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Independent Auditor’s Report  

To the Shareholder of Sparkasse Bank dd Bosna i Hercegovina: 

Our opinion  

In our opinion, the financial statements present fairly, in all material respects, the financial position of Sparkasse Bank 

dd Bosna i Hercegovina (the “Bank”) as at 31 December 2025, and the Bank’s financial performance and cash flows 

for the year then ended, in accordance with the Statutory accounting regulations applicable to banks in the Federation 

of Bosnia and Herzegovina. 

What we have audited 

The Bank’s financial statements comprise: 

• the statement of financial position as at 31 December 2025; 

• the income statement  for the year then ended; 

• the statement of other comprehensive income for the year then ended; 

• the statement of changes in equity for the year then ended; 

• the statement of cash flows for the year then ended; and 

• the notes to the financial statements, comprising material accounting policy information and other explanatory 

information.  

Basis for opinion  

We conducted our audit in accordance with International Standards on Auditing (ISAs) translated and published in 

accordance with the Law on Accounting and Auditing in the Federation of Bosnia and Herzegovina. 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.  
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Independence 

We are independent of the Bank in accordance with the International Code of Ethics for Professional Accountants 

(including International Independence Standards) issued by the International Ethics Standards Board for Accountants 

(IESBA Code) translated and published in accordance with the Law on Accounting and Auditing in the Federation of 

Bosnia and Herzegovina as applicable to audits of financial statements of public interest entities. We have also fulfilled 

our other ethical responsibilities in accordance with the IESBA Code. 

Our audit approach 

Overview  
Materiality Overall materiality:  

Bosnia and Herzegovina’s Convertible Marks (“BAM”) 3,488 thousand, 

which represents 1% of the net assets of the Bank 

Key audit matters Estimate of expected credit loss allowances for loans and advances to 

customers 

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the 

financial statements. In particular, we considered where management made subjective judgements; for example, in 

respect of significant accounting estimates that involved making assumptions and considering future events that are 

inherently uncertain. As in all of our audits, we also addressed the risk of management override of internal controls, 

including among other matters consideration of whether there was evidence of bias that represented a risk of material 

misstatement due to fraud.  

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the financial 

statements as a whole, taking into account the structure of the Bank, the accounting processes and controls, and the 

industry in which the Bank operates.  
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Materiality 

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable 

assurance whether the financial statements are free from material misstatement. Misstatements may arise due to fraud 

or error. They are considered material if individually or in aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of the financial statements. 

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall 

Bank materiality for the financial statements as a whole as set out in the table below. These, together with qualitative 

considerations, helped us to determine the scope of our audit and the nature, timing and extent of our audit procedures 

and to evaluate the effect of misstatements, if any, both individually and in aggregate on the financial statements as a 

whole. 

Overall materiality  BAM 3,488 thousand 

How we determined it 1% of the net assets of the Bank 

Rationale for the materiality benchmark 

applied 

The Bank is wholly owned by an international group and taking into account the 

interest of the other key stakeholders, who are depositors, debt instruments’ 

holders and others, whose primary focus are the Bank’s capital adequacy and 

ability to fulfil its obligations, we considered it appropriate to determine the 

materiality by reference to the capital resources of the Bank, using net assets as 

a proxy for capital for the purpose of materiality determination. 

Considering the structure of the ownership, the Bank’s position on the market 

and considering other factors we concluded that the determination of the 1% 

threshold is appropriate. 

Key audit matters  

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the 

financial statements of the current period. These matters were addressed in the context of our audit of the financial 

statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 
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Key audit matter How our audit addressed the key audit matter 

Estimate of expected credit loss allowances for 

loans and advances to customers 

Refer to Note 28 Risk Management, Note 3 Key 

accounting judgments and key sources of estimation 

uncertainty, Note 16 Impairment losses on financial 

instruments and provisions and Note 6 Financial 

assets at amortized cost to the financial statements for 

detailed information on the expected credit losses 

(“ECL”) for loans and advances to customers. 

As at 31 December 2025, the gross book value of 

loans and receivables from customers and the 

expected credit loss allowances (ECL) amounted to 

BAM 1,787,904    thousand and BAM 79,551 

thousand, respectively. 

We focused on this area during the audit due to the 

significance of the amounts involved for the financial 

statements and because the Management makes 

complex and subjective judgements and assumptions 

over the parameters used for calculation of ECL, which 

makes it a complex area of accounting. 

For loans in stage 1, the ECL are generally collectively 

assessed and measured at an amount equal to 12-

month expected credit loss. If a significant increase in 

credit risk has occurred, the ECL are measured as 

lifetime ECL. For defaulted loans that are considered 

not to be individually significant, ECL are collectively 

assessed. 

In all of these cases, the ECL are determined by using 

the following key assumptions: the probability of an 

account falling into arrears and subsequently defaulting 

(“PD”), definition of significant increase in credit risk, 

exposure at the moment of default (“EAD”) and the 

estimated losses from defaulted loans (“LGD”). 

Statistical models are used for determination of the key 

assumptions including different future macroeconomic 

scenarios. 

For defaulted loans considered to be significant at 

customer level, ECL are determined on an individual 

basis using the following key assumptions: scenario 

probabilities, the amounts and timing of the expected 

cash flows including expected proceeds from the 

realization of collateral (where applicable). 

The Banking Agency of the Federation of Bosnia and 

Herzegovina (“FBA”) has issued the Decision on Credit 

Risk Management and Determining Expected Credit 

Losses (the “Decision”), prescribing the minimum 

impairment rates in the calculation of ECL. This 

Decision became effective from 1 January 2020 

onward. The rates prescribed by the Decision override 

the results of the estimates of the statistical models as 

explained above in those cases where the rates given 

by the Decision give rise to higher ECL levels. 

Our audit approach included the following procedures, with 

the involvement of our credit risk experts as deemed 

necessary: 

• We obtained understanding of the ECL calculation 

methodology applied by the Bank and the adjustments 

made to the model as a result of the implementation of the 

Decision.  

• We evaluated control activities in credit risk management 

and lending business processes and tested controls that 

we considered relevant for our audit approach. 

• We evaluated control activities and tested selected 

controls in the area of critical data, including the process of 

allocating loans and advances to customers to the ECL 

stages and valuation of collateral. We also assessed the 

independent PD and LGD model validation framework, 

risk parameter validation results and overall model 

governance applied to the ECL calculation.  

• We tested, on a sample basis, the accuracy of the critical 

data in the source systems and their input in the ECL 

calculation engine (PD, LGD and customers ratings).  

• We assessed the process of incorporating the forward-

looking information in the ECL estimate.  

• We tested the statistical models used by the Management 

to determine key assumptions (PD, LGD, EAD) to assess 

whether the calculation process was consistent with our 

expectations.  

• We tested, on a sample basis, the appropriateness of 

loans staging allocation in accordance with the Bank’s 

internal methodologies. 

• We tested, on a sample basis, the stage allocation and 

stage overlays for compliance with the relevant policies of 

the Bank. 

• We verified the reconciliation of the output of the ECL 

calculation engine with the accounting records. 

• We tested, on a sample basis, the adequacy of individual 

ECL allowances, assessing the reasonableness of the 

forecasted scenarios and the estimated expected cash 

flows. 

• We tested, on a sample basis, the implementation of the 

Decision with regard to the application of the minimum 

ECLi rates. 
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Reporting on other information including the Annual Business Report 

Management is responsible for the other information. The other information comprises the Annual Business Report (but 

does not include the financial statements and our auditor’s report thereon). 

Our opinion on the financial statements does not cover the other information, including the Annual Business Report. 

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

so, consider whether the other information is materially inconsistent with the financial statements or our knowledge 

obtained in the audit, or otherwise appears to be materially misstated.  

With respect to the Annual Business Report, we considered whether the Annual  Business Report is consistent with the 

financial statements as required by Article 68 of the Law on Accounting and Auditing in the Federation of Bosnia and 

Herzegovina. 

Based on the work undertaken in the course of our audit, in our opinion, the information given in the Annual Business 

Report for the financial year for which the financial statements are prepared is consistent with the financial statements. 

In addition, in light of the knowledge and understanding of the Bank and its environment obtained in the course of the 

audit, we are required to report if we have identified material misstatements in the Annual Business Report. We have 

nothing to report in this regard. 

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 the 

Statutory accounting regulations applicable to banks in the Federation of Bosnia and Herzegovina, and for such internal 

control as the 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, the 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 the 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. 
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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 of 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 judgement 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.  

• 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.  

• 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.  

 

We also provide those charged with governance with a statement that we have complied with relevant ethical 

requirements regarding independence, and to communicate with them all relationships and other matters that may 

reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats or 

safeguards applied.  
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From the matters communicated with those charged with governance, we determine those matters that were of most 

significance in the audit of the financial statements of the current period and are therefore the key audit matters. We 

describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or 

when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because 

the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such 

communication. 

The licensed authorized auditor engaged as partner on the audit resulting in this independent auditor's report is Amra 

Vučkić. 

 

 

For and on behalf of PricewaterhouseCoopers d.o.o. 

 

 
 
 
Original report is signed in Bosnian language. 

 

 

 

 

Anesa Ustavdić, Director      Amra Vučkić, Licensed authorized auditor 

 

 

Sarajevo, Bosnia and Herzegovina  

07 April 2026 

 

This version of our report is a translation from the original, which was prepared in Bosnian language. All possible care has been taken 

to ensure that the translation is an accurate representation of the original. However, in all matters of interpretation of information, views 

or opinions, the original language version of our report takes precedence over this translation. 
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  Note 
31 December 

2025 
31 December 

2024 

Assets    

Cash and cash equivalents 4 256,466 288,980 

Financial assets at fair value through profit or loss  348 299 

Financial assets at fair value through other comprehensive income 5 213,396 207,058 

Financial assets at amortised cost 6 2,025,040 1,829,467 

Obligatory reserve with the Central Bank 6.3 211,804 199,690 

Loans and receivables from credit institutions 6.4 91,328 94,524 

Loans and receivables from clients 6.5 1,708,353 1,522,225 

Other financial assets at amortised cost 6.6 13,555 13,028 

Prepaid income tax  - 37 

Deferred tax assets 22 3,776 3,499 

Property and equipment 7 31,700 32,730 

Right-of-use assets 8 4,057 3,356 

Investment property   2,019 1,391 

Intangible assets 9 4,942 3,650 

Investments in associates  607 607 

Long-term assets held for sale   3 20 

Other assets and receivables 10 972 1,603 

Total assets  2,543,326 2,372,697 

     

Liabilities and equity    

Financial liabilities measured at amortised cost 11 2,176,450 2,034,746 

Deposits from banks and other financial institutions 11.1 147,968 121,438 

Deposits from customers 11.2 1,954,100 1,821,564 

Borrowings 11.3 63,809 83,204 

Lease liabilities 11.4 4,197 3,470 
Other financial liabilities measured at amortised cost 11.5 6,376 5,070 

Current tax liabilities  224 - 

Provisions 12 15,990 15,647 

Provision for loan commitments and guarantees given  10,764 10,810 

Pending legal issues  483 367 

Other provisions  4,743 4,470 

Other liabilities  1,789 1,817 

Total liabilities  2,194,453 2,052,210 

    

Share capital 13 86,473 86,473 

Share premium   3,000 3,000 

Statutory reserves  45,205 45,205 

Fair value reserves for financial assets at fair value through other comprehensive 
income 

 
-3,409 -2,690 

Retained earnings  217,604 188,499 

Profit for the year  39,105 38,538 

Accumulated earnings from previous years  178,499 149,961 

Total equity  348,873 320,487 

Total liabilities and equity  2,543,326 2,372,697 

 

The accompanying accounting policies and notes form an integral part of these financial statements. 
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 Note 2025 2024 

Interest income and similar income at the effective interest rate  84,879 80,559 

Interest income and similar income at the effective interest rate from  
financial assets at amortized cost  80,701 77,652 

Interest income and similar income at the effective interest rate from  
financial assets at fair value through other comprehensive income  4,178 2,907 

Interest expense and similar income at the effective interest rate  -21,024 -18,808 

Interest expense and similar expense at the effective interest rate from 
financial assets at amortized cost  -21,024 -18,808 

Net interest income and similar income at the effective interest rate 14 63,855 61,751 

Fee and commission income  50,292 46,220 

Fee and commission expense  -13,144 -12,540 

Net fee and commission income 15 37,148 33,680 

Impairment losses from financial instruments and provisions 16 -7,685 -6,574 

Net allocation of provisions for financial assets at amortized cost  -7,536 -6,390 

Net allocation (release) of provisions for financial assets at fair value  
through other comprehensive income  -46 -51 

Net allocation (release) of provisions for pending legal provisions  -127 42 

Net allocation (release) of provisions for other provisions  24 -175 

Other gains and losses from financial assets  68 340 

Net gains/(losses) from modifications of financial assets at amortized cost  
not result in derecognition  19 330 

Gains/losses from financial instruments measured at fair value through income statment  49 10 

Net trading result 17 4,095 3,881 

Net gains/(losses) from non-current non-financial assets  146 390 

Net gains/ (losses) of land, buildings and equipment  -26 428 

Net gains/ (losses) of non-current assets held for sale  352 60 

Net gains/(losses) of other non-financial assets  -180 -98 

Dividend income  312 580 

Other income 18 3,356 3,809 

Personnel expenses 19 -26,490 -25,185 

Depreciation and amortisation 20 -5,916 -5,903 

Other costs and expenses 21 -26,528 -24,839 

Profit before tax   42,361 41,930 

    

Current income tax   -3,457 -3,233 

Deferred income tax   201 -159 

Income tax 22 -3,256 -3,392 

    

Profit  39,105 38,538 

    

Earnings per share    

Basic and diluted earnings 23 45.22 44.57 

 
The accompanying accounting policies and notes form an integral part of these financial statements
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 Note 2025 2024 

Profit  39,105 38,538 

    

Other comprehensive loss  -719 4,118 

    

Items that may be reclassified to profit or loss  -719 4,118 

Debt instruments at fair value through other comprehensive income 5 -794 4,581 

Deferred taxes relating to items that may be reclassified  75 -463 

    

Items that will not be reclassified to profit or loss   - 

    

Total comprehensive income  38,386 42,656 

 
The accompanying accounting policies and notes form an integral part of these financial statements.
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Share 
capital 

Share 
premium 

Statutory 
reserves 

Fair value reserves 
for financial assets 

at fair value 
through other 

comprehensive 
income  

Retained 
earnings 

Total 

1 January 2024 86,473 3,000 45,205 -6,808 156,805 284,675 

       

Profit - - - - 38,538 38,538 

Other comprehensive loss - - - 4,118 - 4,118 

Total comprehensive income - - - 4,118 38,538 42,656 

       

Dividend payment - - - - -6,844 -6,844 

       

31 December 2024 86,473 3,000 45,205 -2,690 188,499 320,487 

       

1 January 2025 86,473 3,000 45,205 -2,690 188,499 320,487 

       

Profit - - - - 39,105 39,105 

Other comprehensive income - - - -719 - -719 

Total comprehensive income - - - -719 39,105 38,386 

       

Dividend payment - - - - -10,000 -10,000 

       

31 December 2025 86,473 3,000 45,205 -3,409 217,604 348,873 

   
The accompanying accounting policies and notes form an integral part of these financial statements.
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  2025 2024 

CASH FLOW FROM OPERATING ACTIVITIES   

Inflows from interest and similar income at the effective interest rate 82,543 77,149 

Outflows from interest and similar income at the effective interest rate -21,689 -20,126 

Inflows from fees and commissions 46,760 52,185 

Outflows from fees and commissions -12,030 -5,314 

Inflows from the collection of previously written-off receivables for given loans 3,321 3,077 

Payments to employees -26,963 -26,255 

Payment of operating expenses and costs -22,126 -24,683 

Other inflows from operating activities 911 779 

Other outflows from operating activities -2,019 -609 

Income tax paid -3,195 -3,708 

Cash flows from operating activities before changes in operating assets and operating 
liabilities 45,513 52,495 

Net increase in the obligatory reserve at the Central Bank B&H -12,126 -11,901 

Net decrease / (increase) in placements with other banks 2,867 -50,949 

Net increase in loans and receivables from clients -177,780 -94,668 

Net decrease / (increase) in other assets and receivables 1 -1,185 

Net (decrease) / increase in deposits from banks and other financial institutions 26,863 -32,909 

Net increase in deposits from clients 132,542 85,628 

Net (decrease) / increase in other financial liabilities at amortized cost -596 108 

Net decrease in provisions for liabilities -1,947 -1,861 

Net increase in other liabilities - 1,611 

NET CASH FLOW FROM / (USED IN) OPERATING ACTIVITIES 15,337 -53,631 

CASH FLOW FROM INVESTING ACTIVITIES   

Purchases of debt instruments at fair value through other comprehensive income -65,016 -54,881 

Proceeds from collection of debt instruments at fair value through other comprehensive income 56,873 4,202 

Purchases of property and equipment -1,998 -4,620 

Proceeds from sale of property, plant and equipment 10 417 

Purchases of investment property -676 - 

Purchases of intangible assets -2,719 -1,322 

Dividends received 312 580 

Purchases of investments in associates - -121 

NET CASH FLOW USED IN INVESTING ACTIVITIES -13,214 -55,745 

   CASH FLOW FROM FINANCING ACTIVITIES   

Dividend payment -10,000 -6,844 

Proceeds from borrowings - 37,161 

Payment of principal on borrowings -19,279 -10,673 

Payment of principal on leases -1,508 -1,462 

NET CASH FLOW (USED IN) / FROM FINANCING ACTIVITIES -30,787 18,182 

    

NET DECREASE IN CASH AND CASH EQUIVALENTS  -28,664 -91,194 

CASH AND CASH EQUIVALENTS AS AT 1 JANUARY  288,980 380,414 

EFFECTS OF CHANGES IN EXCHANGE RATES OF CASH AND CASH EQUIVALENTS -3,850 -240 

CASH AND CASH EQUIVALENTS AS AT 31 DECEMBER  256,466 288,980 

 
The change presented under the item ‘Effects of changes in foreign exchange rates on cash and cash 
equivalents’ relates to a decrease in the value of assets denominated in U.S. dollars (USD). 

