and
the potential for default based on the internal risk rating.
The treasury, trading and interbank relationships (such as Due from Banks, Cash collateral on securities
borrowed and reverse repurchase agreements and debt instruments at amortized cost/FVOCI
e Exposures that have been classified as POCI when the original loan was derecognized and a new loan was

recognized as a result of a credit driven debt restructuring.

Asset classes where the Bank calculates ECL on a collective basis include:

* Stage 1 and 2 business and retail

* Loan balances less than EUR 500,000 for non-retail (business loans) and less than EUR 200,000 for retail
loans.

* Purchased POCI exposures managed on a collective basis

The Bank groups these exposure into smaller homogeneous portfolios, based on a combination of internal and
external characteristics of the loans that constitute a homogenous group.

* Non-retail lending is grouped in one category, no subdivision
* Retail lending homogenous groups as follows:

- Mortgage loans

- Professional and Very Small business loans

- Consumer loans

- Other loans

(viii) Forward-looking Information

The assessment of a significant increase in credit risk and the calculation of expected credit losses both
incorporate forward-looking information. The Bank has performed historical analysis and identified key
economic variables impacting credit risk and expected credit losses for each portfolio.
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36. Financial risk management (continued)
(b) Credit risk (continued)

Management of credit risk (continued)

(viii) Forward-looking Information (continued)

The impact of economic variables on the probability of default and loss given default is determined using
statistical regression to understand the impact changes in these variables have had historically on default rates
and on the components of loss given default and exposure at default.

In addition to the base economic scenario, the model also provides a best case and worst case scenario and
scenario weightings to ensure non-linearities are captured. The Bank has concluded that three scenarios or less
appropriately captures non-linearity. The scenario weightings are determined by a combination of statistical
analysis, taking account of the range of possible outcomes each chosen scenario is representative of.

The Bank considers these forecasts represent its best estimate of the possible outcomes and cover any potential
non-linearities and asymmetries in the Bank’s different portfolios.

(ix) Expected Credit Losses General

The calculation of expected credit losses requires the use of accounting estimates which, by definition, will
rarely equal the actual results. Management exercises judgement in applying the Bank’s accounting policies.

The Bank assesses on a forward-looking basis the expected credit losses associated with its debt instrument
assets carried at amortised cost and FVOCI and with the exposure arising from financing commitments, leasing
receivables and financial guarantee contracts. The Bank recognises a loss allowance for such losses at each
reporting date.

Financial instruments in Stage 1 have their expected credit loss measured at an amount equal to the portion of
lifetime expected credit losses that result from default events possible in the next 12 months. Instruments in
Stages 2 or 3 have their expected credit losses measured based on expected credit losses on a lifetime basis.
According to IFRS 9, when measuring expected credit losses it is necessary to consider forward-looking
information.

(x) Explanation of Inputs, Assumptions and Estimation Techniques

The expected credit loss is measured on either a 12-month or lifetime basis depending on whether a significant
increase in credit risk has occurred since initial recognition, or whether an asset is considered to be credit-
impaired. Forward-looking economic information is also included in determining the 12-month and lifetime PD,
EAD. These assumptions vary by clients type divided into Business and Retail. Expected credit losses are the
product of the probability of default (PD), loss given default (LGD) and exposure at default (EAD).

(xi) Sensitivity Analysis
The most significant assumptions affecting the expected credit loss allowance are as follows:
Business portfolios
e Quarterly GDP by Production Approach, Seasonally adjusted — GDP current prices:
- Industry
- Real Estate Services
- VSHB Gross Value Added
- PBB gross Domestic Product
e Quarterly GDP by expenditure approach, constant prices
- Final Consumption Expenditures
- Gross fixed Capital Formation
- Domestic Absorption
- Net Export
- Import
- Export
e Retail portfolios Labor Market — Labor Force Survey:
- Unemployment rate
- Labour Force Participation
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36. Financial risk management (continued)
(b) Credit risk (continued)
Management of credit risk (continued)
(xii) Sensitivity Analysis (continued)
e Prices:

- Consumer Price Index (CPI)
- Producer Price Index (PPI)

Collateral and other credit enhancements

The Bank holds collateral against financial receivables in the form of mortgage interests over property, other
registered securities over assets, and guarantees. Estimates of fair value are based on the value of collateral
assessed at the time of borrowing, and are updated on three years frequency and also when the asset is
individually assessed as impaired. An estimate of the fair value of collateral held against financial receivables
at 31 December 2019 and 2018 is shown below:

2019 2018
Over- Under- Over- Under-
collateralized collateralized collateralized collateralized
Fair value of Fair value of Fair value of Fair value of
collateral collateral collateral collateral
Real Estate 137,478,419 1,292,666 73,922,814 1,270,874
Machinery, Equipment Inventories 10,563,861 125,090 28,088,102 57,398
Cash Collateral 615,349 7,912 871,571 44916
Other 75,893,909 1,512,063 117,810,428 781,307
Total 224,551,538 2,937,731 220,692,915 2,154,495

Collateral generally is not required for balances with banks and financial institutions, and no such collateral
was held at 31 December 2019 or 2018.

The financial effect of the collateral is being presented by dividing the value of the collateral seperately

(1) those assets where the value of collateral are equal or overpassed the accounting value of the
assets(over- collateralised), and
(i1) those assets where the value of collateral are less than the accounting value of the assets (under

collateralised assets).
The Bank holds collateral against loans and advances to customers. The Bank implements its internal guidelines
on the acceptability of specific classes of collateral or credit risk mitigation.
The Bank holds collateral mainly in the form of:
o Real Estate mortgages over residential as well as business properties;
e Pledge over business assets in operation such as machinery and equipment, inventory, and accounts
receivable;
o (Cash collateral and certain securities (i.e. Treasury Bills), etc.
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36. Financial risk management (continued)
(b) Credit risk (continued)
Management of credit risk (continued)

Collateral and other credit enhancements (continued)

Estimates of fair value are based on the value of collateral assessed at the time of borrowing, and generally are
not updated on an annual basis. The revision takes place when the loan is individually assessed as impaired,
except for cases where the review is requested by the customer, the loan is in arrears, or there is a significant
decrease in the market prices for real estate premises. Collateral generally is not held over loans and advances
to banks, except when securities are held as part of reverse repurchase and securities borrowing activity.