The accompanying accounting policies and notes form an integral part of these financial statements. 
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1. GENERAL 

History and incorporation 

Sparkasse Bank dd BiH (the “Bank”) has been registered on 9 July 1999 with the relevant court in 
Sarajevo, under the number U/I-1291/99. On 28 July 1999, the Bank obtained the permit to conduct 
its business from Federal Banking Agency (hereinafter the “FBA”), number 01-376/99. The Bank’s 
headquarter is in Sarajevo, Zmaja od Bosne 7.  

The majority shareholder of the Bank is Steiermarkische Bank und Sparkassen AG, Graz Austria its 
share amounting 100%. The ultimate owner is Erste Group Bank AG Vienna, Austria (“Erste Group”). 
The Erste Group consolidated financial statements can be found on the following address: Am 
Belvedere 1, Vienna, Austria. 

Principal activities of the Bank  

The Bank offers banking services through a developed branch network in Bosnia and Herzegovina:  

1. take and hold deposits or other repayable funds from the public; 
2. take out and extend credits and loans; 
3. issue guarantees and all forms of surety; 
4. provide services in domestic and foreign payment operations and money transfer in keeping 

with special regulations; 
5. purchase and sell foreign currencies and precious metals; 
6. issue and manage payment instruments (including payment cards, travellers’ and bank 

cheques); 
7. financial leasing; 
8. purchase, sell and collect receivables (factoring, forfeiting, and other); 
9. take part, purchase and sell instruments on the money market for its own or another person’s 

account; 
10. purchase and sell securities (brokerage and dealership operations); 
11. manage securities portfolios and other valuables; 
12. provide support to the securities market, perform agent operations and underwriting, in keeping 

with the regulations governing the securities market; 
13. provide investment counselling and custody operations; 
14. provide services of financial management and consulting; 
15. provide services of data collection, preparation of analyses and provision of information on the 

creditworthiness of legal persons and self-employed individuals performing a registered activity; 
16. provide services of renting safe deposit boxes; 
17. provide services of insurance mediation, in conformity with the regulations governing insurance 

mediation; 
18. perform other operations as support to specific banking activities 
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1. GENERAL (CONTINUED) 

Managing bodies of the Bank  

Supervisory Board:  

Gerhard Maier President of the Supervisory Board 
Walburga Seidl Member, Deputy President of the Supervisory Board 

Renate Ferlitz Member of the Supervisory Board until 27.11.2025 

Werner Kauer Member of the Supervisory Board from 27.11.2025 

Peter Konrad Member of the Supervisory Board 

Christoph Schoefboeck Member of the Supervisory Board 

Željko Šain Independent member of the Supervisory Board until 28.06.2025 

Igor Živko Independent member of the Supervisory Board from 27.11.2025 

Fatima Mahmutćehajić Novalija Independent member of the Supervisory Board 

Management Board: 

Amir Softić President of the Management Board 
Igor Bilandžija Member of the Management Board 
Amer Hadžikadić Member of the Management Board 
Igor Jokić Member of the Management Board 

Audit Board: 

Ina Turić President of the Audit Board from 01.01.2026 
Zlatan Jašarević President of the Audit Board until 01.01.2026 

Angelika Greimel-Rechling Member of the Audit Board 

Amela Markić Member of the Audit Board 

Edis Hadžimušović Member of the Audit Board 

Matthias Muellner Member of the Audit Board, from 28.07.2025 

Samir El-Jibrini Member of the Audit Board, until 28.07.2025 
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2. BASIS OF PREPARATION 

a) Basis of preparation 

The financial statements of the Bank have been prepared in accordance with the statutory accounting 
regulations applicable to banks in the Federation of Bosnia and Herzegovina (hereinafter “FBiH”), which are 
based on the Law on Accounting and Auditing in the FBiH, Law on Banks of FBiH, and bylaws of the FBA, 
passed based on aforementioned laws. 

• The Law on Accounting and Auditing in FBiH stipulates preparation of the financial statements in 
accordance with the International Financial Reporting Standards (hereinafter “IFRS “). 

• The Law on Banks of FBiH stipulates preparation of annual financial statements in accordance with 
the aforementioned Law on Accounting and Auditing in the FBiH, this law and bylaws passed based 
on both laws. 

• FBA adopted the Decision on Credit Risk Management and Determining Expected Credit Losses 
(hereinafter the “Decision”), which is in force as of 1 January 2020, and which resulted in certain 
differences arising from calculation of allowances for credit losses due to application of minimum rates 
stipulated by the Decision, which are not required by IFRS 9: Financial Instruments (“IFRS 9“). The 
Decision has an effect on valuation of non-financial assets arising from credit operations (repossessed 
collaterals whose valuation is within the scope of other relevant IFRSs). 

• By the decision of the Management Board of the Association of Accountants, Auditors and Financial 
Professionals of FBiH dated 19 September 2022, the application of IFRS 17 begins with annual periods 
starting on or after 1 January 2026. At the meeting of the Management Board held on 24 April 2025, 
the Decision on postponing the effective date of the International Financial Reporting Standard 17 – 
Insurance Contracts, No. O‑1/4‑2025, was adopted. However, had IFRS 17 been applied in 2024 or 
as of 1 January 2026, there would have been no material impact on these financial statements. 

In accordance with the provisions of the Decision, as at 31 December 2025, the Bank created higher allowances 
for credit losses in the amount of BAM 16,797 thousand compared to the amount calculated by using the Bank’s 
internal model in line with the requirements of IFRS 9. This difference arose from the following reasons: 

• application of minimum impairment rates stipulated by the Article 23 of the Decision for exposures in 
Stage 1 of credit risk – difference in the amount of BAM 3,068 thousand (for both allowances and 
provision for ECL),  

• application of minimum impairment rates stipulated by the Article 24 of the Decision for exposures in 
Stage 2 of credit risk and application of Decision on temporary measures to mitigate the rise in interest 
rates – difference in the amount of BAM 7,938 thousand (for both allowances and provision for ECL) 

• application of minimum impairment rates stipulated by the Article 25 of the Decision for exposures in 
Stage 3  of credit risk (non-performing assets) – difference in the amount of 5,791 thousand, of which 
amount of BAM  5,720 thousand refers to exposures not secured by acceptable collateral, the amount 
of BAM 71 thousand refers to exposures secured by acceptable collateral or partly secured by 
collateral (for both allowances and provision for ECL).  

FBA adopted also the Decision on temporary measured to mitigate the risk of an interest rate increase, effective 
as of October 2022, based on which the Bank applies different, more strict regulatory minimum impairment 
rates for contracts which fulfil the conditions stipulated by the Decision. By supplementing the decision from 
October 2023, the validity of the decision was extended until June 2026. 
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2. BASIS OF PREPARATION (CONTINUED) 

b) Basis of preparation and measurement basis (continued) 

The previously described differences between the statutory accounting regulations applicable to banks in FBiH 
and the requirements for recognition and measurement under International Financial Reporting Standards have 
resulted in the following effects*: 
 

  
1 January 

2022 
31 December 

2022 
31 December 

2023 
31 December 

2024 
31 December 

2025 

Decrease of assets -10,682 -13,604 -13,150 -13,257 -14,317 

Increase of liabilities 624 1,263 1,087 1,441 2,480 

Decrease of equity -11,306 -14,867 -14,237 -14,698 -16,797 

Net result for the year ended 697 332 284 327 917 

* Note: positive number represents an increase, and negative number represents a decrease.  

 
These financial statements have been prepared on a historical cost basis, except for certain for certain 
properties and financial instruments that are measured at revalued amounts or fair values at the end of each 
reporting period. 

Historical cost is generally based on the fair value of the consideration given in exchange for assets. 

Fair value is the price that would be received to sell or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date, regardless of whether that price is directly observable 
or estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Bank 
takes into account the characteristics of the asset or liability if market participants would take those 
characteristics into account when pricing the asset or liability at the measurement date. Fair value for 
measurement and/or disclosure purposes in these financial statements is determined on such basis, except 
leasing transactions that are within the scope of IFRS 16 and measurement that have some similarities to fair 
value but are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36. In addition, for 
financial reporting purposes, fair value measurements are categorized into Level 1, 2 or 3 based on the degree 
to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair 
value measurement in its entirety, which are described as follows:  

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
Bank can access at the measurement date; 

• Level 2 inputs are inputs, other than quoted prices included in Level 1, that are observable for the asset 
or liability, either directly or indirectly; and 

• Level 3 inputs are unobservable inputs for the asset or liability. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period or 
in the period of revision and future periods if the revision affects both current and future periods. 

Information on amounts where significant uncertainty exists in their estimate and critical judgments in applying 
accounting policies that have the most impact on the amounts disclosed in these financial statements are 
disclosed in Note 3. 
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2. BASIS OF PREPARATION (CONTINUED) 

b) Basis of preparation and measurement basis (continued) 

These financial statements are separate financial statements of the Bank.  

The Bank does not consolidate its associate – Sparkasse Leasing d.o.o. Sarajevo, as the Management Board 
believes that the conditions from IAS 28, paragraph 17 have been met:   

a. The Bank is a wholly owned subsidiary, and its owner has been informed about and does not object to 
the Bank not applying the equity method.  

b. The Bank’s debt or equity instruments are not traded in a public market.  
c. The Bank did not file, nor is it in the process of filing, its financial statements with a securities commission 

or other regulatory organisation, for the purpose of issuing any class of instruments in a public market.  
d. The ultimate or any intermediate parent of the Bank produces consolidated financial statements available 

for public use that comply with IFRSs, in which subsidiaries are consolidated.    

In addition, by the letter of FBA No. 9666-02-16-19 dated 19 April 2019, the Bank has been exempted from the 
preparation of consolidated financial statements (i.e. from consolidation of its associate). 

c) Functional and presentation currency 

The financial statements are presented in Bosnian convertible marks ("BAM"), which is the functional currency. 
Amounts are rounded to the nearest thousand (unless otherwise noted). 

The Central Bank of Bosnia and Herzegovina ("Central Bank" or "CBBH") has implemented an exchange rate 
based on "currency board" according to which EUR is exchanged to BAM at 1:1.95583 ratio (this rate was used 
in 2025 and 2024). It is expected that this exchange rate will continue in the foreseeable future. 

 d) Foreign currency translation 

Transactions in currencies other than BAM are initially recorded at the rates of exchange prevailing on the 
dates of the transactions. Monetary assets and liabilities are translated at the rates prevailing on the reporting 
period date. Non-monetary items carried at fair value that are denominated in foreign currencies are 
retranslated at the rates prevailing on the date when the fair value was determined. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are not retranslated. Profits and losses arising on 
translation are included in the income statement and other comprehensive income for the period. 

The Bank values its assets and liabilities by middle rate of the CBBH valid at the reporting period date. The 
principal rates of exchange set forth by the CBBH and used in the preparation of the Bank’s statement of 
financial position at the reporting dates were as follows: 

31 December 2025  1 EUR = BAM 1.95583  1 USD = BAM 1.663545 
31 December 2024  1 EUR = BAM 1.95583  1 USD = BAM 1.872683 

e) Use of estimates and judgments 

The preparation of financial statements in accordance with accounting regulations applicable to banks in FBiH 
requires management to make judgments, estimates and assumptions that affect the application of accounting 
policies in use and the amounts of disclosed assets, liabilities, income and expenses. Actual results may differ 
from these estimates. 

The estimates and underlying assumptions are reviewed regularly. Revisions to accounting estimates are 
recognized in the period in which the estimates are changed and possibly in future periods if they are affected. 

Information on areas with significant uncertainties in estimates, and information on critical judgments in 
application of accounting policies which have most significant effect on the amounts disclosed in these financial 
statements of the Bank are presented in Note 3. 

f) Going concern 

Financial statements are prepared under the assumption of going concern. 
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2. BASIS OF PREPARATION (CONTINUED) 

g) New and amended standards adopted by the Bank  

For the annual reporting period beginning on 1 January 2025, the following new and revised IFRS standards 
and amendments became effective: 

Amendments to IAS 21: Lack of Exchangeability (issued on 15 August 2023) 

The adoption of these standards did not result in significant changes to the Company’s financial statements. 

h) Standards issued but not yet effective 

Certain new accounting standards and interpretations have been published that are not mandatory for 31 
December 2025 reporting periods and have not been early adopted by the Company: 

• Sale or Contribution of Assets between an Investor and its Associate or Joint Venture – Amendments 
to IFRS 10 and IAS 28 (issued on 11 September 2014, with the effective date deferred indefinitely). 

• IFRS 19 Subsidiaries without Public Accountability: Disclosures (issued on 9 May 2024 and effective 
for annual periods beginning on or after 1 January 2027). 

• IFRS 18 Presentation and Disclosure in Financial Statements (issued on 9 April 2024 and effective 
for annual periods beginning on or after 1 January 2027). 

• Amendments to IFRS 9 and IFRS 7 – Financial Instruments: Classification and Measurement (issued 
on 30 May 2024 and effective for annual periods beginning on or after 1 January 2026). 

• Annual Improvements to IFRSs (issued in July 2024 and effective from 1 January 2026). 

• Amendments to IFRS 9 and IFRS 7 relating to weather dependent (weather indexed) electricity 
contracts (issued on 18 December 2024 and effective from 1 January 2026). 

Those standards and amendments are not expected to have a material impact on the Company in the current 
or future reporting periods and on foreseeable future transactions. 
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3. KEY ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY   

In the application of the Bank’s accounting policies, the Management is required to make judgments, estimates 
and make assumptions about the carrying amounts of assets and liabilities that are not readily apparent from 
other sources. The estimates and associated assumptions are based on historical experience and other factors 
that are considered to be relevant, Actual results may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized 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. 

Key sources of estimation uncertainty 

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty 
at the reporting period date, that have a significant risk of causing a material adjustment to the carrying amounts 
of assets and liabilities within the next financial year. 

SPPI assessment 

The assessment of whether the contractual cash flows of financial assets lead to cash flows that are solely 
payments of principal and interest (SPPI) are subject to the application of significant judgments based on IFRS 
9 guidance. These judgments are crucial to the IFRS 9 classification and measurement process as they 
determine whether the asset must be measured at FVTPL or, depending on the business model estimate, at 
amortized cost or at FVOCI. When taking into account the specificities of loans in the Bank's business, 
significant areas of judgement are early repayment fees, project financing loans, and benchmark credit tests 
with critical interest rate clauses. 

The most critical area of estimation of SPPI in the Bank's operations are loans with critical interest rate clauses. 
Interest rate measurement refers to floating rate financial instruments where: 

• the reference rate (such as Euribor) differs from the rate of conversion rates 

• the interest rate is fixed before the start of the interest period 

• time lags arise from average rates in previous periods 

• or a combination of the above 

To this end, the Bank has developed what is called benchmark test to assess whether a critical interest rate 
clause could result in contractual (undiscounted) cash flows that are significantly different from the initial 
contract. In addition to the characteristics of critical interest clauses, the conditions of this benchmark test 
correspond to the assets in the test. 

For funds with critical interest rate clauses that arise only from previous and average rates (i.e. no discrepancy 
stemming from a period that differs from the frequency of conversion), the SPPI compliance is considered to 
be fulfilled on the basis of a qualitative estimate if the time gap between fixing the rate and beginning of the 
interest rate period does not exceed one month. 

A quantitative benchmark test is performed on the initial recognition of the contract. The threshold of importance 
for the cumulative cash flow ratio, the quantitative threshold of materiality is set at 5%. If the materiality 
thresholds are exceeded, the benchmark test is not passed, and the financial asset must be measured at fair 
value through profit or loss. 

Following transition to IFRS 9 for loans and debt securities, a benchmark test was carried out in relation to the 
interest rates at their initial recognition. All loans with the characteristics of the critical interest rate clauses have 
passed the test and therefore there was no need to measure the loan at FVTPL. No significant margin is 
expected for new contracts with critical interest rate clauses that failed to meet the benchmark test as a result 
of the preventive activities undertaken during the project implementation of IFRS 9 with the aim of reducing the 
amount of loans to be measured by FVTPL. 

Business model assessment 

For each financial asset that meets the SPPI criteria at initial recognition, the Bank must assess whether it is 
part of a business model in which assets are held to collect contractual cash flows, to both collect contractual 
cash flows and sell, or whether they are held within other business models. As a result, a critical aspect in 
distinguishing business models is the frequency and significance of asset sales within the respective business 
model. Since the allocation of assets to business models is based on an initial assessment, it may occur that 
in subsequent periods the cash flows are realised differently than originally expected, and it may appear that a 
different measurement method would be applicable. 
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3 KEY ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 
(CONTINUED) 

Business model assessment (continued) 

In accordance with IFRS 9, such subsequent changes generally do not result in reclassification or correction of 
prior‑period errors in relation to existing financial assets. New information on how cash flows are realised may, 
however, indicate that the business model — and consequently the measurement method — changes for newly 
originated assets. 

In the Bank, sales due to an increase in credit risk, sales of assets that are close to maturity, and infrequent 
sales arising from non‑recurring events (such as changes in the regulatory or tax environment, major internal 
restructuring or a business combination, severe liquidity stress, etc.) are considered not to be inconsistent with 
a held‑to‑collect business model. Other types of sales conducted within a business model that is held to collect 
are assessed retrospectively, and if they exceed certain quantitative thresholds, or when deemed appropriate 
based on new expectations, the Bank performs a prospective test. If the result indicates that the carrying 
amount of assets expected to be sold during the expected life of the current business model portfolio — for 
reasons other than those listed above — exceeds 10% of the carrying amount of the portfolio, any new 
acquisitions would be classified into a different business model. 

Impairment of financial instruments  

The expected credit loss impairment model is inherently based on the estimate, as it requires an assessment 
of significant credit risk increases and measurement of expected credit losses without providing detailed 
guidance. With regard to a significant increase in credit risk, the Bank has established special valuation rules 
that consist of qualitative information and quantitative thresholds. 

Another complex area relates to establishing groups of similar assets when the assessment of credit‑risk 
deterioration must be performed on a collective basis before specific information at the individual instrument 
level becomes available. The measurement of expected credit losses involves complex models that rely on 
historical statistics of probability of default and loss‑given‑default rates, extrapolation in the absence of sufficient 

data, individual assessments of cash flows, and the probability of various scenarios, including forward‑looking 
information. 

Detailed explanations regarding the identification of significant increases in credit risk, including collective 
assessment, the estimation techniques used to measure 12‑month and lifetime expected credit losses and 
related assumptions, as well as the definition of default, are presented in Note 28. Risk Management, section 
(b) Credit Risk Management. 

Expected credit loss (“ECL”) measurement 

Due to significant and rapid changes in the economic environment, the Bank decided to adjust its approach to 
measuring expected credit losses (“ECL”) for loans granted to micro, corporate and retail clients. Management 
performed a comprehensive portfolio analysis and identified groups of borrowers for whom sufficient 
reasonable and supportable information is available to measure ECL on an industry basis. 

After the COVID‑19‑related stage overlay ceased to be valid, and in order to ensure that risks are managed 
prudently and responsibly in accordance with the applicable accounting and regulatory framework as well as 
domestic and international best‑practice standards, the Bank continued to apply the principle of portfolio‑level 
stratification, but under revised rules. 

More specifically, the Bank applied rules for assessing a significant increase in credit risk based on industry 
cyclicality and specific characteristics of industry segments (energy, metallurgy and chemical industries 
classified in Stage 2), which ceased to be valid during 2024. In November 2024, a new stage overlay — the 
Industry Stage Overlay — was introduced. It applies exclusively to corporate clients and is based on industry 
risk profiles and industry strategy, and it remains in force. 

Additional criteria for assessing credit risk were introduced, taking into account the expectations of local 
supervisory authorities regarding the proper and timely identification of increased credit risk, disruptions in 
supply chains, energy price volatility and other relevant risks that may affect certain economic sectors or 
portfolio segments. 
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3. KEY ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 
(CONTINUED) 

Expected credit loss (“ECL”) measurement (continued) 

Considering the differences in the rules between the IFRS 9 compliant standards and the local regulatory 
defined standards, together with the specificities of the local market, some adaptation of the rules/practices 
was necessary for the local application of the above rules. 

Applied exceptions to the portfolio criteria for classification in Stage 2 are: 

Additional criteria for exemption from stage overlay) applied for local classification are: 

a) Net debt/EBITDA ratio is greater than 0 and less than 4; 
b) Early Warning Signal (EWS), as one of the qualitative triggers of the SICR model, is labelled 

Standard,which according to the currently valid classification does not imply any EW signal; 
Both criteria must be met in order for the client to be entitled to an exception, or the third condition 
must be met: 

c) That the placement is fully secured by the guarantees of the Government of FBiH, RS and Brčko 
District. 

The reasons why the Bank decided to apply additional exceptions stem from the conclusion that additional 
attributes are needed to more adequately capture the client’s risk profile from a credit risk perspective. 
Moreover, no material impact on CLA coverage by stage has been observed (regulatory CLA coverage is higher 
than IFRS 9 due to additional local regulatory rules – minimum regulatory CLA thresholds), and the local 
regulator has not defined in detail the application of additional provisioning rules at the portfolio level, meaning 
that the Bank is left to define them in more detail. 

As a result, the Bank considers that the adjusted application of additional local rules specific to the portfolio 
represents the best possible application of stage overlays tailored to local regulatory and market specificities. 
In addition, another reason for the adjusted local approach is the locally specific regulatory requirement (which 
is not practiced in other countries) that mandates public disclosure of staging in publicly available registers 
(CRK – Central Credit Registry), which affects the reputation of clients and their ability to access an appropriate 
source of financing, especially for key clients in the overall local market with good credit quality (hence 
additional local criteria such as net debt / EBITDA). These additional criteria were introduced to minimize the 
possibility of systemic risk. 

Additional criteria applied by the Bank for the stage overlay from the perspective of the local regulator: 

The stage overlay is applied as an additional criterion for determining significant increases in credit risk specific 
to the portfolio that is exposed to a significant increase in interest rates, based on which it is assessed whether 
the increase in interest rates has led to an increase in credit risk after initial recognition for a particular financial 
instrument. 

The method of applying the stage overlay, as well as all related criteria, is explained in detail through the Bank’s 
internal acts, in line with the applicable procedures of the parent group, as well as decisions of the local 
regulator. 

The assessment of significant increase in credit risk, including collective and individual expected credit loss 
assessment, forecasting parameters used to measure expected credit losses incorporating forward‑looking 
information, credit risk classification, definition of default status, and collateral valuation and management are 
explained in Note 28. 
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3. KEY ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 
(CONTINUED) 

Fair value of financial instruments 

As described in Note 29, Management exercises judgment in selecting the appropriate valuation technique for 
financial instruments that are not quoted on an active market. Valuation techniques commonly used in the 
market are applied. Financial instruments, other than loans and receivables, are valued using discounted cash 
flow analysis based on assumptions supported by market prices or rates, where possible. The valuation of 
unlisted equity instruments includes certain assumptions that are not supported by observable market prices 
or rates. 

The valuation of bonds, and consequently the revaluation reserves, is based on a methodology for determining 
the average spread: the spread derived from the issuance price of each newly issued bond is taken for each 
observed new issuance, after which a weighted average spread is calculated. This average spread serves as 
an input for the credit spread applied to all active bonds in the portfolio. This method also allows for updating 
the spread even without new bond issuances, as the weights change over time, and it is applicable to both 
domestic and foreign bonds. 

Deferred tax assets and liabilities 

Deferred tax assets and liabilities are recognized in cases where income or expenses are included in 
accounting profit in one period, and in taxable profit in another period — in accordance with the Corporate 
Income Tax Law (“CIT Law”) (Article 14) and the Rulebook on the Application of the Corporate Income Tax 
Law of FBiH. 

The most significant deferred tax assets or liabilities relate to non‑deductible expenses/income arising from the 
adjustment of the carrying value of balance sheet assets (regulatory provisions for credit risk levels 1 and 2). 
In this case, the Bank also refers to the Corporate Income Tax Law of FBiH, performing tax balance adjustments 
on a net basis, i.e., increasing the tax base in the case of higher expenses, or decreasing the tax base in the 
case of higher income, while simultaneously recognizing deferred tax assets/liabilities as 10% of these 
amounts. 

Litigations  

Bank's Legal Department makes individual assessments of all court cases and makes provisions on a portfolio 
basis. 

Bank has reserved BAM 483 thousand (2024: BAM 367 thousand), which Management estimates as sufficient.  

Legal cases are classified on the basis of a reasoned assessment by lawyers and / or Bank's Legal Department 
on the success of the dispute in question, in accordance with the criteria set out in the Instruction on Litigation. 

All passive court proceedings are classified into the following categories or risk groups: 

• No risk - includes passive litigation in which it is determined that there is no risk of loss on the part of 
the Bank; 

• Low level of risk;  

• Medium degree of risk; 

• High level of risk.  

Provisions for employee benefits 

As described in Note 12, in the section titled Employee Benefits, the provision for employee benefits is 
calculated based on an independent actuarial report prepared in accordance with IAS 19 – Employee Benefits. 
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3. KEY ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 
(CONTINUED) 

Useful life of property, equipment, and intangible assets 

As described in Notes 7 and 8 below, the Bank reviews the estimated useful lives of property and equipment, 
as well as intangible assets, at the end of each annual reporting period. 

The assessment of the useful life of property, equipment, and intangible assets is a matter of judgment based 
on experience with similar assets. The future economic benefits embodied in the assets are mainly consumed 
through their use. However, other factors, such as technical or commercial obsolescence and physical 
deterioration, often result in a reduction of the economic benefits embodied in the assets. Management 
assesses the remaining useful life in accordance with the current technical condition of the assets and the 
estimated period during which the assets are expected to generate economic benefits for the Bank. 

If the estimated useful life were to differ by 10% from management’s assessment, the impact on depreciation 
for the year ended 31 December 2025 would be an increase/decrease of BAM 592 thousand (2024: 
increase/decrease of BAM 590 thousand). 

Property, equipment, and intangible assets include the following assets that were fully depreciated as at 31 
December 2025, stated at their original cost: 

• office equipment – BAM 8,153 thousand 

• IT assets – BAM 3,734 thousand 

• intangible assets – BAM 15,458 thousand 

Discount rate for lease payment discounting 

The Bank determines the incremental borrowing rate (“IBR”) based on the rates at which the Bank would be 
able to obtain financing if it decided to purchase the underlying property. When recognizing a new contract, 
the Bank applies uses the most recent interest rate in accordance with the lease term. In determining the 
IBR, the Bank adds 0.30% to the applicable variable rate in order to arrive at a fixed interest rate that is used 
to discount future cash flows. Currently, the Bank has no contracts with an indefinite term and therefore does 
not account for such contracts under IFRS 16. 
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4. CASH AND CASH EQUIVALENTS 

Material accounting policy information 

Cash and cash equivalents include cash on hand, funds held with the CBBiH above the required reserve, 
funds on current accounts with commercial banks, as well as term deposits placed on current accounts with 
commercial banks with maturities of up to 30 days, and other cash and cash equivalents. 

 2025 2024 
Cash on hand 109,521 120,707 
Cash balances at central banks above obligatory reserves with the CBBH 59,285 90,222 
Impairment (Note 16) -59 -90 
Cash balances at central banks above obligatory reserves with the CBBH after impairment 59,226 90,132 
Other demand deposits to credit institutions 88,056 78,302 
Impairment (Note 16) -337 -161 
Other demand deposits to credit institutions after impairment 87,719 78,141 
Cash and cash balances 256,466 288,980 

Movement of allowance for impairment losses 

 

1 January 
2025 

Allocation 
(new assets 

originated or 
purchased) 

Derecognition 
(assets 

derecognised 
or repaid) 

Other 31 December 
2025 

Other demand deposits to credit 
institutions -161 -4,109 3,933 - -337 

Cash balances at central banks above 
obligatory reserves with the CBBH -90 - 31 - -59 

Total impairment  -251 -4,109 3,964 - -396 

 

 

1 January 
2024 

Allocation 
(new assets 

originated or 
purchased) 

Derecognition 
(assets 

derecognised 
or repaid) 

Other 31 December 
2024 

Other demand deposits to credit 
institutions -96 -3,702 3,637 - -161 

Cash balances at central banks above 
obligatory reserves with the CBBH -102 - 12 - -90 

Total impairment -198 -3,702 3,649 - -251 
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5. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME 

Material accounting policy information 

Classification 

Debt instruments are classified and measured at fair value through other comprehensive income (FVOCI) if 
two conditions are met: the contractual cash flows must meet the SPPI criteria, and the instrument must be 
held within a business model whose objective is achieved by both collecting contractual cash flows and selling 
financial assets. In the statement of financial position, they are presented as ‘Debt securities’ within the line 
item ‘Financial assets at fair value through other comprehensive income’. 

The Bank classifies its investments in debt securities within the FVOCI category. These investments relate to 
various business objectives: meeting internal and external liquidity‑risk requirements, efficiently placing excess 

structural liquidity, and other yield‑enhancement activities. A common characteristic of these investments is 
that active yield optimization through sales is an integral part of achieving business objectives. Where sales 
occur, they are undertaken to optimize the liquidity position or to realize fair‑value gains and losses. The 
business objectives are therefore achieved through both the collection of contractual cash flows and the sale 
of securities. 

Interest Income 

Interest income is calculated using the effective interest rate method and is presented within the item ‘Interest 
income and similar income based on the effective interest rate from financial assets at fair value through other 
comprehensive income’ under ‘Net interest income’ in the Statement of Profit or Loss. 

Impairment 

Impairment gains and losses are recognised in the Statement of Profit or Loss under the item ‘Impairment and 
provisions’, while the reversal of loss allowances is presented as a reduction in the carrying amount of the 
assets. 

Revaluation Reserve 

The difference between the fair value at which the asset is presented in the statement of financial position and 
the amortised-cost component is recognised as accumulated other comprehensive income within equity, 
specifically under the item ‘Revaluation reserves for financial assets measured at fair value through other 
comprehensive income’ in the Statement of Changes in Equity. The movement for the period is presented as 
other comprehensive income in the Statement of Other Comprehensive Income under the item ‘Debt 
instruments at fair value through other comprehensive income’. When a financial asset is derecognised, the 
amount previously accumulated in other comprehensive income is reclassified to profit or loss and disclosed 
as ‘Net gains/(losses) on disposal of financial assets at fair value through other comprehensive income’. The 
calculation of fair value is performed in accordance with the principles described in Note 29. 

Financial assets at fair value through other comprehensive income amounted to BAM 213,653 thousand as at 
31 December 2025, while the related reserves amounted to BAM 257 thousand. 

  2025 2024 

Government bonds - Federation of Bosnia and Herzegovina and Republika Srpska  98,560 100,341 

Government bonds - Republic of Austria 48,585 45,596 

Government bonds - Republic of Slovenia 16,505 16,302 

Government bonds and treasury bills - Republic of France (treasury bills matured in April 2024) 11,894 16,259 

Government bonds - Kingdom of Belgium 17,911 19,899 

Government bonds - Republic of Croatia 10,529 8,872 

International (supranational) bonds – European Investment Bank (EIB), Luxembourg 9,669 - 

Total debt securities 213,653 207,269 

Impairment -257 -211 

Total debt securities, net 213,396 207,058 

As at 31 December 2025, the Bank’s portfolio consists solely of bonds with yields ranging from 0.07% to 4.5%. 

Expected Maturity: 
 2025, 2024, 

- no more than 12 months after the reporting period 25,795 30,988 

- more than 12 months after the reporting period 187,601 176,250 

Total debt securities  213,396 207,058 

   

Given that these are government and international bonds, all are classified within credit risk level 1, with total 
provisions amounting to BAM 257 thousand (2024: BAM 211 thousand). 
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5. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME (CONTINUED) 
 

 
Gross carrying amount 

 
 

Impairment allowance 
 

31 December 2025 

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total Accumulated 
other fair value 

changes 

Carrying 
amount 

Debt securities 218,029 - - 218,029 -257 - - -257 -4,376 213,396 

Total 218,029 - - 218,029 -257 - - -257 -4,376 213,396 

 

 
Gross carrying amount 

 
 

Impairment allowance 
 

31 December 2024 

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total Accumulated 
other fair value 

changes 

Carrying amount 

Debt securities 210,852 - - 210,852 -211 - - -211 -3,583 207,058 

Total 210,852 - - 210,852 -211 - - -211 -3,583 207,058 

Movement of impairment of financial assets measured at fair value through other comprehensive income 

 

 

1 January 
2025 

Newly 
originated or 

purchased 
assets and 

modifications 

Assets 
derecognised 

or repaid 
(excluding 
write-offs) 

Transfer 
between 

stages 

Net changes in credit risk 
(not resulting from 

derecognition) 

Write-offs Other 31 December 
2025 

Stage 1         

General governments -211 -59 62 - - - - -208 

Credit institutions - -49 - - - - - -49 

Total allowances for impairment losses -211 -108 62 - - - - -257 

 

 

1 January 
2024 

Newly 
originated or 

purchased 
assets and 

modifications 

Assets 
derecognised 

or repaid 
(excluding 
write-offs) 

Transfer 
between 

stages 

Net changes in credit risk 
(not resulting from 

derecognition) 

Write-offs Other 31 
December 

2024 

Stage 1         

General governments -160 -53 4 - -2 - - -211 

Credit institutions - - - - - - - - 

Total allowances for impairment losses -160 -53 4 - -2 - - -211 
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6. FINANCIAL ASSETS AT AMORTIZED COST 

Material accounting policy information 

Financial assets are measured at amortised cost if they are held within a business model whose objective is 
to collect contractual cash flows, and their contractual cash flows are SPPI. 