31 December 2019 31 December 2018

Total collaterals received
For loans and advances to financial institutions 506,494 670,743
For investing in G. Bond in Euro 1,217,700 826,914
For other investments 1,973,182 2,759,322
For loans and advances to customers 285,472,755 184,871,886
Total 289,170,131 189,128,865

Maximum Exposure to Credit Risk without taking account of any collateral and other credit enhancements (gross
of any impairment). The following table shows the current maximum exposure to credit risk for the applicable
components of statement of financial position. The maximum exposure is presented without taking into account
any collateral and other credit enhancements (gross of any impairments)

Gross maximum exposure

31 December 2019 31 December 2018

Cash balances with Central Bank (excluding cash on

hand) 10,224,395 11,415,494
Due from Banks 1,640,756 1,466,097
Investment securities at FVOCI 22,448,698 18,996,325
Loans and advances to customers (including financial

lease) ( ¢ 56,945,427 51,790,363
Total 91,259,276 83,668,279
Un-drawn credit commitments 3,829,593 3,789,486
Letters of credit 1,168,532 1,087,323
Guarantees in favor of customers 9,734,848 10,485,467
Total credit related commitments 14,732,973 15,362,276
Total Credit Risk exposure 105,992,249 99,030,555
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36. Financial risk management (continued)

(b) Credit risk (continued)

Management of credit risk (continued)

Collateral and other credit enhancements (continued)

Fair value of collateral and other security enhancements held against financial assets

31 December 2019

Loans to individuals

Housing

Real Estate & Reconstruction

Consumer

Other

Loans to large corporate customers
Loans to SME

Total

Finance lease contracts

Total including finance lease contracts

31 December 2018

Loans to individuals

Housing

Real Estate & Reconstruction

Consumer

Other

Loans to large corporate customers
Loans to SME

Total

Finance lease contracts

Total including finance lease contracts
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Over-collateralized

Under-collateralized

assets Assets
Valcljl zrgigll% Fair value of Val(l:l 2rgi¥1ﬁ§ Fair value of
assets collateral assets collateral
12,554,034 35,758,480 4,440,626 957,162
8,342,537 22,263,064 613,164 543,081
3,745,765 11,033,675 417,520 334,647
35,508 76,039 3,011,576 -
430,224 2,385,702 398,366 79,434
32,738,650 158,096,514 898,791 1,797,220
4,943,075 24,625,897 39,433 180,300
50,235,759 218,480,891 5,378,850 2,934,682
1,330,818 6,070,647 - 3,049
51,566,577 224,551,538 5,378,850 2,937,731

Over-collateralized

Under-collateralized

assets Assets
Vaﬁirzfyilﬁf Fair value of valcu ngiﬁg Fair value of
assets collateral assets collateral
15,110,558 44,121,735 4,191,730 895,338
8,001,440 21,220,098 769,298 610,391
3,605,066 9,881,738 261,215 206,708
441,545 1,272,628 2,796,947 2,459
3,062,507 11,747,271 364,270 75,780
25,223,931 147,168,543 1,832,013 1,252,286
4,183,376 24,733,502 8,184 6,865
44,517,865 216,023,780 6,031,927 2,154,489
1,240,132 4,669,135 439 7
45,757,997 220,692,915 6,032,366 2,154,496
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36. Financial risk management (continued)

(¢) Credit risk (continued)

Credit risk grades

The Bank allocates each exposure to a credit risk grade based on a variety of data that is determined to be predictive of the risk of default and applying experienced

credit judgement. Credit risk grades are defined using qualitative and quantitative factors that are indicative of risk of default. These factors vary depending on the

nature of the exposure and the type of borrower. Credit risk grades are defined and calibrated such that the risk of default occurring increases exponentially as the credit

risk grade deteriorates. Each exposure is allocated to a credit risk grade on initial recognition based on available information about the borrower. Exposures are subject

to ongoing monitoring, which may result in an exposure being moved to a different credit risk grade. The monitoring typically involves use of the following data.
Information obtained during periodic review of customer files — e.g. audited financial statements, management accounts, budgets and projections for corporate
customers and Internally collected data on customer behavior for retail ones

- Payment record — this includes overdue status as well as a range of variables about payment ratios

- Utilisation of the granted limit

- Existing and forecast changes in business, financial and economic conditions

Credit Risk (continued) Loans & Advances to customers Finance Lease receivable
2019 2018 2019 2018
Carrying amount 51,839,692 46,340,206 1,178,855 1,129,951

Amount committed / Guaranteed

At amortized cost

Grade: Low-fair risk 51,973,180 46,261,981 1,152,197 1,145,795
Grade: Watch list 486,944 549,601 12,510 28,107
Grade: Substandard 1,389,538 1,085,848 156,714 61,470
Grade: Doubtful 332,994 339,946 4,212 5,068
Grade: Loss 1,431,953 2,312,416 5,185 131
Total gross amount 55,614,609 50,549,792 1,330,818 1,240,571
Expected Credit Losses (3,774917) (4,209,586) (151,963) (110,620)
Net Carrying Amount 51,839,692 46,340,206 1,178,855 1,129,951

(b) Credit risk (continued)

. . Loans & Advances to banks Investment securities at FVOCI  Lending commitments and financial
Credit Risk (continued)
guarantees
2019 2018 2019 2018 2019 2018
Carrying amount 1,629,697 1,460,558 22,448,698 19,023,777
Amount committed / Guaranteed 14,732,973 15,362,276

At amortized cost
Grade: Low-fair risk 1,640,756 1,466,097 - - - -
Grade: Watch list - - - R - -
Grade: Substandard - - - - - -
Grade: Doubtful - - - - - -
Grade: Loss - - - R - -
Total gross amount 1,640,756 1,466,097
Expected Credit Losses (11,059) (5,539) (136,531) (27,451) (122,231) (117,285)
Net Carrying Amount 1,629,697 1,460,558 22,312,167 18,996,326 14,610,742 15,244,991
1,460,558

Financial assets at FVOCI
Grade: Low-fair risk - - - 22312,167 18,996,325 - -
Total carrying amount - - - 22,312,167 18,996,325 - -

Off Balance Sheet

Lending commitments - - - - - - - -
Grade: Low-fair risk - - - .- R 3,829,593 3,789,486

Financial Guarantees - - - - - - - -
Grade: Low-fair risk - - - .- R 10,903,381 11,572,790

Total Exposure - - - - - - 14,732,973 15,362,276
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36. Financial risk management (continued)

(b) Credit risk (continued)

Ep osure to credit risk

(i)  Loans and advances to financial institutions and financial assets at FVOCI

31 December 2019

31 December 2018

Loans and advances to financial institutions

Fair risk (commercial banks) 1,640,756 1,466,097

Expected Credit Losses (11,059) (5,539)

Investment securities at FVOCI

Government bonds 22,448,698 19,023,777

Expected Credit Losses (136,531) (27,451)