In the statement of financial position, these assets are presented at amortised cost, i.e., at their gross carrying 
amount reduced by any impairment loss. They are presented under the items “Mandatory reserve with the 
Central Bank of Bosnia and Herzegovina,” “Deposits with other banks and financial institutions,” “Loans and 
receivables from customers,” and “Other financial assets measured at amortised cost.” 

Interest income on these assets is calculated using the effective interest method and is included in the line 
“Interest income and similar income under the effective interest rate method from financial assets at amortised 
cost” within “Net interest income and similar income under the effective interest rate method” in the Statement 
of Profit or Loss. Impairment gains or losses are included in the line “Impairment losses and provisions.” Gains 
and losses on derecognition (such as disposals) of these assets are presented under “Other income.” 

At the Bank, financial assets measured at amortised cost represent the largest measurement category, which 
includes the majority of lending activities to customers, interbank lending, deposits with central banks, 
settlement‑in‑process amounts, as well as trade and other receivables. 

6.1.  Derecognition of Financial Assets Measured at Amortised Cost Due to Significant 
Modifications of Contractual Terms 

In the Bank’s lending operations, contractual terms of financial assets may be modified either as a result of 
negotiations to adjust to changed market conditions or to prevent financial difficulties of the borrower, i.e. to 
maximise the likelihood of repayment if the borrower is already in financial distress. 

As a result of a change in terms or modification of contractual cash flows of a financial asset, derecognition 
of the original financial asset and recognition of a new, modified financial asset may occur. The Bank has 
defined a number of derecognition criteria that (qualitatively or quantitatively) determine whether the 
modification of contractual terms of a financial asset is significant enough to meet the conditions for 
derecognition. 

Significant modifications lead to derecognition of the original financial asset and initial recognition of the 
modified financial asset as a new financial instrument. These include the following events: 

a) a change in contractual terms that results in a change of counterparty; 
b) a change in the contract currency (except where the change results from the exercise of an 

embedded option in the original contract with pre-agreed terms, or where the new currency is linked 
to the original currency); 

c) the introduction of contractual terms that fail the SPPI test, and the removal of a contractual feature 
that is SPPI-compliant. 

Some derecognition criteria depend on whether contractual modifications are applied to borrowers 
experiencing financial difficulties. Certain modifications applied to borrowers in financial distress are not 
considered significant, because their purpose is to improve the Bank’s recovery prospects by adjusting the 
repayment schedule to the borrower’s financial circumstances. Conversely, applying such modifications to 
performing borrowers may be considered sufficiently significant to warrant derecognition, as explained further 
below. 

From this perspective, the following criteria result in derecognition, unless they are considered forbearance 
measures, applied to clients in default or representing a default trigger: 

− the repayment schedule is modified so that the weighted average remaining maturity changes by 
more than 100% and by at least two years compared to the original asset; 

− changes in the timing/amount of contractual cash flows result in the present value of modified cash 
flows (discounted at the pre-modification effective interest rate) differing by more than 2% of the 
asset’s gross carrying amount immediately before modification (cumulative assessment including all 
modifications in the previous twelve months); 

− commercial renegotiations initiated by the borrower seeking more favourable terms as an alternative 
to refinancing, where a prepayment/early termination option exists and where a sufficiently 
competitive refinancing market is available. 
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6. FINANCIAL ASSETS AT AMORTIZED COST (CONTINUED) 

Material accounting policy information (continued) 

6.1. Derecognition of Financial Assets Measured at Amortised Cost Due to Significant 
Modifications of Contractual Terms (continued) 

Furthermore, the cost that the borrower would incur in the event of early repayment/early termination should 
be assessed as sufficiently low so as not to deter the borrower. This criterion is rarely applied to Stage 2 loans 
and never to Stage 3 loans. 

If contractual modifications considered forbearance measures are applied to clients in default status or 
represent default triggers and are so significant that they are qualitatively assessed as terminating the original 
contractual rights, they result in derecognition. 

Examples of such modifications include: 

− a new contract with substantially different terms is entered into as part of restructuring; 

− consolidation of multiple original loans into one with substantially different terms; or converting a 
revolving facility into a non-revolving facility. 

Modifications that lead to derecognition of the original assets result in initial recognition of new financial 
assets. If the borrower is in arrears or if the significant modification results in non-performance, the new asset 
will be treated as POCI. 

If the borrower is not in arrears or if a significant modification does not lead to non‑performance, the new 
asset recognised after derecognition of the original asset will be classified in Stage 1. For loans measured at 
amortised cost, the unamortised amount of origination fees/transaction costs included in the effective interest 
rate is recognised as “Net interest income” on the derecognition date. For financial assets measured at FVPL, 
regardless of whether they are past due, gains and losses on derecognition are included in the same line 
items of the income statement as those arising from their measurement. 

For debt instruments not measured at FVPL and subject to contractual modifications that do not result in 
derecognition, the gross carrying amount of the asset is adjusted with a corresponding gain or loss recognised 
in the statement of profit or loss and other comprehensive income. The gain or loss on modification is equal 
to the difference between the gross carrying amount before modification and the present value of modified 
cash flows discounted at the original effective interest rate. In the statement of profit or loss, the modification 
gain or loss is presented as “Interest income” if the modification relates to a Stage 1 financial asset. For Stage 
2 and 3 financial assets and POCI financial assets, modification gains or losses are presented as “Impairment 
and provisions.”. 

6.2 Financial Assets – Modification 

When renegotiation is driven by the counterparty’s financial difficulties and its inability to meet the originally 
agreed payments, the Bank compares the original and revised expected cash flows to assess whether the 
risks and rewards of the asset differ significantly as a result of the contractual modification. If the risks and 
rewards do not change, the modified asset is not substantially different from the original asset and the 
modification does not result in derecognition. The Bank recalculates the gross carrying amount by discounting 
the modified contractual cash flows at the original effective interest rate (or credit‑adjusted effective interest 
rate for POCI financial assets) and recognises a modification gain or loss in the statement of profit or loss. 

If the modified terms are substantially different, the rights to the cash flows under the original repayment 
schedule cease, and the Bank derecognises the original financial asset and recognises a new asset at fair 
value. The renegotiation date is considered the date of initial recognition for subsequent impairment 
assessment purposes, including determining whether a significant increase in credit risk (SICR) has occurred. 
The Bank also assesses whether the new loan or debt instrument meets the SPPI criterion. Any difference 
between the carrying amount of the original asset being derecognised and the fair value of the new 
substantially modified asset is recognised in the statement of profit or loss. 
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.3  Obligatory reserve with the Central Bank 

 

Movement of the allowance for impairment losses: 
 

 1 January 2025 Allocation (new assets originated 
or purchased) 

Derecognition (assets 
derecognised or repaid) 

31 December 2025 

Obligatory reserve with the CBBH         

Obligatory reserve with the CBBH -200 -12 - -212 

Total allowances for impairment losses -200 -12 - -212 

 

 

Movement of allowance for impairment losses: 
 

 1 January 2024 Allocation (new assets 
originated or purchased) 

Derecognition (assets 
derecognised or repaid) 

31 December 2024 

Obligatory reserve with the CBBH         

Obligatory reserve with the CBBH -188 -12 - -200 

Total allowances for impairment losses -188 -12 - -200 

 

 Gross carrying amount 
Impairment 

Carrying 
amount 

2025 
Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 

3 
POCI Total 31 December 

                        

Obligatory reserve with the CBBH            

Obligatory reserve with the CBBH 212,016 - - - 212,016 -212 - - - -212 211,804 

Total 212,016 - - - 212,016 -212 - - - -212 211,804 

 Gross carrying amount Impairment Carrying 
amount 

2024 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 31 December 

                        

Obligatory reserve with the CBBH            

Obligatory reserve with the CBBH 199,890 - - - 199,890 -200 - - - -200 199,690 

Total 199,890 - - - 199,890 -200 - - - -200 199,690 
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.4 Loans and receivables from credit institutions 

 
Movement of allowance for impairment losses: 
 

 

1 January 2025 Allocation 
(new assets 

originated or 
purchased) 

Derecognition 
(assets 

derecognised or 
repaid) 

Transfer 
between 

stages 

Release of 
provision, net 
(not resulted 

from 
derecognition) 

Write-offs Other 31 December 
2025 

Loans and receivables from credit institutions                 

Stage 1         

Credit institutions -94 -338 302 - - - - -130 

Total allowances for impairment losses -94 -338 302 - - - - -130 

 

  

 Gross carrying amount Impairment Carrying 
amount 

2025 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 
31 

December 

                        

Loans and receivables from credit institutions            

Credit institutions 91,458 - - - 91,458 -130 - - - -130 91,328 

Total 91,458 - - - 91,458 -130 - - - -130 91,328 

 Gross carrying amount Impairment Carrying 
amount 

2024 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 
31 

December 

                        

Loans and receivables from credit institutions            

Credit institutions 94,618 - - - 94,618 -94 - - - -94 94,524 

Total 94,618 - - - 94,618 -94 - - - -94 94,524 
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.4 Loans and receivables from credit institutions (continued) 

Movement of allowance for impairment losses: 
 

 

1 January 
2024 

Allocation 
(new assets 

originated or 
purchased) 

Derecognition 
(assets 

derecognised 
or repaid) 

Transfer 
between 

stages 

Release of 
provision, net 
(not resulted 

from 
derecognition) 

Write-offs Other 31 December 
2024 

Loans and receivables from credit institutions                 

Credit institutions -43 -411 362 - - - -2 -94 

Total allowances for impairment losses -43 -411 362 - - - -2 -94 

 

6.5 Loans and receivables from clients 
 

 
  

 Gross carrying amount Impairment Carrying 
amount 

2025 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 
31 

December 

                        

Loans and receivables from clients            

Credit institutions - - - - - - - - - - - 

General governments  31,397      27,110      -        -        58,507     -576     -2,312      -        -       -2,888      55,619     

Other financial institutions  26,171      -        -        -        26,171     -375      -        -        -       -375      25,796     

Non-financial institutions  732,191      163,720      12,341      3,745      911,997     -8,842     -10,094     -12,221     -2,534     -33,691      878,306     

Households  629,761      128,272      32,373      823      791,229     -4,429     -10,368     -27,599     -201     -42,597      748,632     

Total  1,419,520      319,102      44,714      4,568      1,787,904     -14,222     -22,774     -39,820     -2,735     -79,551      1,708,353     
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.5 Loans and receivable from clients (continued) 

Movement of allowance for impairment losses: 
 

 

1 January 
2025 

Allocation 
(new assets 

originated or 
purchased) 

Derecognition 
(assets 

derecognised 
or repaid) 

Transfer 
between 

stages 

Release of 
provision, net 
(not resulted 

from 
derecognition) 

Write-offs Other 31 December 
2025 

Loans and receivables from clients         
Stage 1 -12,924 -12,551 2,554 3,653 5,046 - - -14,222 

General governments -673 -1 - 3 95 - - -576 

Other financial institutions -261 -363 46 - 203 - - -375 

Non-financial institutions -8,222 -10,227 2,024 3,000 4,583 - - -8,842 

Households -3,768 -1,960 484 650 165 - - -4,429 

Stage 2 -20,696 -2,889 5,814 -13,833 8,830 - - -22,774 

General governments -497 -1,934 - -20 139 - - -2,312 

Other financial institutions - - - - - - - - 

Non-financial institutions -11,933 -953 4,478 -6,540 4,854 - - -10,094 

Households -8,266 -2 1,336 -7,273 3,837 - - -10,368 

Stage 3 -41,376 - 1,776 -4,731 -3,293 7,804 - -39,820 

Other financial institutions - - - - - - - - 

Non-financial institutions -13,981 - 1,173 -934 81 1,440 - -12,221 

Households -27,395 - 603 -3,797 -3,374 6,364 - -27,599 

POCI -1,166 - 374 - -2,126 221 - -2,735 

Non-financial institutions -698 - 6 - -1,895 53 - -2,534 

Households -468 - 368 - -231 130 - -201 

Total allowances for impairment losses -76,162 -15,440 10,518 -14,911 8,457 7,987 - -79,551 

 Gross carrying amount Impairment Carrying 
amount 

2024 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 
31 

December 

                        

Loans and receivables from clients            

Credit institutions - - - - - - - - - - - 

General governments 34,884 8,342 - - 43,226 -673 -497 - - -1,170 42,056 

Other financial institutions 15,573 - - - 15,573 -261 - - - -261 15,312 

Non-financial institutions 641,627 171,444 14,523 3,958 831,552 -8,222 -11,933 -13,981 -698 -34,834 796,718 

Households 573,243 100,807 32,753 1,233 708,036 -3,768 -8,266 -27,395 -468 -39,897 668,139 

Total 1,265,327 280,593 47,276 5,191 1,598,387 -12,924 -20,696 -41,376 -1,166 -76,162 1,522,225 
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.5 Loans and receivable from clients (continued) 

Movement of allowance for impairment losses: 

 

 

1 January 
2024 

Allocation 
(new assets 

originated or 
purchased) 

Derecognition 
(assets 

derecognised 
or repaid) 

Transfer 
between 

stages 

Release of 
provision, net 
(not resulted 

from 
derecognition) 

Write-offs Other 31 December 
2024 

Loans and receivables from clients         
Stage 1 -12,206 -13,076 2,426 3,421 6,511 - - -12,924 

General governments -545 -157 - - 29 - - -673 

Other financial institutions -219 -275 1 - 232 - - -261 

Non-financial institutions -7,868 -10,929 2,008 2,906 5,661 - - -8,222 

Households -3,574 -1,715 417 515 589 - - -3,768 

Stage 2 -21,586 -1,006 4,831 -10,160 7,225 - - -20,696 

General governments -621 - - - 124 - - -497 

Other financial institutions - - - - - - - - 

Non-financial institutions -14,026 -991 4,013 -5,110 4,181 - - -11,933 

Households -6,939 -15 818 -5,050 2,920 - - -8,266 

Stage 3 -41,348 - 4,046 -6,857 -6,084 8,867 - -41,376 

Other financial institutions - - - - - - - - 

Non-financial institutions -16,098 - 3,428 -3,296 -1,834 3,819 - -13,981 

Households -25,250 - 618 -3,561 -4,250 5,048 - -27,395 

POCI -827 - 77 - -1,189 773 - -1,166 

Non-financial institutions -360 - 62 - -1,092 692 - -698 

Households -467 - 15 - -97 81 - -468 

Total allowances for impairment losses -75,967 -14,082 11,380 -13,596 6,463 9,640 - -76,162 
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.5 Loans and receivable from clients (continued) 

Movement of gross carrying amount of financial assets at amortised cost – loans and advances to customers and loans and receivables from credit 
institutions 
 

  Stage 1  Stage 2 Stage 3 POCI Total 

Gross carrying amount as at 1 January 2025 1,265,327 280,593 47,276 5,191 1,598,387 

New assets originated or purchased 761,081 89,853 320 266 851,520 
Assets derecognised or repaid (excluding write off) -527,979 -99,196 -4,830 -566 -632,571 
Transfer from Stage 1 to Stage 2 -111,317 111,317 - - - 
Transfer from Stage 1 to Stage 3 -4,463 - 4,463 - - 
Transfer from Stage 2 to Stage 3 - -5,983 5,983 - - 
Transfer from Stage 2 to Stage 1 49,005 -49,005 - - - 
Transfer from Stage 3 to Stage 2 - 937 -937 - - 
Transfer from Stage 3 to Stage 1 91 - -91 - - 
Amount written off - - -7,804 -183 -7,987 
Changes to contracts that did not change the stage -12,225 -9,414 334 -140 -21,445 

At 31 December 2025 1,419,520 319,102 44,714 4,568 1,787,904 

 
  Stage 1  Stage 2 Stage 3 POCI Total 

Gross carrying amount as at 1 January 2024 1,180,323 318,519 55,420 2,151 1,556,413 

New assets originated or purchased 638,864 75,921 398 3,619 718,802 
Assets derecognised or repaid (excluding write off) -470,452 -121,140 -12,719 -1,044 -605,355 
Transfer from Stage 1 to Stage 2 -85,701 85,701 - - - 
Transfer from Stage 1 to Stage 3 -4,938 - 4,938 - - 
Transfer from Stage 2 to Stage 3 - -8,773 8,773 - - 
Transfer from Stage 2 to Stage 1 58,312 -58,312 - - - 
Transfer from Stage 3 to Stage 2 - 4,582 -4,582 - - 
Transfer from Stage 3 to Stage 1 287 - -287 - - 
Amount written off - - -8,867 -773 -9,640 
Changes to contracts that did not change the stage -51,368 -15,905 4,202 1,238 -61,833 

At 31 December 2024 1,265,327 280,593 47,276 5,191 1,598,387 
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6. FINANCIAL ASSETS AT AMORTIZED COST (CONTINUED)  

6.6 Other financial assets at amortized cost 

Movement of allowance for impairment losses: 

  

 

1 January 2025 Allocation (new 
assets originated 

or purchased) 

Derecognition 
(assets 

derecognised or 
repaid) 

Release of 
provision, net (not 

resulted from 
derecognition) 

Write-offs 31 December 2025 

Other financial assets at amortised cost            

   Other financial assets at amortised cost -3,231 -258 - - 1,060 -2,429 

Total allowances for impairment losses -3,231 -258 - - 1,060 -2,429 

 
  

 Gross carrying amount Impairment Carrying 
amount 

2025 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 
31 

December 

                        

Other financial assets at amortised cost            

Authorized exchange office receivables 4,428 - 400 - 4,828 - - - - - 4,828 

Domestic transactions receivables 3,159 4 200 - 3,363 -64 - -196 - -260 3,103 

Fees and commission receivables 3,908 60 1,282 - 5,250 -78 -4 -1,223 - -1,305 3,945 

Western union receivables 52 - - - 52 -1 - - - -1 51 

Receivables from employees 266 - 25 - 291 -5 - -25 - -30 261 

VAT receivables 2 - - - 2 - - - - - 2 

Other assets 1,397 1 800 - 2,198 -34 - -799 - -833 1,365 

Total 13,212 65 2,707 - 15,984 -182 -4 -2,243 - -2,429 13,555 
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6. FINANCIAL ASSETS AT AMORTISED COST (CONTINUED) 

6.6 Other financial assets at amortized cost (continued) 

 

Movement of allowance for impairment losses: 

 

 

1 January 2024 Allocation (new 
assets originated or 

purchased) 

Derecognition 
(assets 

derecognised or 
repaid) 

Release of 
provision, net (not 

resulted from 
derecognition) 

Write-offs 31 December 2024 

Other financial assets at amortised cost             

Other financial assets at amortised cost -2,911 -341 - - 21 -3,231 

Total allowances for impairment losses -2,911 -341 - - 21 -3,231 

 Gross carrying amount Impairment Carrying 
amount 

2024 Stage 1 Stage 2 Stage 3 POCI Total  Stage 1 Stage 2 Stage 3 POCI Total 
31 

December 

                        

Other financial assets at amortised cost            

Authorized exchange office receivables 5,584 - 2 - 5,586 - - -2 - -2 5,584 

Domestic transactions receivables 3,246 38 1,960 - 5,244 -68 -4 -1,943 - -2,015 3,229 

Fees and commission receivables 3,063 5 232 - 3,300 -96 -1 -228 - -325 2,975 

Western union receivables 196 - 40 - 236 -4 - -40 - -44 192 

Receivables from employees 47 - - - 47 -1 - - - -1 46 

VAT receivables 2 - - - 2 - - - - - 2 

Other assets 1,012 7 825 - 1,844 -21 -1 -822 - -844 1,000 

Total 13,150 50 3,059 - 16,259 -190 -6 -3,035 - -3,231 13,028 
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7. PROPERTY AND EQUIPMENT 

Material accounting policy information 

Property and equipment are stated at cost, less accumulated depreciation and any recognized accumulated 
impairment losses.  

Depreciation is charged from the moment the fixed asset is ready for its intended use. It is calculated in the 
basis of the estimated useful life of the asset, using the straight-line method as follows.  

Estimated useful lives were as follows: 
 2025 2024 

Land and buildings 50 years 50 years 
Office equipment and installations 5-10 years 5-10 years 

IT assets (hardware) 5 years 5 years 

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the 
sales proceeds and the carrying amount of the asset and is recognized in the statement of profit or loss and 
other comprehensive income in the period they occur. 

Impairment 

The Bank assesses at each reporting date whether there are any indications that non-financial assets may 
be impaired. Impairment testing is performed at the level of an individual asset if that asset generates cash 
inflows that are independent of the cash inflows of other assets. 

Property and equipment 

a) Purchase value 

  

Land and 
buildings 

Office 
equipment 

and 
installations 

IT assets 
(hardware) 

Asset under 
construction 

(AUC) 

Total 

Balance at 1 January 2024 35,048 15,342 5,865 41 56,296 

Additions (+) - - - 4,620 4,620 

Sales and expenses (-) - -1,557 -79 - -1,636 

Transfer from AUC (+/-) 103 2,104 696 -2,903 - 

Balance at 31 December 2024 35,151 15,889 6,482 1,758 59,280 

Additions (+)  -   -   -  1,998  1,998 

Sales and expenses (-)  -  -575  -110   -  -685  

Transfer from AUC (+/-) -1   2,471   1,082  -3,552  -  

Balance at 31 December 2025  35,150   17,785   7,454   204   60,593  

 
b) Accumulated depreciation  
  

  

Land and 
buildings 

Office 
equipment 

and 
installations 

IT assets 
(hardware) 

Asset under 
construction 

(AUC) 

Total 

      

Balance at January 1, 2024 -10,224 -10,804 -4,166 - -25,194 

Depreciation (-) -887 -1,401 -680 - -2,968 

Sales and expenses (+) - 1,533 79 - 1,612 

Balance at 31 December 2024 -11,111 -10,672 -4,767 - -26,550 

Depreciation (-) -869  -1,513  -611   -  -2,993  

Sales and expenses (+)  -   540   110   -   650 

Balance at 31 December 2025 -11,980  -11,645  -5,268   -  -28,893 

 
 c) Book value  
  

  

Land and 
buildings 

Office 
equipment 

and 
installations 

IT assets 
(hardware) 

Asset under 
construction 

(AUC) 

Total 

Balance at 31 December 2025 23,170 6,140 2,186 204 31,700 

Balance at 31 December 2024 24,040 5,217 1,715 1,758 32,730 

Balance at 1 January 2024 24,824 4,538 1,699 41 31,102 
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8. RIGHT OF USE ASSETS  

Material accounting policy information 

The lease term is generally the non-cancellable period of the lease; periods covered by extension and 
termination options are included in the lease term only when it is reasonably certain that the lease will be 
extended or will not be terminated. 

The lease liability is measured as the present value of future lease payments, discounted using the interest 
rate implicit in the lease or, if that rate cannot be reliably determined, using the incremental borrowing rate. 
The right-of-use asset is initially measured at cost, which comprises: 

- the amount of the initial measurement of the lease liability; 
- any lease payments made at or before the commencement date, less any lease incentives received; 
- any initial direct costs; the costs of restoring the underlying asset to its original condition. 

Subsequently, the right-of-use asset is measured at cost less accumulated depreciation and any 
accumulated impairment losses and is adjusted for any remeasurement of the lease liability resulting from 
lease reassessments or modifications. The right-of-use asset is depreciated on a straight-line basis over 
whichever period is shorter: the asset's useful life or the length of the lease. 

Depreciation periods for right-of-use assets are as follows: 

Land and buildings under right-of-use arrangements: 3.5 – 10 years 

In accordance with IFRS 16, the Bank may elect not to apply the recognition requirements to short-term 
leases and leases of low-value assets. The Bank recognises the expense for short-term leases and leases 
of low-value assets directly in the statement of profit or loss as a lease expense. 

The following recognition exemptions are applied: 

- Short-term leases (leases with a term of less than 12 months) 
- Leases for which the underlying asset has a value below USD 5,000 

Land and buildings 

a) Purchase value  
  

1 January 2024 6,653 

Additions (+) 1,192 

Modifications -716 

Balance at 31 December 2024 7,129 

Additions (+)  2,157  

Modifications -1,303  

Balance at 31 December 2025 7,983 

  
b) Accumulated depreciation   

1 January 2024 -2,968 

Depreciation (-) -1,407 

Sales and expenses (+) 602 

Balance at 31 December 2024 -3,773 

Depreciation (-) -1,448  

Sales and expenses (+)  1,295  

Balance at 31 December 2025 -3,926 

 
c) Book values 

   
Balance at 31 December 2025 4,057 

Balance at 31 December 2024 3,356 

Balance at 1 January 2024 3,685 
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9. INTANGIBLE ASSETS 

Material accounting policy information 

Intangible assets are initially measured at acquisition cost and are amortized on a straight-line method over 
their estimated useful lives. 

Estimated useful lives were as follows: 

 2025 2024 
Software 5 years 5 years 

Licenses and patents 
5 years 5 years 

 
a) Purchase value 

    
 

  

  
Software Other (licenses, 

patents, etc.) 
Asset under 
construction 

(AUC) 

Total 

Balance at 1 January 2024 13,188 6,844 482 20,514 

Additions (+) - - 1,322 1,322 

Transfer from AUC (+/-) 1,616 72 -1,688 - 

Balance at 31 December 2024 14,804 6,916 116 21,836 

Additions (+) - - 2,719 2,719 

Transfer from AUC (+/-) 1,234 81 -1,315 - 

Balance at 31 December 2025 16,038 6,997 1,520 24,555 

        
 b) Accumulated amortization   

  
Software Other (licenses, 

patents, etc.) 
Asset under 
construction 

(AUC) 

Total 

Balance at 1 January 2024 -10,181 -6,512 - -16,693 

Depreciation (-) -1,296 -197 - -1,493 

Balance at 31 December 2023 -11,477 -6,709 - -18,186 

Depreciation (-) -1,325 -102 - -1,427 

Balance at 31 December 2024 -12,802 -6,811 - -19,613 

  

 c) Book values   

  
Software Other (licenses, 

patents, etc.) 
Asset under 
construction 

(AUC) 

Total 

Balance at 31 December 2025 3,236 186 1,520 4,942 

Balance at 31 December 2024 3,327 207 116 3,650 

Balance at 1 January 2024 3,007 332 482 3,821 
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10. OTHER ASSETS AND RECEIVABLES 

  2025 2024 

Paid in advance expenses  900 1,457 

Consumables 24 24 

Other assets 108 192 

Total other assets before impairment losses  1,032 1,673 

Less: Impairment losses -60 -70 

Net other assets and receivables 972 1,603 

Movement of impairment for other assets: 

 From Additions 
(increase in 

provision) 

Derecognition 
(release of 
provision) 

Write-off and 
Sales 

To 

 1 January 2025    31 December 2025 

Other assets  -70 -64 74  -60 

Total -70 -64 74  -60 

 
 From Additions 

(increase in 
provision) 

Derecognition 
(release of 
provision) 

Write-off To 

 1 January 2024    31 December 2024 

Other assets -56 -76 62 - -70 

Total -56 -76 62 - -70 

 

11. FINANCIAL LIABILITIES MEASURED AT AMORTIZED COST 

Material accounting policy information 

Financial liabilities measured at amortised cost are presented in the statement of financial position under the 
line item “Financial liabilities at amortised cost.” This category includes “Deposits from banks and other 
financial institutions,” “Deposits from customers,” “Borrowings,” “Lease liabilities,” and “Other financial 
liabilities at amortised cost.” 

In the subsequent measurement of financial liabilities at amortised cost, interest expenses are recognised in 
the statement of profit or loss using the effective interest rate method and are presented under “Interest 
expense and similar expense under the effective interest rate method from financial liabilities at amortised 
cost” within “Net interest income and similar income under the effective interest rate method” in the Statement 
of Profit or Loss. Gains or losses arising from the derecognition of a financial liability are recognised in the 
Statement of Profit or Loss and presented under “Other income” or “Other expenses.”. 
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11. FINANCIAL LIABILITIES MEASURED AT AMORTISED COST (CONTINUED) 

11.1 Deposits from banks and other financial institutions 

 2025 2024 

Overnight deposits 20,989 16,930 

Term deposits 126,979 104,508 

Deposits from banks and other financial institutions 147,968 121,438 

11.2 Deposits from customers 

  2025 2024 

Current accounts / overnight deposits  1,228,855  1,112,212 

Transaction accounts  1,228,855  1,112,212 

General governments  64,361  83,097 

Non-financial corporations  459,774  408,842 

Households  704,720  620,273 

Term deposits  725,245  709,352 

Deposits with agreed maturity  725,245  709,352 

Savings deposits  338,471  355,816 

Non-financial corporations  35,272  31,487 

Households  303,199  324,329 

Non-saving deposits  386,774  353,536 

General governments  6,084  10,317 

Non-financial corporations  345,157  308,084 

Households  35,533  35,135 

Deposits from customers  1,954,100  1,821,564 

General governments  70,445  93,414 

Non-financial corporations  840,203  748,413 

Households  1,043,452  979,737 

The average interest rate on total customer deposits at the end of 2025 amounted to 0.71% per annum and 
is higher compared to the previous year (2024: 0.66%) by 5 basis points. 

Within the deposit structure, the largest growth was recorded in long‑term deposits, specifically for legal 
entities from 1.81% (2024) to 2.20% (2025), and for individuals from 1.390% (2024) to 1.538% (2025). 

Interest rates on short‑term deposits increased for legal entities from 1.795% (2024) to 1.960% (2025), while 
for individuals they decreased from 0.969% (2024) to 0.683% (2025). 

Average interest rates on sight deposits remained at the same level of 0.007%, while average interest rates 
on sight savings accounts increased from 0.066% to 0.075%. 

11.3 Borrowings 

  2025 2024 

Steiermarkiche bank und Sparkassen AG - subordinated debt, maturity 31 August 2034  33,401   33,425    

European Bank for Reconstruction and Development (EBRD), maturity 10 July 2027  16,696    29,350     

GGF (Fond Green for Growth), maturity 15 June 2029   13,712   17,630    

The European Fund for Southeast Europe (EFSE), maturity 15 December 2025 -     2,799     

Total  63,809     83,204    

Interest rates for taken loans depend on the term, as well as the type of interest rate applied (fixed or variable). 
Loans with a variable interest rate are tied to the 6-month Euribor. 

Expected Maturity:   
 2025 2024 

- within 12 months after the reporting period  16,087 19,835 

- more than 12 months after the reporting period  47,722 63,369 

Total  63,809 83,204 
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11. FINANCIAL LIABILITIES MEASURED AT AMORTISED COST (CONTINUED) 

11.3 Borrowings (continued) 

The Bank complied with all financial covenants under EBRD financing agreements as of 31 December 2025 
and 31 December 2024.  
Financial covenant terms of the club financing facilities were as follows:  
 

Covenant Calculation Target 2025 2024 

Capital Adequacy ratio 
means the ratio obtained by dividing:  
(a) own funds; by 
(b) total risk exposure amount 

min 
15.5% 

20.73% 21.05% 

Open Credit Exposure 
Ratio (OCER) 

means the ratio obtained by dividing:  
(a) the total NPLs reduced by total 
Provisions (FBA or IFRS whichever is 
higher); by 
(b) the Tier I Capital (FBA) 

max 25% -8.14 -4.59 

Net Stable Funding 
Ratio (NSFR) 

means the ratio obtained by dividing:  
(a) the Borrower's available amount of 
stable funding; by 
(b) the Borrower's required amount of 
stable funding 

min 100% 137.68% 147.27% 

Liquidity Coverage 
Ratio (LCR) 

means the ratio obtained by dividing:  
(a) the stock of high-quality liquid 
assets of the Borrower; by 
(b) the total net cash outflows of the 
Borrower over the next 30 calendar 
days 

min 100% 194.21% 215.87% 

 
Carrying amount of financial assets pledged as collaterals 

   

 2025 2024 

Financial assets at FVOCI  - 10,797 

Total  - 10,797 

The financial assets pledged as collateral consist of bonds. Collaterals were pledged as a result of transactions 
shown in line Financial liabilities at amortised cost, borrowings with EBRD. 
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11. FINANCIAL LIABILITIES MEASURED AT AMORTISED COST (CONTINUED) 

11.4 Lease liabilities 

Material accounting policy information 

The bank rents - two types of real estate, business premises and land. Leases are negotiated on an individual 
basis and contain a wide range of different conditions (including cancellation and prolongation). Main 
characteristics of leases contracts: 

• Right-of-use assets for owner-occupied contract last 5 years with a notice period of 3 months and 
with the option of drafting a contract if both parties agree. Lease payments are made monthly in a 
fixed amount defined by the contract. 

• Right-of-use assets for buildings are contracted mainly for period of 5 years with option of 
prolongation. Lease payments are mostly made monthly in a fixed amount defined by the contract. 

Leases do not impose any specific contractual provisions, but leased assets cannot be used as collateral for 
the purpose of borrowing funds. Future cash outflows to which the Bank as lessee is potentially exposed, and 
which are not reflected in the measurement of the lease liability, arise from the extension and cancellation 
options.  

The Bank does not provide any guaranteed residual value.  

Interest expenses on lease liabilities for the year ended 31 December 2025 amounted to 93 thousand BAM, 
in year 2024 105 thousand BAM. 

Short-term leases  

Short‑term leases and related expenses are recognised on a straight‑line basis over the reporting period. 

Expenses related to the lease of low‑value assets for which the recognition exemption is applied amounted 
to BAM 551 thousand in 2025, and BAM 565 thousand in 2024.  