Total carrying amount 23,941,864 20,456,884

(ii)  Loans and Advances to Customers, Net

31 December 2019

Collectively assessed Stage 1 Stage 2 Stage 3 Grand Total
Grade: Standard 49,725,971 1,475,623 186,681 51,388,275
Grade: Special 175,414 305,224 6,307 486,945
Grade: Substandard - - 249,168 249,168
Grade: Doubtful - - 122,242 122,242
Grade: Loss - - 110,018 110,018
Gross amount 49,901,385 1,780,847 674,416 52,356,648

Expected Credit Losses (603,678) (314,128) (299,872) (1,217,678)

Carrying amount (A) 49,297,707 1,466,719 374,544 51,138,970

Individually assessed Stage 1 Stage 2 Stage 3 Grand Total
Grade: Standard - - 584,903 584,903
Grade: Special - - - -
Grade: Substandard - - 1,140,370 1,140,370
Grade: Doubtful - - 210,752 210,752
Grade: Loss - - 1,321,936 1,321,936

Gross amount - - 3,257,961 3,257,961

Expected Credit Losses - - (2,557,239) (2,557,239)

Carrying amount (B) - - 700,722 700,722

Total carrying amount (A+B) 49,297,707 1,466,719 1,075,266 51,839,692
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36. Financial risk management (continued)

(b) Credit risk (continued)

Exposure to credit risk
(ii) Loans and Advances to Customers, Net (continued)

31 December 2018

Collectively assessed Stage 1 Stage 2 Stage 3 Grand Total
Grade: Standard 44,331,387 1,242,848 687,626 46,261,861
Grade: Special 111,358 438,243 - 549,601
Grade: Substandard - - 670,586 670,586
Grade: Doubtful - - 115,657 115,657
Grade: Loss - - 169,299 169,299
Gross amount 44,442,745 1,681,091 1,643,168 47,767,004
Expected Credit Losses (565,904) (325,429) (939,623) (1,830,956)
Carrying amount (A) 43,876,841 1,355,662 703,545 45,936,048
Individually assessed Stage 1 Stage 2 Stage 3 Grand Total
Grade: Standard - - - -
Grade: Special - - - -
Grade: Substandard - - 415,262 415,262
Grade: Doubtful - - 224,289 224,289
Grade: Loss - - 2,143,117 2,143,117
Gross amount - - 2,782,668 2,782,668
Expected Credit Losses - - (2,378,629) (2,378,629)
Carrying amount (B) - - 2,547,156 2,547,156
Total carrying amount (A+B) 43,876,841 1,355,662 3,250,701 48,483,204

The following table sets out information about the overdue status of loans and advances to customers in Stages

1,2 and 3.

31 December 2019 Stage 1 Stage 2 Stage 3 Grand Total
Current 42,784,275 680,214 639,425 44,103,914
Overdue < 30 days 6,991,325 988,434 566,783 8,546,542
Overdue < 30 days 125,786 112,198 2,726,169 2,964,153

Gross amount 49,901,386 1,780,846 3,932,377 55,614,609

Expected Credit Losses (603,678) (314,128) (2,857,111) (3,774,917)

Total carrying amount 49,297,708 1,466,718 1,075,266 51,839,692

31 December 2018 Stage 1 Stage 2 Stage 3 Grand Total

Current 36,650,564 433,077 739,926 37,823,567

Overdue < 30 days 7,788,051 888,312 707,604 9,383,967

Overdue : 30 days 4,130 359,703 2,978,306 3,342,139

Gross amount 44,442,745 1,681,092 4,425,835 50,549,672

Expected Credit Losses (565,904) (325,429) (3,318,252) (4,209,585)

Total carrying amount 43,876,841 1,355,663 1,107,583 46,340,087
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36. Financial risk management (continued)

(b) Credit risk (continued)
Exposure to credit risk (continued)

(iii) Financial Leasing Net

Collectively assessed

Grade: Standard
Grade: Special
Grade: Substandard
Grade: Doubtful
Grade: Loss
Gross amount
Expected Credit Losses
Carrying amount (A)

Individually assessed

Grade: Standard
Grade: Special
Grade: Substandard
Grade: Doubtful
Grade: Loss
Gross amount
Expected Credit Losses
Carrying amount (B)

Total carrying amount (A+B)

Collectively assessed

Grade: Standard
Grade: Special
Grade: Substandard
Grade: Doubtful
Grade: Loss
Gross amount
Expected Credit Losses
Carrying amount (A)

Individually assessed

Grade: Standard
Grade: Special
Grade: Substandard
Grade: Doubtful
Grade: Loss
Gross amount
Expected Credit Losses
Carrying amount (B)

Total carrying amount (A+B)
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31 December 2019

Stage 1 Stage 2 Stage 3 Grand Total
1,135,497 6,834 3,468 1,145,799
4,242 8,269 - 12,511
1,139,739 15,103 3,468 1,158,310
(16,203) (3,184) (1,390) (20,777)
1,123,536 11,919 2,078 1,137,533
Stage 1 Stage 2 Stage 3 Grand Total
- - 6,398 6,398

- - 156,714 156,714

- - 4,212 4,212

- - 5,185 5,185

- - 172,509 172,509

- - (131,187) (131,187)

- - 41,322 41,322

1,123,536 11,919 43,400 1,178,855

31 December 2018

Stage 1 Stage 2 Stage 3 Grand Total
1,010,019 119,728 11,716 1,141,463
605 27,502 - 28,107
- - 1,992 1,992

- - 131 131

1,010,624 147,230 13,839 1,171,693
(15,111) (25,584) (8,697) (49,392)
995,513 121,646 5,142 1,122,301
Stage 1 Stage 2 Stage 3 Grand Total
- - 4,332 4,332
- - 61,470 61,470
- - 3,076 3,076
- - 68,878 68,878

- - (61,228) (61,228)
- - 7,650 7,650

995,513 121,646 12,792 1,129,951
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36. Financial risk management (continued)

(b) Credit risk (continued)

Exposure to credit risk (continued)

(iv) Financial Leasing Net (continued)

31 December 2019

Current

Overdue < 30 days

Overdue > 30 days
Gross amount
Expected Credit Losses

Total carrying amount

31 December 2018

Current

Overdue < 30 days

Overdue > 30 days
Gross amount
Expected Credit Losses
Total carrying amount

Loans with renegotiated terms

Stage 1 Stage 2 Stage 3 Grand Total
993,603 5,348 9,866 1,008,817
141,894 1,486 94,323 237,703

4,242 8,269 71,788 84,299
1,139,739 15,103 175,977 1,330,819
(16,203) (3,184) (132,577) (151,964)
1,123,536 11,919 43,400 1,178,855

Stage 1 Stage 2 Stage 3 Grand Total
899,513 - 13,868 913,381
111,110 121,902 2,180 235,192

- 25,328 66,669 91,997
1,010,623 147,230 82,717 1,240,570
(15,111) (25,584) (69,925) (110,620)
995,512 121,646 12,792 1,129,950

Loans with renegotiated terms are loans that have been restructured due to deterioration in the borrower’s
financial position and where the Bank has made concessions that it would not otherwise consider. Once the loan

is restructured it remains in this category independent of satisfactory performance after restructuring.