  2025 2024 

Lease liabilities 4,197 3,470 

 2025 2024 

Maturity analysis      

- less than one year 1,289 1,379 

- one to five years 2,511 2,091 

- more than five years 397 - 

Total 4,197 3,470 

Lease liabilities    

 2025 2024 

Current 1,289 1,379 

Non-current 2,908 2,091 

   

Amounts recognised for the reporting period 

The following amounts are recognised in profit or loss: 

  2025 2024 

Interest expense on lease liabilities (included in finance expenses) 93 105 

Expense relating to leases of low-value assets that are not short-term leases (included in 
personnel expenses, other administrative expenses and depreciation expenses) 551 565 

Total 644 670 
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11. FINANCIAL LIABILITIES MEASURED AT AMORTISED COST (CONTINUED) 

11.4 Lease liabilities (continued) 

The following amounts are recognised in the statement of cash flows: 

  2025 2024 

Cash outflow for leases – within financing activities   

Principal 1,508 1,462 

Interest 93 105 

Expense relating to short-term leases 551 565 

Total 2,152 2,132 

11.5 Other financial liabilities measured at amortised cost 

  2025 2024 

Liabilities to banks 1,260 1,396 

Liabilities towards suppliers 1,086 1,325 

Card business obligations 882 1,094 

Liabilities for unallocated payments 2,869 831 

Liabilities for taxes 243 389 

Liabilities towards employees 36 35 

Total 6,376 5,070 

12. PROVISIONS 

Material accounting policy information 

Provisions 

The Bank recognizes a provision when it has a present obligation arising from past events and when it is 
probable that an outflow of resources will be required to settle the obligation. The Bank’s Management 
determines the amount of the provision based on the best possible estimate of the costs that will be incurred 
in settling the obligation. 

The amount recognized as a provision is the best estimate of the expenditure required to settle the present 
obligation at the reporting date, taking into account the risks and uncertainties related to the obligation. Where 
provisions are measured using cash flows estimated to settle the present obligations, their carrying amount 
represents the present value of those cash flows. Provisions are utilised only for the expenditures for which 
they were originally recognized. If an outflow of economic benefits to settle the obligation is no longer 
probable, the provision is reversed. 

  2025 2024 

Loan commitments and guarantees given  10,764 10,810 

Pending legal issues 483 367 

Other provisions 4,743 4,470 

Long-term employee provisions 1,614 1,504 

Other provisions 3,129 2,966 

Provisions 15,990 15,647 
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12. PROVISIONS (CONTINUED) 

Provisions for employee benefits 

As of 31 December 2025, the provisions for employee benefits represent unused vacation days and 
severance and retirement severance payments and were determined using the projected credit unit.  

Provision for employee benefits are calculated on the basis of an independent actuarial report on the 
implementation of IAS 19 – Employee benefits 

In order to make actuarial estimates, following assumptions were used:  

• Demographic assumptions on future characteristics of employees (mortality, employee fluctuation 
rate): 

- Average mortality rate 0.58% (2024: 0.58%) 

- Average fluctuation rate 1.90% (2024: 1.76%) 

• Financial assumptions (discount rate, wage levels, expected wage growth): 

- Discount rate 6.00% (2024: 6.0%) 

- Expected wage growth rate of 2.50% (wage growth rate is determined compared to the 
movements of average salaries in FBiH and RS, movement of salaries in the Bank and Bank’s 
expectations about salaries in the future period. There were no changes in this assumption 
compared to the previous year). 

Movement of provision for Long-term employee provisions 

Long-term provisions for employees   
 2025 2024 

     

Present value of long-term provisions for employee benefits, 1 January 1,504 1,441 

Cost of services  77 59 

Interest expense 87 81 

Payments -54 -77 

Present value of long-term provisions for employee benefits, 31 December 1,614 1,504 
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12. PROVISIONS (CONTINUED) 

Loan Commitments and Financial Guarantees in Accordance with IFRS 9 

Material accounting policy information 

The Bank, as part of its regular operations, issues loan commitments and financial guarantees, which include 
various types of letters of credit and guarantees. A financial guarantee is a contract that requires the guarantor 
to make specified payments to reimburse the beneficiary for a loss incurred because a specified debtor failed 
to make payment when due in accordance with the original or modified terms of the debt instrument. 

Provisions for financial guarantees are recognized based on the expected credit loss model. 

Loan commitments—both potential and irrevocable—represent firm obligations to extend credit under 
pre‑defined terms and conditions. These commitments are generally not presented in the balance sheet prior 
to the drawdown of funds. If it is probable that the Bank will enter into a loan agreement, fees received for 
loan commitments are deferred and adjust the loan’s effective interest rate at the time of drawdown. Potential 
and irrevocable loan commitments result in the recognition of provisions based on the expected credit loss 
model. 

Expenses or income related to provisions for loan commitments and financial guarantees are presented in 
the statement of profit or loss within the line “Impairment losses and provisions.”. 
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12. PROVISIONS (CONTINUED) 

Movement of provision for Loan commitments and guarantees given 
 

 From Increase Derecognition Transfer between 
stages 

Other changes in 
credit risk (net) 

Others To 

  1 January 2025          31 December 2025 

Stage 1 5,642 4,914 -3,356 -987 -1,086 -13 5,114 

Stage 2 5,153 56 -2,393 2,982 -1,678 - 4,120 

Stage 3 15 - -2 410 1,108 -1 1,530 

Total 10,810 4,970 -5,751 2,405 -1,656 -14 10,764 

 

 From Increase Derecognition Transfer between 
stages 

Other changes in 
credit risk (net) 

Others To 

  1 January 2024           31 December 2024 

Stage 1 6,095 6,167 -3,372 -1,299 -1,953 4 5,642 

Stage 2 5,381 83 -2,836 2,962 -437 - 5,153 

Stage 3 99 - -223 245 -106 - 15 

Total 11,575 6,250 -6,431 1,908 -2,496 4 10,810 
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12. PROVISIONS (CONTINUED) 

Movement of pending legal proceedings 

 From Increase Derecognition Others and 
Use 

To 

  
1 January 

2025 
      

31 December 
2025 

Pending legal proceedings 367 137 -10 -11 483 

Total 367 137 -10 -11 483 

 

 From Increase Derecognition Others and 
Use 

To 

  
1 January 

2024 
      

31 December 
2024 

Pending legal proceedings 568 166 -208 -159 367 

Total 568 166 -208 -159 367 

      

Contingencies and commitments 

In the ordinary course of business, the Bank enters into credit related commitments, which are recorded in 
off-balance sheet accounts and primarily include guarantees, letters of credit and undrawn loan commitments. 

 
  2025 2024 

Granted but undrawn loans  238,570 288,586 

Performance guarantees 157,018 159,253 

Payment guarantees 101,487 100,233 

Letters of credit 663 4,631 

Total 497,738 552,703 

13. SHARE CAPITAL I RESERVES 

13.1    Share capital 

Shareholding structure as at 31 December 2025 and 2024 was as follows: 
 

 2025 2024 

  

No. of 
shares 

Share 
capital 

Amount 
in BAM 

‘000 

%  Share 
premium 
Amount 
in BAM 

‘000 

No. of 
shares 

Amount 
in BAM 

‘000 

%  Share premium 
Amount in BAM 

‘000 

Steiermarkische Bank 
und Sparkassen AG, 
Graz, Austrija 864,733 86,473 100 3,000 864,733 86,473 100 3,000 

Total paid capital 864,733 86,473 100 3,000 864,733 86,473 100 3,000 

         

Share capital is made up of 864,733 ordinary shares at nominal value of BAM 100. 

Share premium represents accumulated positive difference between nominal value and amount received for 
issued shares.  

The ultimate owner of the Bank is Erste Group Bank AG Vienna, Austria (“Erste Group”).  

13.2 Statutory reserves 

Statutory reserves of the Bank represent accumulated appropriations from retained earnings established in 
accordance with the Law on Companies of the Federation of Bosnia and Herzegovina. Statutory reserves 
may be used to cover losses from prior periods where such losses are not covered by profits for the current 
financial year or where other reserves are not available. Statutory reserves are not distributable to 
shareholders. 

13.3 Dividends 

A liability is recognised in the amount of declared dividends that have been duly approved and are no 
longer at the discretion of the Company as at or before the end of the reporting period, but have not been 
paid as at the reporting date. During 2025, dividends in the amount of BAM 10 million were paid, compared 
to BAM 6.84 million paid during 2024.  
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14. NET INTEREST INCOME AND SIMILAR INCOME AT THE EFFECTIVE INTEREST RATE 

Material accounting policy information 

Interest income is recognized on an accrual basis, in relation to the outstanding principal and using the 
effective interest rate, which is equal to the discounted estimated future cash flows over the expected life of 
the financial asset to its net carrying amount. 

Loan origination fees, after the loan is approved and funds are drawn, are deferred together with the related 
direct origination costs and are recognized as an adjustment to the effective yield of the loan over the loan 
term. 

Interest on deposits is added to the principal if stipulated by the contract. The accrual of interest income is 
suspended when its collectability is uncertain. Suspended interest is recognized as income when collected. 

  2025 2024 

Interest and other similar income     

Financial assets at amortised cost 80,701 77,652 

of which unwinding (Note 7.3) -923 -841 

Financial assets measured at fair value through other comprehensive income 4,178 2,907 

Total interest and other similar income 84,879 80,559 

    

Interest expenses and similar expenses   

Financial liabilities at amortised cost -21,024 -18,808 

Interest expenses -21,024 -18,808 

    

Net interest income 63,855 61,751 

15. NET FEE AND COMMISSION INCOME 

Material accounting policy information 

Fees and commissions consist primarily of domestic and international payment transaction fees, as well as 
loan origination fees and fees related to other credit instruments of the Bank. 

Payment transaction fees are recognized in the period in which the related services are provided. 

 
  2025 2024 

  Income Expense Income Expense 

Payment services 42,516 -12,728 38,978 -12,003 

Card business 10,092 -6,952 9,272 -6,457 

Other 32,424 -5,776 29,706 -5,546 

Customer resources distributed but not managed 2,098 - 1,631 - 

Collective investment 2,062 - 1,624 - 

Other 36 - 7 - 

Lending business 5,319 -370 5,270 -498 

Guarantees given, guarantees received 4,334 -93 4,332 -120 

Loan commitments given, loan commitments received 985 -277 938 -378 

Other 359 -46 341 -39 

Total fee and commission income and expenses 50,292 -13,144 46,220 -12,540 

Net fee and commission income 37,148 - 33,680 - 
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16. IMPAIRMENT LOSSЕS OF FINANCIAL INSTRUMENTS AND PROVISIONS  

  2025 2024 

Net credit losses / (net write-offs of previously recognized credit losses) from financial 
assets at amortized cost -7,536 -6,390 

Net increase of credit loss allowances (Note 4,6.4, 6.5) -10,634 -9,098 

Thereof: Net increase of credit loss allowances for Cash balances at central banks 
above obligatory reserves with CBBH (Note 4) 31 12 

Thereof: Net increase of credit loss allowances for other demand deposits to credit 
institutions (Note 4) -176 -65 

Thereof: Net increase in credit loss allowances for Credit institutions (6.4) -36 -51 

Thereof: Net increase of credit loss allowances for Loans and receivable from 
clients (6.5) -11,376 -9,835 

PL-impairment-neutral CLA (increase) due to the time-value-of-money effect 
(UWC) 923 841 

Net allocation / release of provisions for commitments and guarantees given under IFRS 
9 (Note 12) -46 765 

        Thereof: unused credit commitments -37 -581 

Thereof: other commitments -9 1,346 

Collection of previously written-off financial assets at amortized cost 3,321 3,074 

Net allocation / release of provisions for Obligatory reserve with the CBBH (Note 6.3) -12 -12 

Initial recognition of POCI loans 203 -600 

Net allocation / release of provisions for other assets at amortized cost (Note 6.6) -258 -341 

Direct written off of other assets at amortized costs -186 -206 

Recoveries recorded directly to the income statement 76 28 

Net allocation / release of provisions for other provisions 24 -175 

Net allocation / release of provisions for litigation (Note 12) -127 42 

Financial assets at fair value through other comprehensive income (Note 5) -46 -51 

Total -7,685 -6,574 

17. NET TRADING RESULT 

  2025 2024 

Foreign exchange transactions gains 80,005 64,071 

Foreign exchange transactions losses -75,910 -60,190 

Total 4,095 3,881 

18. OTHER INCOME 

 2025 2024 

Subsequently recognized income and income from release of calculated cost from previous 
years 1,851 2,148 

Payment transactions 104 9 

Administrative expenses 941 1,137 

Card business 594 802 

Interest and fees 145 164 

Other fees 67 36 

Collected of-balance accrued interest for loans in default 679 751 

Rental income 594 560 

Donation 94 78 

Other 138 272 

Total 3,356 3,809 
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19. PERSONNEL EXPENSES 

Material accounting policy information 

The average employee number of the Bank during the year ending 31 December 2025 was 528 (2024: 512). 

On behalf of its employees, the Bank pays personal income tax and contributions for pension, disability, health 
and unemployment insurance, on and from salaries, which are calculated as per the set legal rates during the 
course of the year on the gross salary. The Bank pays the tax and contributions in the favour of the institutions 
of the Federation of Bosnia and Herzegovina (on federal and cantonal level). In addition, transport allowances, 
meal allowances and vacation bonuses are paid in accordance with the local legislation. These expenses are 
recognized in the statement of profit or loss in the period in which the salary expense is incurred. 

  2025 2024 

Wages and salaries 13,048 12,046 

Social contributions 9,031 8,845 

Other 4,411 4,294 

Total 26,490 25,185 

20. DEPRECIATION AND AMORTIZATION COSTS 

  2025 2024 

Property and equipment (Note 7) 2,993 2,968 

Right-of-use assets (Note 8) 1,448 1,407 

Intangible assets  (Note 9) 1,427 1,493 

Investment properties 48 35 

Total 5,916 5,903 

21. OTHER COSTS AND EXPENSES 

  2025 2024 

IT expenses 5,345 5,482 

Deposit insurance contribution 4,918 4,680 

Expenses for office space 4,426 3,426 

Office operating expenses 3,287 3,141 

Advertising/marketing 1,717 1,594 

Legal and consulting costs 1,441 1,578 

Taxes 1,644 1,572 

Other card business expenses 947 969 

Per diems and travelling costs 550 673 

Expenses for temporary contracts 509 411 

Other administrative expenses 1,744 1,313 

Total 26,528 24,839 
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22. INCOME TAX 

The Bank’s tax liability is calculated based on accounting income taking into the account non-deductible 
expenses. Income tax rate for the years ended 31 December 2025 and 31 December 2024 was 10%. 

Total tax recognized in the statement of profit or loss and other comprehensive income may be presented as 
follows: 

  2025 2024 

Current income tax  -3,457 -3,233 

Deferred income tax  201 -159 

Total income tax -3,256 -3,392 

 2025 2024 

Profit before tax 42,361 41,930 

Income tax at the legal rate of 10% 4,236 4,193 

Adjusted for:   

- Effect of non-deductible expenses 751 471 

- Effect of non-taxable income -472 -565 

- Effect of transfer pricing - 2 

- Effect of tax relief due to new employees -1,058 -868 

Income tax 3,457 3,233 

Effective tax rate for the year 8.16% 7.71% 

The difference between the corporate income tax amount presented in this note and the amount presented 
in the statement of profit or loss relates to the fact that the Bank closed its books before submitting the final 
Tax Return to the Tax Administration. The difference is not material for these financial statements. 

The main components of deferred tax assets and deferred tax liabilities 

Movement in deferred tax assets can be presented as follows: 

  2025 2024 

Balance at 1 January 3,728 4,175 

Increase/decrease in deferred tax assets – Impairment Stage 1; Stage 2 193 -81 

Increase/decrease in deferred tax assets – Fair value reserves FVOCI -85 -299 

Increase/decrease in deferred tax assets – Other -2 -67 

Balance at 31 December 3,834 3,728 

Movement in deferred tax liabilities can be presented as follows: 

  2025 2024 

Balance at 1 January  -229 -54 

Increase/decrease in deferred tax liabilities – Fair value reserves FVOCI 160 -164 

Increase/decrease in deferred tax liabilities – Other 11 -11 

Balance at 31 December  -58 -229 

Deferred tax assets, net 

  2025 2024 

Balance at 31 December  3,776 3,499 

 

23. EARNINGS PER SHARE 

Material accounting policy information 

The Bank publishes basic and diluted earnings per share 

Basic earnings per share is calculated by dividing: 

• the profit or loss attributable to shareholders of the Bank, i 

• the weighted average number of ordinary shares outstanding during the financial year, excluding 
treasury shares. 
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23. EARNINGS PER SHARE (CONTINUED) 

To calculate diluted earnings per share, the Management Board adjusts the figures used in the 
determination of basic earnings per share to consider: 

• the after-income tax effect of interest and other financing costs associated with dilutive potential 
ordinary shares, and 

• the weighted average number of additional ordinary shares that would have been outstanding 
assuming the conversion of all dilutive potential ordinary shares. 

During 2024 and 2025 there were no dilution effects 
Earnings per share are calculated as follows: 

  2025 2024 

Profit attributable to shareholders, net 39,105 38,538 

Average number of ordinary shares during the year 864,733 864,733 

Basic earnings per share (BAM)  45.22 44.57 

During 2024 and 2025 there were no dilution effects. 

24. RELATED PARTY TRANSACTIONS 

In the normal course of business, a number of banking transactions are entered into with related parties, 
these transactions were carried out on commercial terms and conditions and at market rates. 