Analysis of gross loans and advances to customers by risk grade
Analysis of the gross and net (of allowances for impairment) amounts of individually impaired loans and

advances to customers by risk grade are presented as follows:

Individually impaired
Grade: Standard
Grade: Substandard
Grade: Doubtful
Grade: Loss

Total

31 December 2019

31 December 2018

Gross Net Gross Net
584,903 293,188 - -
1,140,370 255,661 415,262 174,826
210,752 54,606 224,289 45,423
1,321,936 97,267 2,143,117 183,790
3,257,961 700,722 2,782,668 404,039

Analysis of the gross and net (of allowances for impairment) amounts of individually impaired finance leases by

risk grade are presented as follows:

31 December 2019 31 December 2018
Gross Net Gross Net

Individually impaired
Grade: Standard 6,398 3,191 - -
Grade: Substandard 156,714 32,979 65,802 6,206
Grade: Doubtful 4,212 2,451 3,076 1,443
Grade: Loss 5,185 2,700 - -
Total 172,509 41,321 68,878 7,650
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36. Financial risk management (continued)

(b) Credit risk (continued)

Exposure to credit risk (continued)

Gross concentration of credit risk as at 31 December 2019 and 31 December 2018 by economic sector is detailed as follows:

Production and processing industry
Trade

Services

Construction

Telecommunication

Agriculture and fishing

Others

Total

31 December 2019

31 December 2018

Loans and Finance Loans and Finance

advances % of % of
Lease Total advances to Lease Total

to . Total . Total

receivable customers receivable

customers

13,931,716 220,116 14,151,832 25% 7,047,358 102,706 7,150,064 14%
13,027,266 349,198 13,376,464 23% 13,154,125 322,259 13,476,384 26%
4,567,575 213,997 4,781,572 8% 4,466,585 86,423 4,553,008 9%
2,662,009 279,135 2,941,144 5% 4,893,147 374,469 5,267,616 10%
2,018,979 63,722 2,082,701 4% 1,237,387 84,004 1,321,391 3%
215,304 - 215,304 0% 31,776 - 31,776 0%
19,191,760 204,650 19,396,410 34% 19,719,414 270,710 19,990,124 39%
55,614,609 1,330,818 56,945,427 100% 50,549,792 1,240,571 51,790,363 100%

The category others comprise mainly on loans and finance lease granted to individuals and entities operating in other economic sectors such as real estate, education,

health and social services etc.
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36. Financial risk management (continued)

(b)

Credit risk (continued)

Exposure to credit risk (continued)
An analysis of concentrations of credit risk by industry sector net of expected credit losses (ECL) at the reporting

date is shown below:

31 December 2019

Individuals
Trade
Manufacturing
Construction
Services
Others

Total

ECL

Grand Total

31 December 2018

Individuals
Trade
Manufacturing
Construction
Services
Others

Total

ECL

Grand Total

Corporate Sn.lall Consumer Residential Finance Lease
lending busnfess lending mortgage Contracts Total
lending
- - 3,630,677 13,363,983 130,284 17,124,944
10,953,502 2,073,764 - - 349,198 13,376,464
12,991,732 939,985 - - 220,116 14,151,833
2,270,807 391,201 - - 279,135 2,941,143
2,920,723 3,665,831 - - 277,719 6,864,272
1,418,670 993,734 - - 74,366 2,486,770
30,555,434 8,004,515 3,630,677 13,363,983 1,330,818 56,945,426
(2,605,156)  (404,006) (303,962) (461,793) (151,963)  (3,926,880)
27,950,278 7,660,509 3,326,715 12,902,190 1,178,855 53,018,546
Corporate Smal] Consumer Residential Finance Lease
lending busn}ess lending mortgage Contracts Total
lending
- - 3,654,970 12,637,020 99,975 16,391,965
12,117,236 1,036,889 - - 322,259 13,476,384
6,650,356 360,312 - - 102,706 7,113,374
4,731,206 161,941 - - 374,469 5,267,616
2,846,451 1,586,805 - - 86,423 4,519,679
1,442,524 3,324,082 - - 254,739 5,021,345
27,787,773 6,470,029 3,654,970 12,637,020 1,240,571 51,790,363
(3,098,568) (406,577) (273,452) (430,989) (110,620)  (4,320,2006)
24,689,205 6,063,452 3,381,518 12,206,031 1,129,951 47,470,157

An analysis of concentrations of credit risk by stages net of expected credit losses (ECL) at the reporting date

is shown below:

31 December 2019

Small

Corporate . Consumer Residential Finance Lease
. business . Total
lending . lending mortgage Contracts
lending
Stage 1 (392,775) (83,016) (68,802) (59,085) (16,203) (619,881)
Stage 2 (192,657) (25,514) (18,209) (77,749) (3,184) (317,313)
Stage 3 (2,019,724) (295,476) (216,951) (324,959) (132,576) (2,989,686)
ECL (2,605,156) (404,006) (303,962) (461,793) (151,963) (3,926,880)
31 December 2018 Corporate Sn.lall Consumer Residential Finance Lease
. business . Total
lending . lending mortgage Contracts
lending
S1 (319,341) (104,307) (63,916) (78,340) (15,111) (581,015)
S2 (200,657) (58,609) (24,594) (41,570) (25,584) (351,014)
S3 (2,578,570) (243,661) (184,942) (311,079) (69,925) (3,388,177)
ECL (3,098,568) (406,577) (273,452) (430,989) (110,620) (4,320,206)
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36. Financial risk management (continued)
(b) Credit risk (continued)

Credit quality for other financial assets exposure to credit risk

Concentration by location for balances with banks and financial institutions is measured based on the location
of the Bank entity holding the asset, which has a high correlation with the location of the borrower. Concentration
by location for investment securities is measured based on the location of the issuer of the security. The cash and
balances with banks are held with the Central Bank of Albania which is rated B+ (2018: B+) and banks and
financial institutions that based on Standard & Poor’s ratings were rated as follows:

Loans and advances to banks 31 December 2019 31 December 2018
Rated A to BBB+ - -
Rated BBB to B- 1,640,756 1,466,097
Not rated - -

Total carrying amount 1,640,756 1,466,097

Investment securities at FVYOCI 31 December 2019 31 December 2018
Rated A to BBB+ - -
Rated BBB to B- 22,448,698 18,996,325
Not rated - -

Total carrying amount 22,448,698 18,996,325

(c) Liquidity risk
Settlement risk

The Bank’s activities may give rise to risk at the time of settlement of transactions and trades. Settlement risk is
the risk of loss due to the failure of a company to honour its obligations to deliver cash, securities or other assets
as contractually agreed.

For certain types of transactions the Bank mitigates this risk by conducting settlements through a settlement /
clearing agent to ensure that a trade is settled only when both parties have fulfilled their contractual settlement
obligations. Settlement limits form part of the credit approval / limit monitoring process described earlier.
Acceptance of settlement risk on free settlement trades requires transaction specific or counterparty specific
approvals from Bank Risk Department.

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations from its financial
liabilities.
Management of liquidity risk

The Bank’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Bank’s reputation. Liquidity policies and procedures are subject of
approval and review by Board of Directors. Certain decisions may be delegated to ALCO.

The Bank’s liquidity management process includes:

e Day-to-day funding, managed by monitoring future cash flows to ensure that requirements can be met.
These include replenishment of funds as they mature or are borrowed by customers;

e Monitoring statement of financial position liquidity ratios against internal and regulatory requirements; and

e Managing the concentration and profile of debt maturities.

The responsibility for the management of daily liquidity position remains with the Treasury Department. Daily
reports cover the projected estimated cash flows for the next day, week, and month, which are considered as key
liquidity management periods. The starting point for those projections is the analysis of the contractual maturity
of the financial liabilities and the expected collection date for the financial assets.

The Management of short and medium term liquidity is a responsibility of ALCO. ALCO analyses on a monthly
basis the liquidity position of the Bank and approves any actions deemed as necessary.
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36. Financial risk management (continued)
(c) Liquidity risk (continued)

Exposure to liquidity risk

Maturity analysis for non-derivative financial liabilities

The table below set out the remaining contractual maturities of non-derivative financial liabilities including

commitments and financial guarantees.

31 December 2019

Loans and advances from financial
institutions

Due to customers

Un-drawn credit commitments
Letters of credit

Guarantees in favor of customers

31 December 2018

Loans and advances from financial
institutions

Due to customers

Un-drawn credit commitments
Letters of credit

Guarantees in favor of customers

Carrying Gross nominal outflow
amount Uptol 1to3 3to6 6to 12 1 to 5 years Over 5
month months months months years
13,595,144 (12,493,799) (26,571) (550,345) (374,781) (149,648) -
66,345,074 (29,202,953) (4,753,463) (6,982,024) (16,575,568) (7,746,691)  (1,084,375)
3,829,593 (361,904) (137,477) (527,698)  (1,336,134) (446,409) (1,019,971)
1,168,532 (523,932) (19,712) (27,368) - (597,520) -
9,734,849 (477,052) (1,752,944) (1,279,702)  (2,927,743) (3,073,674) (223,734)
94,673,192 (43,059,640) (6,690,167) (9,367,137)  (21,214,226) (12,013,942) (2,328,080)
Carrying Gross nominal outflow
amount Uptol 1to3 3to6 6to12 1 to 5 years Over 5
month months months months years
6,747,335 (5,738,930) (85,257) (177,308) (668,771) (77,069) -
67,353,709 (30,707,899) (6,486,644) (5,845,356) (16,466062)  (6,744,965) (1,102,783)
3,789,486 (62,708) (738,439) (283,912) (1,904,696) (406,997) (392,734)
1,087,323 (120,927) (210,127) - (163,259) (593,010) -
10,485,467 (667,172) (1,745,344) (1,054,874) (2,997,621)  (4,009,595) (10,861)
89,463,320 (37,297,636) (9,265,811) (7,361,450) (22,200,409) (11,831,636) (1,506,378)
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36. Financial risk management (continued)

(¢) Liquidity risk (continued)
Exposure to liquidity risk

The key measure used by the Bank for managing liquidity risk is the ratio of highly liquid assets to short term
liabilities, and the cumulative gap up to 3- months over total assets. For this purpose the highly liquid assets are
considered as including cash and cash equivalents and financial assets at FVOCI portfolio. The Liquidity ratios
defined by the Bank are in compliance with Central Bank requirements imposed by the Regulation ‘On Liquidity
Risk Management”.

Funds are raised using a range of instruments including deposits, other liabilities evidenced by paper, and share
capital. This enhances funding flexibility, limits dependence on any one source of funds and generally lowers
the cost of funds. The Bank makes its best efforts to maintain a balance between continuity of funding and
flexibility through the use of liabilities with a range of maturity. The Bank continually assesses liquidity risk by
identifying and monitoring changes in funding required to meet business goals and targets set in terms of the
overall Bank strategy.

The following tables show the discounted cash flows from the Bank’s assets and liabilities on the basis of their
earliest possible remaining periods to repayment.

The Bank’s expected cash flows may vary significantly from this analysis. For example, demand deposits from
customers are expected to maintain a stable or increasing balance.

In addition the Bank holds a portfolio of liquid assets as part of its liquidity risk management strategy.
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36. Financial risk management (continued)

() Liquidity risk (continued)
Exposure to liquidity risk

The Bank’s exposure to the liquidity risk as at 31 December 2019 is presented as follows:

Uptol 1to3 3to6 6to12 1to5 Over 5
month months months months years years Total

Financial Assets
Cash and cash equivalents 5,060,808 - - - - - 5,060,808
Restricted balances with Central Bank 3,063,942 479,339 669,853 1,765,002 603,378 63,548 6,645,062
Loans and advances financial
institutions 613,059 165 215,807 800,666 - - 1,629,697
Investment securities at FVOCI - 202,134 - 3,063,523 10,677,534 8,505,507 22,448,698
Loans and advances to customers, net 1,906,970 4,805,697 5,793,036 8,608,676 20,590,443 10,134,870 51,839,692
Finance Lease receivables 45311 79,787 112,053 200,468 741,236 - 1,178,855
Total financial assets 10,690,090 5,567,122 6,790,749 14,438,335 32,612,591 18,703,925 88,802,812
Financial Liabilities
Due to financial institutions 12,493,799 26,571 550,345 374,781 149,648 - 13,595,144
Due to customers 29,162,822 4,767,771 6,863,295 16,597,904 7,867,063 1,086,219 66,345,074
Total financial liabilities 41,656,621 4,794,342 7,413,640 16,972,685 8,016,711 1,086,219 79,940,218
Liquidity GAP (30,966,531) 772,780 (622,891) (2,534,350) 24,595,880 17,617,706 8,862,594
Cumulative (30,966,531) (30,193,751) (30,816,642) (33,350,992)  (8,755,112) 8,862,594 -
Management believes that in spite of a substantial portion of customer accounts being on demand, diversification of these deposits by number and type of
depositors, and the past experience of the Bank would indicate that these customer accounts provide a long-term and stable source of funding for the Bank.