Transactions with the direct shareholder 

 2025 2024 

  Receivables Liabilities Receivables Liabilities 

Steiermarkische Bank und Sparkassen AG, Graz, Austria 2,267 115,087 366 104,625 

Total 2,267 115,087 366 104,625 

 
 2025 2024 

  Income Expense Income Expense 

Steiermarkische Bank und Sparkassen AG, Graz, Austria 8 6,060 2 4,479 

Total 8 6,060 2 4,479 

Transactions with the ultimate shareholder 

 
 2025 2024 

  Receivables Liabilities Receivables Liabilities 

Erste Bank der Oesterreichischen Sparkassen AG Vienna, 
Austria  29,644 7,785 31,973 854 

Total 29,644 7,785 31,973 854 

 
 2025 2024 

  Income Expense Income Expense 

Erste Bank der Oesterreichischen Sparkassen AG Vienna, 
Austria 619 376 651 508 

Total 619 376 651 508 

Transactions with the associate 

 2025 2024 

  Receivables Liabilities Receivables Liabilities 

Sparkasse Leasing d.o.o. Sarajevo, Bosnia and Herzegovina 13,049 356 6,127 508 

Total 13,049 356 6,127 508 

 
 2025 2024 

  Income Expense Income Expense 

Sparkasse Leasing d.o.o. Sarajevo, Bosnia and Herzegovina 827 102 897 - 

Total 827 102 897 - 
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24. RELATED PARTY TRANSACTIONS (CONTINUED) 

Transactions with other related parties 
 
 2025 2024 

  Receivables Liabilities Receivables Liabilities 

Erste and Steiermarkische bank d.d. Zagreb, Hrvatska 1,625 241 2,735 54 

Erste Bank Akcionarsko Društvo, Novi Sad, Srbija 372 417 67 251 

Sparkasse Bank a.d. Skopje, Sjeverna Makedonija 88 - 156 - 

Erste Digital GmbH (S IT Solutions AT Spardat GmBH) Beč, 
Austrija - 280 96 207 

Erste Group Card Processor d.o.o. (vm.MBU), Zagreb, 
Hrvatska 186 401 156 2 

Total 2,271 1,339 3,210 514 

 
 2025 2024 

  Income Expense Income Expense 

Erste and Steiermarkische bank d.d. Zagreb, Hrvatska 52 112 37 152 

Erste Bank Akcionarsko Društvo, Novi Sad, Srbija - 30 - 27 

Erste Group Card Processor d.o.o. (vm. MBU) Zagreb, 
Hrvatska - 925 - 880 

Erste Digital GmbH (S IT Solutions AT Spardat GmBH Beč, 
Austrija) - 1,359 - 1,360 

Total 52 2,426 37 2,419 

Management remunerations 

The remunerations of Management Board and other members of key management were as follows: 

  2025 2024 

Gross salaries of the Management Board members 1,577 1,251 

Other benefits of the Management Board members 137 139 

Fees to the Supervisory Board members  28 32 

Total 1,742 1,422 

   

25. MANAGED FUNDS  

The funds managed by the Bank, where the Bank acts as a commissioner on behalf of individuals, trusts 
and other institutions, are not Banks funds, and therefore are not included in its statement of financial 
position. 

It the table below are shown the funds managed by the Bank in and for the name of its clients: 

 2025 2024 

Loans     

Corporate 13,105 13,116  

Individuals 2,078 2,123  
 15,184 15,239  

Financing sources   

Employment agency of Federation of Bosnia and Herzegovina 13,793 13,834  

Bosnian-Podrinje Canton Government 799 799  

International guarantee agency – IGA 264 264  

Ministry of war military invalids of Zenica–Doboj Canton 180 194  

Employment agency of Zenica-Doboj Canton 102 102  

Housing fund of Unsko-Sanski Canton 25 25  

Employment agency of Bosnian-Podrinje Canton 21 21  
 15,184 15,239  

Liability, net - - 

   

The Bank does not bear any risk in regard to this placement, and for its services charges a fee. Liabilities 
from commissioner business are invested in loans to companies and individuals on behalf of third parties.  
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26. FEE DISCLOSURE 

PricewaterhouseCoopers d.o.o. Sarajevo, the auditor of the Bank received the following fee: 
 

  2025 2024 

Audit service 140 140 

IT audit services 26 24 

Other services 1 1 

Total 167 165 

   

The auditors' services comprised services for the audit of the annual financial statements and the audit of 
the additional regulatory reports. 

27. REGULATORY CAPITAL AND CAPITAL REQUIREMENTS 

The Bank’s objectives when managing capital, which is a broader concept than the ‘equity’ on the face of 
statement of financial position, are: 

• To comply with the capital requirements set by the regulators of the banking markets; 

• To safeguard the Bank’s ability to continue as a going concern so that it can continue to provide 
returns for shareholders and benefits for other stakeholders; and 

• To maintain a strong capital base to support the development of its business. 

• The Bank expects to maintain its debt to capital ratio, Solvency indicators were as follows: 

  2025 2024 

Debt 2,170,074 2,029,676 

Equity 348,873 320,487 

Debt to capital ratio 6.22 6.3 

 

Capital adequacy and the use of net capital are monitored by the Bank’s management, employing 
techniques based on the guidelines developed by FBA for supervisory purposes. The required information 
is filed with the FBA on a quarterly basis. 

The Bank, through its reporting, conducts regular monitoring of capital, achieved rate of adequacy as well 
as the impact of all methodological changes that have an impact on capital. 

The regulatory capital of the Bank consists of basic and supplementary capital. 

The basic capital of the Bank (fully equal to ordinary capital) consists of paid shares, treasury shares, 
share premium, retained unallocated earnings and other reserves formed from profit after taxation on the 
basis of the decision of the Bank's Assembly, net revaluation reserves based on changes in fair value of 
assets (accumulated comprehensive income), net of the amount of treasury shares, intangible assets and 
deferred tax assets. 

Supplementary capital consists of general impairment allowances for credit risk, calculated as 1.25% of 
the risk-weighted exposure amount, less any missing credit loss allowances based on the regulatory 
requirement. Missing credit loss allowances are calculated in accordance with FBA regulations. Bank 
calculates credit loss allowances by FBA methodology for each contract. A positive difference is shown 
as missing credit loss allowances. 

The minimum required capital rates are as follows: 

• regular basic capital rate 6.75% 

• basic capital rate 9% 

• regulatory capital rate 12% 

In addition to the statutory minimum adequacy rate, the Bank is also required to provide a hedging layer 
for capital preservation that must be maintained in the form of regular basic capital in the amount of 2.5% 
of the total amount of risk exposure. 

The total weighted risk used to calculate capital adequacy includes: 

• the risk of weighted assets and credit equivalents, 

• position, currency, commodity risk, and 

• operating risk.  
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27. REGULATORY CAPITAL AND CAPITAL REQUIREMENTS (CONTINUED) 

As of 31 December 2025, and 2024 the Bank complied with all of the externally imposed capital 
requirements to which it was subject. As of 31 December 2025, the adequacy of the Bank’s capital 
amounts to 20.74% (2024: 21.05%). 

 2025 2024 

Tier 1 capital     

Paid up capital instruments  86,473 86,473 

Share premium 3,000 3,000 

Other reserves 45,205 45,205 

Retained earnings 205,868 178,658 

Accumulated other comprehensive income -3,408 -2,849 

(-) Other intangible assets -4,614 -3,035 

(-) Deductible deferred tax assets that rely on future profitability and arise from temporary 
differences -2,808 -2,606 

(-) CET1 instruments of financial sector entities where the institution has a significant 
investment -607 -607 

(-) CET1 capital elements or deductions - other  - 

Total Tier 1 capital 329,109 304,239 

   
Tier 2 capital   

Paid up capital instruments and subordinated loans  25,896 27,851 

T2 capital elements or deductions - other  - 

Tier 2 capital 25,896 27,851 

    

 
Regulatory capital 355,005 332,090 

    

Risk weighted exposure amounts for credit risks (unaudited) 1,603,572 1,476,054 

Risk exposure amount for position, foreign exchange and commodities risks (unaudited) 850 3,115 

Risk exposure amount for operational risk (unaudited)  107,407 98,702 

    

Total Risk Weighted asset 1,711,829 1,577,872 

    

Total capital ratio (%) * 20.74 21.05 

*Amounts of capital and other balance sheet positions in the table above are calculated in accordance with regulations of the 
Banking Agency of FBiH 
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28. RISK MANAGEMENT 

a) Risk management policies and strategies 

The Bank has developed a forward‑looking risk management framework tailored to its business and risk 
profile. The risk management strategy is aligned with the business strategy and incorporates the expected 
impact of the external environment on the planned development of business activities and risks. 

The risk management strategy describes the current and target risk profile, defines risk management 
principles, strategic objectives, and initiatives for the main types of risks, and establishes strategic limits 
for significant financial and non‑financial risks, as defined in the Risk Materiality Assessment. The 
implementation of the risk management strategy is carried out through a clearly defined governance 
structure. This structure also applies to the monitoring of risk appetite, additional indicators, as well as the 
escalation of limit breaches. 

A key function of every bank is the conscious and selective assumption of risks and the professional 
management of those risks. The Bank’s proactive risk management policy and strategy aim to establish a 
balanced ratio between risks taken and returns achieved in order to ensure sustainable and adequate 
returns on capital. 

The Bank employs risk management and control functions that are proactive and aligned with its business 
profile and risk‑taking profile, based on a clear risk‑taking strategy that is consistent with the business 
strategy of the Erste Group and focused on the early identification and management of risks and trends. 
In addition to achieving internal objectives for effective and efficient risk management, the Bank’s risk 
management structures and control functions are designed to meet external and regulatory requirements. 

In line with the Bank’s business strategy, the key risks are credit risk, market risk, operational risk, and 
liquidity risk. The Bank also focuses on managing macroeconomic risks, as well as concentration risks 
within and across different types of risks. 

b) Credit risk management   

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in 
financial loss to the Bank. The Bank has adopted a policy of only dealing with creditworthy counterparties 
and obtaining sufficient collateral, where appropriate, as a means of mitigating the risk of financial loss 
from defaults.  

The Bank’s exposure and the credit ratings of its counterparties are continuously monitored and the 
aggregate value of transactions concluded is spread amongst approved counterparties. Credit exposure 
is controlled by counterparty limits that are reviewed and approved by the Board, provided by reports from 
Risk management department. 

The carrying amount of financial asset presented in financial statements, decreased for losses based on 
impairments, represents the Bank’s maximum exposure to credit risk without taking account the value of 
any collateral obtained. 

Credit risk classification (internal rating) 

The purpose of the internal rating is to ensure a correct presentation of credit risk in the Bank's portfolio 
and to ensure fulfilment of Basel II criteria, Internal rating plays a key role in the process of managing 
credit risk and making decisions. Rating is an important input for risk provisions, risk price, capital 
management and credit decision, Internal rating is a prerequisite for any credit request and / or approval.  

All rating relevant clients and client groups (i.e. all debtors with debt or debt ratio in relation to relevant 
exposure to risks and losses) must be assessed. 

The calculation of impairment on credit losses is carried out on a monthly basis, at the exposure level / 
asset level, in the exposure currency. To calculate the loss reserve, an ECL model is based on a three-
stage approach that leads to a 12-month ECL or lifetime ECL. 
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28. RISK MANAGEMENT 

b) Credit risk management (continued) 

Credit risk classification (internal rating) (continued) 

A step-by-step approach means that if financial assets are not recognized as purchased or generated 
credit impaired financial assets (POCIs), i.e. financial assets impaired on initial recognition, then 
depending on the status of impairment and the estimate of credit risk increases, financial assets are 
allocated to one of the following stages: 

1)     Stage 1 includes: 
a) Financial assets at initial recognition, except: 

i) POCI assets 
(ii) Assets whose initial recognition was initially induced by the obligatory credit obligations 
given to the other counterparty for which there was a significant deterioration in the credit 
status since initial recognition of that credit obligation, but which is not in default at the time 
of such first use 

b) Financial assets that meet the requirements of low credit risk 
c) Financial assets without significant credit risk increases from initial recognition regardless of its   
credit quality. 

At Stage 1 credit risk loss allowances are calculated as a 12-month expected credit loss. 

2)    Stage 2 includes financial assets with a significant increase in credit risk but not impaired at the 
reporting date, including initial recognition of assets under 1) a) and ii) above. 

 At Stage 2 credit risk loss allowances are calculated as lifetime credit loss. 

3)    Stage 3 includes financial assets that are credit impaired on the reporting date. In this stage credit 
loss allowances are calculated as the lifetime credit loss. Impairment is defined as the occurrence of 
one or more events that have a detrimental effect on the estimated future cash flows of a financial 
asset. All events included in the definition of credit impaired are considered in the definition of default 
used in the Bank. 

Definition of default and recovery status 

The following default definition is applied in the Bank: Default is when one or both of the following events 
occur: 

• The client is late for more than 90 days with any material loan liability, or 
• It is considered unrealistic that the client will pay his credit liabilities in full without collateral 

realization. 

When a client defaults, this means that his financial instrument has been credit impaired, i.e. in the status 
of default, and assigned the internal rating "R" on that occasion. This further means that all default client's 
financial instruments are credit impaired. If the client is upgraded to a non-default rating, then all of their 
financial assets will no longer be credit impaired. 

The materiality of the due loan liability is assessed according to the threshold, which is defined by the 
relevant regulatory bodies. This threshold reflects the level of risk the competent authority considers 
reasonable.  
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28. RISK MANAGEMENT (CONTINUED)   

b) Credit risk management (continued) 

Definition of default and recovery status (continued) 

Default definition has changed in treatment of joint obligation.  Joint obligor is treated as a client from a 
risk point of view. If a joint obligor exceeds 90 DPD then all clients of this joint obligor default automatically. 
Joint credit obligation with other obligors and connected with one of these defaulted clients is separately 
assessed, meaning that if one or more obligors of a joint credit obligation default with their individual 
exposures and if after assessment at least one remaining co-obligor can fulfil the obligation, the JCO and 
co-obligor shall stay performing. 

Joint credit obligation with other obligors and connected with one of these defaulted clients must be 
separately assessed. 

If all individual obligors of a JCO default, all their JCOs with the same set of obligors (assigned to the same 
JO) are automatically considered as defaulted. 
The Bank’s definition of default status follows the regulatory requirements at the level of the Erste Group, 
translating them into five groups of default status events: 

- E1 – Unlikeliness to Pay (UTP) 

- E2 – The client is more than 90 days past due 

- E3 – Forbearance with default 

- E4 – Credit loss 

- E5 – Bankruptcy 

PD assessment process 

The process of PD assessment is done depending on the available data and the adequacy of data for a 
particular portfolio. Accordingly, the assessment of lifetime PDs is applied on the basis of the 
methodological concept of the parent group. 

For the portfolio of legal entities as well as private individuals, the method of analysing the average default 
rate is used. This method is based on counting all migrations from each default rating to default / non-
default over a given period.  

EAD (exposure at default) 
EAD, Exposure at Default, is the total exposure (amount) that is subject to credit risk provisions in 
accordance with IFRS 9. The Bank’s EAD calculation differs in the statement of financial position and off-
balance sheet. Generally, gross amortized cost (GCA) and potential future exposure are taken into 
account, which is the best estimate of the expenditure required in relation to the unconditional commitment 
of future borrowing or other off-balance items such as guarantees / letters of credit. Potential future 
exposure is estimated using a credit conversion factor (CCF), which can be defined as an indicator of 
utilization for off-balance sheet items such as guarantees, letters of credit and credit line instrument 
features (e.g. current debit or credit card), which is the uncertainty of the amount which is recognized as 
off-balance sheet reserve, which deals with various assets in accordance with the circumstances. 

In assessing potential future exposure, the Bank estimates the time and amount of potential cash outflows. 
Where the effect of the time value of money is significant, the amount of the provisioning should be the 
present value of the costs that are expected to be required to settle the obligation. 
The assessment of potential future exposure is differentiated for part of the portfolio that takes into account 
the expected cash flows from the repayment plan and that part of the portfolios for which it is not 
applicable. 

LGD 
The LGD (loss given default) parameter represents the percentage of outstanding exposure at the time of 
default (EAD) that is lost in the event of non‑payment. The general approach is that the Loss Given Default 
(LGD) parameter is estimated based on recovery indicators derived from migration matrices. The LGD 
applied by the Bank for calculating impairment losses on loans and other receivables is based on 
homogeneous groups and is ultimately calculated at the asset level, taking into account the remaining 
maturity of the exposure as well as the characteristics of the segment to which the asset relates. 
In addition, for exposures in default status, the Bank applies stricter LGD values than those calculated for 
certain retail portfolio segments, given that the sample size was relatively small. 
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28. RISK MANAGEMENT (CONTINUED) 

b) Credit risk management (continued) 

Forward looking information 

The Bank used supportable forward-looking information for measurement of ECL. To incorporate different 
macro scenarios the Bank used three different scenarios (downside, base, upside). Those scenarios are 
received from Erste Group. 

Last applied scenarios in 2025 are shown below: 

Scenario probabilities 

Scenarios 
Year 1 Year 2 Year 3 

2026. 2027. 2028. 

Downside 28% 28% 28% 

Base 50% 50% 50% 

Upside  22% 22% 22% 

 
GDP GROWTH 

Scenarios 

Year 1 Year 2 Year 3 

2026. 2027. 2028. 