OTP BANK ALBANIA SH.A.
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36. Financial risk management (continued)

(d) Liquidity risk (continued)

The Bank’s exposure to the liquidity risk as at 31 December 2018 is presented as follows:

Uptol 1to3 3to6 6to 12 1to5 Over 5
month months months months years years Total

Assets

Cash and cash equivalents 6,546,978 - - - - - 6,546,978
Restricted balances with Central Bank 3,007,661 629,185 569,140 1,704,276 580,783 101,842 6,592,887
Loans and advances financial
institutions 11,463 79,776 568,997 800,005 317 - 1,460,558
Investment securities at FVOCI 1,375,810 1,478,297 202,046 2,378,845 9,603,273 3,958,054 18,996,325
Loans and advances to customers, net 1,201,169 6,106,684 3,206,716 7,584,866 18,048,772 10,191,999 46,340,206
Finance Lease receivables 39,095 65,425 93,808 189,434 742,130 59 1,129,951
Total 12,182,176 8,359,367 4,640,707 12,657,426 28,975,275 14,251,954 81,066,905
Liabilities
Due to financial institutions 5,738,528 85,257 177,308 668,771 77,471 - 6,747,335
Due to customers 30,708,158 6,476,308 5,832,345 17,387,917 5,913,679 1,035,302 67,353,709

Total 36,446,686 6,561,565 6,009,653 18,056,688 5,991,150 1,035,302 74,101,044

Liquidity GAP (24,264,510) 1,797,802 (1,368,946) (5,399,262) 22,984,125 13,216,652 6,965,861

Cumulative (24,264,510) (22,466,708) (23,835,654) (29,234,916) (6,250,791) 6,965,861 -
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36. Financial risk management (continued)
(e) Market risk

Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign exchange rates
and credit spreads (not relating to changes in the obligor’s / issuer’s credit standing) will affect the Bank’s
income or the value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimizing the return on risk.

Management of market risks

The Bank separates its exposure to market risk between trading and non-trading portfolios. Trading portfolios
include those positions arising from market-making transactions where the Bank acts as principal with clients
or with the market, together with financial assets and liabilities that are managed on a fair value basis. The
foreign exchange position is treated as part of the Bank’s trading portfolios for risk management purposes.

Non-trading portfolios primarily arise from the interest rate management of the entity’s retail and commercial
banking assets and liabilities. Non-trading portfolios also consist of risks arising from the Bank’s held-to-
maturity and available-for-sale investments.

Overall authority for market risk is vested in ALCO. ALCO is responsible for the development of detailed risk
management policies and the day-to-day review of their implementation.

Exposure to market risks — trading portfolios

The Bank is exposed to the effects of fluctuations in the prevailing foreign currency exchange rates on its
financial position and cash flows.

Exposure to foreign exchange risk

The Bank is exposed to currency risk through transactions in foreign currencies. As the currency in which the
Bank presents its financial statements is the Albanian Lek, the Bank’s financial statements are effected by
movement in the exchange rates between the Albanian Lek and other currencies.

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. In accordance with the Bank’s policy, positions are monitored on a daily basis and hedging
strategies are used to ensure positions are maintained within established limits. The analysis below calculates
the effect of a reasonably possible movement of the currency rate against the Albanian Lek (all other variables
being constant) on the income statement (due to the fair value of currency sensitive monetary assets and
liabilities) and equity (no special equity or hedging instruments that affect the sensitivity of equity, so effect is
the same as the sensitivity of profit and loss). A negative amount in the table reflects a potential net reduction
in the income statement or equity, while a positive amount reflects a net potential increase. An equivalent
decrease in each of the currencies below against the Albanian Lek would result in an equivalent but opposite
impact.

31 December 2019 31 December 2018
Increase/(Decrease) in Sensitivity of  Sensitivity Sensitivity of  Sensitivity of
basis points profit or loss of equity profit or loss equity
LEK +/(-) 100 (290,977) 290,977 (198,955) 198,955
USD +/(-) 100 6,985 (6,985) 17,974 (17,974)
EURO +/(-) 100 507 (507) 166,781 (166,781)
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36.

The analysis of monetary positions as at 31 December 2019 by currencies in which they were

Financial risk management (continued)
(d) Market risk (continued)

denominated is as follows:

ALL EUR USD Other Total
979,254 3,180,770 267,571 633,213 5,060,808
1,836,360 4,513,085 295,617 - 6,645,062
1,618,504 329 10,864 - 1,629,697
16,421,550 6,027,148 - - 22,448,698
22,199,946 26,607,853 3,031,893 - 51,839,692
140,022 1,025,816 13,017 - 1,178,855
43,195,636 41,355,001 3,618,962 633,213 88,802,812
1,825,464 10,165,237 1,604,417 26 13,595,144
31,382,549 32,238,849 2,081,150 642,526 66,345,074
33,208,013 42,404,086 3,685,567 642,552 79,940,218
9,987,623 (1,049,085) (66,605) (9,339) 8,862,594

The analysis of monetary positions as at 31 December 2018 by currencies in which they were

denominated is as follows:

ALL EUR USD Other Total
1,330,275 4,457,687 135,867 623,149 6,546,978
3,117,444 3,182,072 293,371 - 6,592,887
1,443,216 6,561 10,781 - 1,460,558

14,682,578 4,313,747 - - 18,996,325
19,035,116 23,552,405 3,752,685 - 46,340,206
4,831 1,099,970 25,150 - 1,129,951
39,613,460 36,612,442 4,217,854 623,149 81,066,905
503,659 4,780,642 1,462,999 35 6,747,335
31,687,043 32,253,420 2,789,868 623,378 67,353,709
32,190,702 37,034,062 4,252,867 623,413 74,101,044
7,422,758 (421,620) (35,013) (264) 6,965,861
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36. Financial risk management (continued)
(d) Market risk (continued)
Exposure to interest rate risk — non-trading portfolios

The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the future
cash flows or fair values of financial instruments because of a change in market interest rates.

The ALCO defines and reviews the interest rate pricing policy for financial assets and liabilities.

The following table demonstrates the sensitivity to a reasonably possible change in interest rates (all other
variables being constant) of the Bank’s income statement. The sensitivity of the income statement is the effect
of the assumed changes in interest rates on the profit or loss for a year, based on the floating rate non—trading
financial assets and financial liabilities held at 31 December 2019 and 31 December 2018. The total sensitivity
of equity is assumed to be the same to the sensitivity in profit and loss, and is based on the assumption that
there are parallel shifts in the yield curve.

The management of interest rate risk against interest rate gap limits is supplemented by monitoring the
sensitivity of the Bank’s financial assets and liabilities to various standard and non-standard interest rate
scenarios. Standard scenarios that are considered on a monthly basis include a 100 basis point (bp) parallel fall
or rise in all yield curves.

An analysis of the Bank’s sensitivity to an increase or decrease in market interest rates (assuming no
asymmetrical movement in yield curves and a constant statement of financial position) is as follows:

31 December 2019 up to 1 Year over 1 Year
scenarios Scenarios
100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
Estimated Profit (loss) effect 88,681 (88,681) 189,724 (189,724)
31 December 2018 up to 1 Year over 1 Year
scenarios Scenarios
100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
Estimated Profit (loss) effect 62,466 (62,466) (53,053) 53,053
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36. Financial risk management (continued)

(d) Market risk (continued)

The average effective yields of significant categories of financial assets and liabilities of the Bank as at 31 December 2019 and 31 December 2018 were as follows:

Weighted average Weighted average Weighted average
interest rate (Lek) interest rate (USD) interest rate (EUR)
31 December 2019 2018 2019 2018 2019 2018
Assets
Cash and cash equivalents - - - - - -
Restricted balances with Bank of Albania 1.00% 0.70% - - -0.40% -0.40%
Loans to financial institutions 2.01% 2.19% - - 4.00% 0.01%
Investment securities at FVOCI 5.35% 5.34% - - 3.74% 3.68%
Loar}s and advances to customers (including finance lease 5.01% 5.13% 438% 4.61% 3.80% 4.20%
receivables)
Liabilities
Due to financial institutions 0.71% 1.09% 1.83% 2.56% -0.31% -0.15%
Due to customers 0.88% 0.67% 0.48% 0.21% 0.05% 0.06%
36. Financial risk management (continued)
(d) Market risk (continued)
The Bank’s interest rate re-pricing analysis as at 31 December 2019 is as follows:
Uptol 1to3 3to6 6to 12 Over 1 year Non- interest Total
month months months months bearing
Assets
Cash and cash equivalents 1,890,249 - - - - 3,170,559 5,060,808
Restricted balances with Bank of
Albania 6,349,445 - - - - 295,617 6,645,062
Loans and advances to financial
institutions - 330 353,136 1,265,369 - 10,862 1,629,697
Investment securities at FVOCI 4,348,215 5,547,170 4,815,223 7,738,090 22,448,698
Loans to cutomers, net 3,004,036 4,345,261 6,498,531 36,771,781 1,220,083 51,839,692
Finance Lease receivables 45,904 82,172 115,475 921,326 13,978 1,178,855
15,637,849 9,974,933 11,782,365 46,696,566 1,234,061 3,477,038 88,802,812
Liabilities
Due to financial institutions 12,514,022 26,571 550,344 374,781 129,426 - 13,595,144
Due to customers 10,684,138 5,394,167 7,802,889 18,477,092 23,986,788 - 66,345,074
23,198,160 5,420,738 8,353,233 18,851,873 24,116,214 - 79,940,218
Gap (7,560,311) 4,554,195 3,429,132 27,844,693 (22,882,153) 3,477,038 8,862,594
Cumulative gap (7,560,311) (3,006,116) 423,016 28,267,709 5,385,556 8,862,594 -
36. Financial risk management (continued)
(d) Market risk (continued)
The Bank’s interest rate re-pricing analysis as at 31 December 2018 is as follows:
Uptol 1to3 3to6 6to 12 Over 1 year Non- interest Total
month months months months bearing
Assets
Cash and cash equivalents 951,938 - - - - 5,595,040 6,546,978
Restricted balances with Bank of
Albania 3,117,443 - - - - 3,475,444 6,592,887
Loans and advances to financial
institutions 6,831 79,775 571,408 791,762 - 10,782 1,460,558
Investment securities at FVOCI 1,375,810 1,978,107 202,046 2,581,074 12,859,288 - 18,996,325
Loans to cutomers, net 2,594,683 10,322,203 9,971,380 21,137,349 2,314,591 - 46,340,206
Finance Lease receivables 73,585 146,553 295,530 614,283 - - 1,129,951
8,120,290 12,526,638 11,040,364 25,124,468 15,173,879 9,081,266 81,066,905
Liabilities
Due to financial institutions 4,850,308 108,128 211,614 737,384 626,376 213,525 6,747,335
Due to customers 13,261,345 7,067,200 6,718,084 19,160,594 21,130,397 15,489 67,353,709
18,111,653 7,175,328 6,930,298 19,897,978 21,756,773 229,014 74,101,044
Gap (9,991,363) 5,351,310 4,110,066 5,226,490 (6,582,894) 8,852,252 6,965,861
Cumulative gap (9,991,363) (4,640,053) (529,987) 4,696,503 (1,886,391) 6,965,861 -
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36. Financial risk management (continued)
(e) Fair value of financial assets and financial liabilities

Loans and advances to banks and financial institutions

Loans and advances to banks include inter-bank placements. Their fair value is considered to approximate their
carrying amount due to either their short-term nature or underlying interest rates, which approximate market
rates.

Loans and advances to customers

Loans and advances are presented net of allowances for impairment. The Bank’s loan portfolio has an estimated
fair value approximately equal to its book value due to the floating nature of interest rates, with loans being re-
priced within one year cycle, with the exception of a bucket of loans granted in 2008 which were granted
without a minimum floor applicable.

Financial leasing contracts
Financial leasing contracts have a fair value that is approximate to their carrying amount. The average tenor of
these contracts is rather mid-term or close to maturity, and bear floating interest rate, which is re-priced within

one year cycle.

Due to other banks and customers

Fair value of term deposits approximates the carrying amount due to their short term maturity nature, with
concentration of deposits being within the [0:1 Year] bucket.

The following table summarizes the fair value of financial instruments according to their classification in the

statement of financial position:

31 December 2019

31 December 2018

Financial Assets and Liabilities iﬁ;?::tg Fair Value (:1;?::% Fair Value
Financial Assets

Cash and cash equivalents 5,060,808 5,060,808 6,546,978 6,546,978
Restricted balances with Central Bank 6,645,062 6,645,062 6,592,887 6,592,887
Loans and advances to banks 1,629,697 1,629,697 1,460,558 1,460,558
Other assets 176,889 176,889 144,104 144,104
Investment securities at FVOCI 22,448,698 22,448,698 18,996,325 18,996,325
Loans and advances to customers 51,839,692 56,947,674 46,340,206 47,006,413
Financial Leasing receivables 1,178,855 1,236,392 1,129,951 1,129,951
Total Financial Assets 88,979,700 94,145,220 81,211,009 81,877,216
Financial Liabilities

Loans and advances from financial

institutions 13,595,144 13,595,144 6,747,335 6,747,335
Due to customers 66,345,072 65,923,478 67,353,709 67,158,228
Other liabilities 537,597 537,597 448,927 448,927
Total Financial Liabilities 80,477,813 80,056,219 74,549,971 74,354,490

142




OTP BANK ALBANIA SH.A.

Notes to the financial statements for the year ended 31 December 2019
(amounts in Lek ‘000, unless otherwise stated)

36. Financial risk management (continued)

(e) Fair value of financial assets and financial liabilities (continued)

As at 31 December 2019 and 31 December 2018 all financial instruments are measured at amortized cost, except for investment in securities and assets held for
sale which are measure at fair value. Fair values as at 31 December 2019 and 31 December 2018 for investment securities have been measured based on Level 2

hierarchy.

Assets

Cash and cash equivalents
Restricted balances with Central
Bank

Loans and advances to banks

Other assets

Investment securities at fair value
through other comprehensive income
Loans and advances to customers
Financial Leasing Contracts

Total assets

Liabilities

Loans and advances from financial
institutions

Due to customers

Other liabilities

Total liabilities

31 December 2019

31 December 2018

Carrying  Amortize Fair Value Carrying  Amortized Level Fair Value
Amount  dCost  Levell  Level2  Level3 Amount Cost T Level2  Level3
5,060,808 5,060,808 - - - 6,546,978 6,546,978 - - -
6,645,062 6,645,062 - - - 6,592,887 6,592,887 - - -
1,629,697 1,629,697 - - - 1,460,558 1,460,558 - - -
176,889 176,889 - - - 144,104 144,104 - - -
22,448,698 - - 6,201,451 16,247,246 18,996,325 - - 18,996,325 -
51,839,692 - - - 56,947,674 46,340,206 - - - 47,006,413
1,178,855 - - - 1,236,392 1,129,951 1,129,951 - - -
88,979,700 13,512,456 6,201,451 - 74,431,312 81,211,009 15,874,478 18,996,325 47,006,413
13,595,144 13,595,144 - - - 6,747,335 6,747,335 - - -
66,345,074 - - - 65,923,478 67,353,709 - - - 67,158,228
537,597 537,597 - - - 448,927 448,927 - - -
80,477,813 7,196,262 - - 67,158,228 74,549,971 7,196,262 - - 67,158,228
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36. Financial risk management (continued)
(f) Operational risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Bank’s processes, personnel, technology and infrastructure, and from external factors other than credit, market
and liquidity risks such as those arising from legal and regulatory requirements and generally accepted
standards of corporate behaviour. Operational risks arise from all of the Bank’s operations and are faced by all
business entities.

The Bank’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage
to the Bank’s reputation with overall cost effectiveness and to avoid control procedures that restrict initiative
and creativity.

The primary responsibility for the development and implementation of controls to address operational risk is
assigned to senior management within each business unit. This responsibility is supported by the development
of overall Bank standards for the management of operational risk in the following areas:

requirements for appropriate segregation of duties, including the independent authorisation of transactions;
requirements for the reconciliation and monitoring of transactions;

compliance with regulatory and other legal requirements;

documentation of controls and procedures;

requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified;

requirements for the reporting of operational losses and proposed remedial action;

development of contingency plans;

training and professional development;

ethical and business standards; and

risk mitigation, including insurance where this is effective.

Compliance with Bank standards is supported by a programme of periodic reviews undertaken by specific
operational risk structures as well as Internal Audit.

(g) Capital management
Regulatory capital

The Bank’s regulator, Bank of Albania, sets and monitors capital requirements. In implementing current capital
requirements, the Bank is required to maintain a minimum prescribed ratio of 12% of the total capital to total
risk-weighted assets. Risk-weighted assets are determined according to specified requirements that seek to
reflect the varying levels of risk attached to assets and off-balance sheet exposures.

The Bank calculates requirements for credit risk for its exposures based on capital adequacy regulations
established by the Bank of Albania. Exposures are taken into account using the amounts as of statement of
financial position. Off-balance-sheet credit related commitments are taken into account by applying different
categories of conversion factors, designed to convert these items into statement of financial position
equivalents. The resulting equivalent amounts are then weighted for risk using different percentages (0%, 20%,
50%, 100%, and 150%) depending on the class of exposure.
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36. Financial risk management (continued)
(g) Capital management (continued)

Various credit risk mitigation techniques are used, for example collateralized transactions and guarantees. The
Bank’s regulatory capital is analysed into two tiers:

Tier 1 capital (core capital), which includes ordinary share capital, share premium, statutory reserve, other
general reserves, retained earnings from prior years and minority interests after deductions for goodwill,
intangible assets and unrealized loss from investment securities at FVOCIL.

Tier 2 capital (supplementary capital), which includes qualifying subordinated liabilities, namely perpetual
debt and subordinated term debt.

The following limits are applied to elements of the capital base: Qualifying tier 2 capital cannot exceed tier 1
capital; and qualifying term subordinated loan capital may not exceed 50 percent of tier 1 capital. The Bank’s
policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The impact of the level of capital on shareholders’ return is also
recognized and the Bank recognizes the need to maintain a balance between the higher returns that might be
possible with greater gearing and the advantages and security afforded by a sound capital position.

As per Bank’s regulatory the minimum required capital adequacy ratio is 12%. The Bank is compliant with a
capital adequacy ratio of 13.79% as at 31 December 2019 (2018: 14.21%).

In addition, the current year profit is included in tier one capital after the audited financial statements are
audited and reported to the regulator. After the inclusion of the current year profit, management estimates the
CAR to become 16.02% as at 31 December 2019 (2018: 15.75%).

31 December 2019 31 December 2018

Base capital

Subscribed capital 6,740,900 6,740,900
Share premium 1,750 1,750
Reserves 1,118,338 1,079,969
Profit/(loss) of current year - -
Losses of prior years 786,116 -
Intangible fixed assets (205,955) (237,217)
8,441,149 7,585,402
Additional capital
Time subordinated liabilities - -
Total regulatory capital 8,441,149 7,585,402
Risk-weighted assets Credit Risk 56,392,627 49,158,527
Operational Risk 4,591,487 4,237,339
Total 60,984,114 53,395,866
Capital adequacy ratio 13.84% 14.21%
Minimum required capital adequacy ratio 12.00% 12.00%
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