Downside 0% 0.30% 0.50% 

Base 2.50% 2.80% 3.0% 

Upside  5.06% 5.36% 5.56% 

 
INFLATION - CPI 

Scenarios 
Year 1 Year 2 Year 3 

2026. 2027. 2028. 

Downside 7.16% 6.86% 7.06% 

Base 3.50% 3.20% 3.40% 

Upside  1.71% 1.49% 1.64% 

 
UNEMPLOYMENT 

Scenarios 
Year 1 Year 2 Year 3 

2026. 2027. 2028. 

Downside 13.12% 12.62% 12.22% 

Base 11.70% 11.20% 10.80% 

Upside  10.31% 9.81% 9.41% 

Probabilities of three scenarios (base, downside, upside) are calculated in coordination with Erste Group. 
For 2026 - 2028 macro variables used as received by Erste Group. 

Grouping of financial assets measured on collective approach basis  

The grouping of financial assets measured on collective approach basis is applied in the following cases: 

• Where there is no objective evidence of impairment or 

• When there is evidence of impairment, but exposure is not individually material. 

Grouping of financial assets measured on individual approach basis 

The grouping of financial assets measured on individual approach basis is made based on of valid 
regulatory guidelines that define the materiality threshold for exposures that are considered individually 
material. 

In the case of Sparkasse Bank dd BiH, this threshold is BAM 150 thousand. Individually material exposure 
is individually tested for objective evidence of impairment. 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued)   

Methodology for POCI 

POCI assets are not part of the transfer in Stages regardless of the change in the client's credit risk after 
initial recognition of POCI assets, POCI assets are subject to expected lifetime credit losses from initial 
recognition to full derecognition. Further, expected lifetime credit losses, expected on the date of initial 
recognition of POCI assets, must be taken into account when calculating the fair value of the asset at that 
date and are not recognized as provisions for credit losses (while subsequent changes to those initial 
expectations only result in recognition of the provision for impairment losses only if it results in lower 
expectations compared to the start date, while those that result in better expectations than the recognition 
date are recognized as an increase in the gross book value of POCI assets). For all these reasons, POCI 
is defined as a “Stage” per se, as POCI assets have never fully behaved either as Stage 3 assets or as 
Stage 2 or 1 assets, regardless of changes in client’s credit risk after initial recognition. According to the 
recommendations issued by the FBA, for all POCI contracts, after initial recognition at least minimum 
regulatory CLA is calculated based on the days past due. 

Significant increase of credit risk (SICR) 

The Bank based its estimate of significant increase in credit risk based on a regular monthly assessment 
of qualitative and/or quantitative indicators of creditworthiness of the client. Qualitative elements include 
indicators that are the result of a regular customer tracking process through the EWS system as well as 
other elements (e.g. days overdue, forbearance, workout and fraud status) and data available to the Bank. 
Quantitative elements rely on monitoring the absolute and relative change in the probability of default of a 
customer in relation to date of initial recognition of a particular financial placement. 

Credit exposure  

Credit exposure includes all financial instruments in Bank's portfolio except for cash in the register and 
CBBH account balances. 

Minimum rates for expected credit losses 

Decision on Credit Risk Management and Determining Expected Credit Losses (hereinafter the “Decision) 
prescribed minimum rates for expected credit losses for different stages. Moreover, the Decision of 
temporary measures to mitigate the rise in interest rates prescribed additional, more stringent rates for 
expected credit losses for contracts fulfilling the criteria described in the mentioned Decision. 

When it comes to value of expected credit losses calculated in accordance with methodology the Bank 
shall apply minimum rates of expected credit losses defined in this section, by using whichever is higher 
from following values: 

• value of expected credit losses calculated in accordance with internal methodology 

• value of expected credit losses calculated by using minimum rates of expected credit losses as 
defined by the Decision 

Those minimum rates are presented below.  

Minimum rates of expected credit losses for Stage 1 

For exposures classified into Stage 1, the Bank needs to determine and record in its books the expected 
credit losses in below given amounts as a minimum: 

1. for exposures with low credit risk– 0.1% of exposure, 
2. for exposures to central governments and central banks outside Bosnia and Herzegovina, which 

have credit evaluation from an acknowledged external institution for evaluation of credit rating 
which, in accordance with Article 69 of the Decision on calculation of bank capital are classified into 
medium credit quality 3 and 4 – 0.1% of exposure, 
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28. RISK MANAGEMENT (CONTINUED)    

b) Credit risk management (continued)   

Minimum rates of expected credit losses for Stage 1 (continued) 

3. for exposures to banks and other subjects from financial sector which have credit evaluation from 
an acknowledged external institution for evaluation of credit rating which, in accordance with Article 
69 of the Decision on calculation of bank capital are classified into credit quality levels 1, 2 or 3 – 
0.1% of exposure, 

4. for all other exposures – 0.5% of the exposure. 
5. for new credit exposures with a variable or fixed nominal interest rate to be allocated to the credit 

risk grade 1, in compliance with the provisions of Article 18 of the Decision on the Credit Risk 
Management and Determination of Expected Credit Losses, the bank shall not determine the 
expected credit losses in an amount below 2% of the exposure if a difference between the newly 
arranged effective interest rate and the effective interest rate applied by the bank, at the reference 
date, to the existing borrower with whom a new credit exposure shall be arranged, of similar 
characteristics and maturity, or in the case of the modifications to the existing credit exposure, i.e. 
if a difference between the arranged interest rate for a new borrower and the effective interest rate 
of the bank for borrowers with identical or similar characteristics and features of the risk as of the 
reference date shall be greater than the significant interest rate increase. 

The expected credit loss for exposures in form of cash in hand and cash at bank is 0%, provided that all 
conditions related to property protection prescribed by sub-legal act regulating system of internal controls 
in the Bank have been met. 

Minimum rates of expected credit losses for Stage 2 

For exposures classified into Stage 2, the Bank needs to determine and record in its books the expected 
credit losses in the minimum amount of 5% of exposure. 

For the existing credit exposures being previously allocated to the credit risk grade 2, in compliance with 
the provisions of Article 19 of the Decision on the Credit Risk Management and Determination of Expected 
Credit Losses, where the significant interest rate increase was identified during the credit exposure risk 
monitoring process, a bank shall not determine the expected credit losses in an amount below 12% of the 
exposure. 

Minimum rates of expected credit losses for Stage 3 

For exposures classified into Stage 3, the Bank needs to determine and record in its books the expected 
credit losses in amounts defined in Table 1 or Table 2, as a minimum. 

Minimum rates of expected credit losses for exposures secured by an acceptable collateral 
No. Days past due Minimum expected credit loss 

1. up to 180 days  15% 

2. from 181 to 270 days 25% 

3. from 271 to 365 days 40% 

4. from 366 to 730 days 60% 

5. from 731 to 1460 days 80% 

6. over 1460 days 100% 

Minimum rates of expected credit losses for exposures not secured by an acceptable collateral 
No. Days past due Minimum expected credit loss 

1. up to 180 days 15% 

2. from 181 to 270 days 45% 

3. from 271 to 365 days 75% 

4. from 366 to 456 days 85% 

5. over 456 days 100% 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued)   

Minimum rates of expected credit losses for Stage 3 (continued) 

The Bank determines minimum expected credit losses in accordance with diagram below: 

Exposure not secured by an acceptable collateral Expected losses in 
accordance with Table 1 

Exposure partially secured by an 
acceptable collateral 

Secured part 

Unsecured part 
Expected losses in 

accordance with Table 2 

If the Bank has undertaken the relevant legal actions and can document the likelihood of recovery from 
eligible collateral over the next three years, it is not required to increase the level of expected credit losses 
above 80% of the exposure. Therefore, the assessment of future cash flows from eligible collateral, 
discounted to present value, must exceed 20% of such exposure. 

If the Bank does not succeed in recovering the receivables within a three‑year period, it must recognize 
expected credit losses in its books in the amount of 100% of the exposure. 

In the case of restructured exposures, the Bank will, for each 12‑month period of the curing phase, 
maintain the level of expected credit losses at the same coverage ratio established at the time of granting 
the restructuring, which cannot be lower than 15% of the exposure. 

The Bank is required to determine and recognize expected credit losses in the amount of 100% of the 
exposure for every third and subsequent restructuring of a previously restructured exposure that, at the 
moment of restructuring, was classified in Stage 3 or as POCI, except in situations where the Bank has 
undertaken relevant legal actions and can document the likelihood of recovery from eligible collateral over 
the next three years; in such cases, it is not required to increase the level of expected credit losses above 
80% of the exposure. 

For exposures where the client has not fulfilled their obligations to the Bank within 60 days from the 
payment request issued under a previously provided guarantee, the Bank must determine and recognize 
expected credit losses in the amount of 100% of the exposure at the latest—except in situations where 
the Bank has undertaken relevant legal actions and can document the likelihood of recovery from eligible 
collateral over the next three years, in which case it is not required to increase the expected credit losses 
above 80% of the exposure. 

For NPLs, it is considered that the collectability of interest income is uncertain, and therefore recognition 
of such income in the statement of profit or loss will be deferred until collection. Such interest receivables 
will be recorded in the Bank’s books until collected. 

Minimum rates of expected credit losses for trade receivables, receivables from 
factoring and financial leasing, as well as other receivables 

Rates of expected credit losses for trade receivables, receivables from factoring and financial leasing, as 
well as other receivables are given in table below: 

Minimum rates of expected credit losses 
No. Days past due Minimum expected credit loss 

1. no default in materially significant amount 0.5% 

2. up to 30 days 2% 

3. from 31 to 60 days 5% 

4. from 61 to 90 days 10% 

5. from 91 to 120 days 15% 

6. from 121 to 180 days 50% 

7. from 181 to 365 days 75% 

8. over 365 days 100% 

When determining number of days past due for receivables, the Bank shall take into consideration default 
in repaying liabilities towards the bank in materially significant amount.
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28. RISK MANAGEMENT (CONTINUED) 

b) Credit risk management (continued) 

Reconciliation between the gross carrying amount and the carrying amount of the credit risk exposure components  

 

2025 
Credit risk exposure Credit loss 

allowances 
Adjustments 

(FVOCI) 
Net carrying amount  

Cash and cash balances - demand deposits to credit institutions  88,056  -337 -  87,719  

Debt instruments at FVOCI  218,029  -257 -4,376  213,396  

Debt securities 218,029 -257 -4,376  213,396  

Debt instruments at AC 1,895,346  -82,110  -    1,813,236  

Deposits with other banks  91,458  -130  -     91,328  

Loans and advances to customers  1,787,904  -79,551  -     1,708,353  

Other financial assets at amortised cost  15,984  -2,429 -  13,555  

Off balance-sheet exposures  497,738  -10,764 -  486,974  

Total  2,699,169  -93,468 -4,376  2,601,325  

     

 

2024 
Credit risk exposure Credit loss 

allowances 
Adjustments 

(FVOCI) 
Net carrying amount  

Cash and cash balances - demand deposits to credit institutions 78,302 -161 - 78,141 

Debt instruments at FVOCI 210,852 -211 -3,583 207,058 

Debt securities 210,852 -211 -3,583 207,058 

Debt instruments at AC 1,709,264 -79,487 - 1,629,777 

Deposits with other banks 94,618 -94 - 94,524 

Loans and advances to customers 1,598,387 -76,162 - 1,522,225 

Other financial assets at amortised cost 16,259 -3,231 - 13,028 

Off balance-sheet exposures 552,703 -10,810 - 541,893 

Total 2,551,121 -90,669 -3,583 2,410,012 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Credit risk exposure by counterparty sector and financial instrument 
 

2025 

Cash and cash 
balances – 

demand 
deposits to 

credit 
institutions 

Non-trading 
debt 

instruments at 
FVTPL 

Debt 
instruments at 

FVTOCI 

At amortised cost  Off-balance 
sheet 

exposures 

Total 

Loans and 
advances to 

banks 

Loans and 
advances to 

customers 

Other 
financial 
assets at 

amortised 
cost 

General governments -                           -                  208,512                   -               58,507  1 502 267,522 

Credit institutions 88,056                         -                      9,517           91,458                     -    9,157 6,646 204,834 

Other financial corporations -                           -                           -                     -               26,171  - 3,458 29,629 

Non-financial corporations -                           -                           -                     -             911,997  5,051 449,001 1,366,049 

Households -                           -                           -                     -             791,229  1,775 38,131 831,135 

Total 88,056 - 218,029 91,458 1,787,904 15,984 497,738 2,699,169 

 

2024 

Cash and cash 
balances – 

demand 
deposits to 

credit 
institutions 

Non-trading 
debt 

instruments at 
FVTPL 

Debt 
instruments at 

FVTOCI 

At amortised cost  Off-balance 
sheet 

exposures 

Total 

Loans and 
advances to 

banks 

Loans and 
advances to 

customers 

Other 
financial 
assets at 

amortised 
cost 

General governments - - 210,852 - 43,226 1 1,100 255,179 

Credit institutions 78,302 - - 94,618 - 7,919 7,647 188,486 

Other financial corporations - - - - 15,573 - 1,304 16,877 

Non-financial corporations - - - - 831,552 6,002 505,681 1,343,235 

Households - - - - 708,036 2,337 36,971 747,344 

Total 78,302 - 210,852 94,618 1,598,387 16,259 552,703 2,551,121 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Credit risk exposure by industry and financial instrument 
 

2025 

Cash and cash 
balances – 

demand 
deposits to 

credit 
institutions 

Non-trading 
debt 

instruments 
at FVTPL 

Debt 
instruments at 

FVOCI 

At amortised cost  Off balance-
sheet 

exposures 

Total 

Loans and 
advances to 

banks 

Loans and 
advances to 

customers 

Other 
financial 
assets at 
amortised 

cost 

I. Natural Resources & Commodities                       -                    -                           -                    -     79,590 38 28,810          108,438     

II. Energy                       -                    -                           -                    -     96,787 291 27,020          124,098     

III. Construction and building materials                       -                    -                           -                    -     213,811 139 149,961          363,911     

IV. Automotive                       -                    -                           -                    -     43,775 37 33,963            77,775     

V. Cyclical Consumer Products                       -                    -                           -                    -     148,941 943 44,922          194,806     

VI. Non-Cyclical Consumer Products                       -                    -                           -                    -     115,283 197 35,348          150,828     

VII. Machinery                       -                    -                           -                    -     35,597 6 16,718            52,321     

VIII. Transportation                       -                    -                           -                    -     42,058 36 45,322            87,416     

IX. TMT; Telecommunications, Media, 
Technology and Paper & Packaging                       -                    -                           -                    -     51,089 30 36,320            87,439     

X. Healthcare & Services                       -                    -                           -                    -     34,734 69 29,872            64,675     

XI. Hotels, Gaming & Leisure Industry                       -                    -                           -                    -     34,069 129 1,852            36,050     

XII. Real Estate                       -                    -                           -                    -     27,715 6 558            28,279     

XIII. Public Sector                       -                    -     208,512                -     58,506 1 200          267,219     

XIV. Financial Institutions 88,056                - 9,517 91,458 26,485 12,771 10,342          238,629     

XV. Private Households                -                -                -                - 779,464 1,291 36,530          817,285     

Total 88,056     -    218,029   91,458     1,787,904    15,984     497,738     2,699,169     
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Credit risk exposure by industry and financial instrument (continued) 

 

2024 

Cash and cash 
balances – 

demand 
deposits to 

credit 
institutions 

Non-trading 
debt 

instruments 
at FVTPL 

Debt 
instruments 

at FVOCI 

At amortised cost  Off balance-
sheet 

exposures 

Total 

Loans and 
advances to 

banks 

Loans and 
advances to 
customers 

Other 
financial 
assets at 
amortised 

cost 

I. Natural Resources & Commodities - - - - 82,085 98 29,168 111,351 

II. Energy - - - - 70,382 276 35,911 106,569 

III. Construction and building materials - - - - 178,105 85 163,821 342,011 

IV. Automotive - - - - 33,096 33 32,931 66,060 

V. Cyclical Consumer Products - - - - 144,428 1,564 56,247 202,239 

VI. Non-Cyclical Consumer Products - - - - 84,887 190 43,942 129,019 

VII. Machinery - - - - 26,874 5 22,472 49,351 

VIII. Transportation - - - - 55,437 62 48,354 103,853 

IX. TMT; Telecommunications, Media, Technology  - - - - 63,824 25 37,336 101,185 

X. Healthcare & Services - - - - 26,566 60 33,993 60,619 

XI. Hotels, Gaming & Leisure Industry - - - - 51,151 108 3,347 54,606 

XII. Real Estate - - - - 24,735 5 900 25,640 

XIII. Public Sector - - 210,852 - 43,060 21 - 253,933 

XIV. Financial Institutions 78,302 - - 94,618 15,927 11,760 9,176 209,783 

XV. Private Households - - - - 697,830 1,967 35,105 734,902 

Total 78,302 - 210,852 94,618 1,598,387 16,259 552,703 2,551,121 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Credit risk exposure by industry and stage 
 

 
  

2025 
Stage 1 Stage 2 Stage 3 POCI Total Credit risk exposure (AC and FVOCI) 

I. Natural Resources & Commodities  89,932      18,052      454      -        108,438     

II. Energy  96,749      22,173      5,176      -        124,098     

III. Construction and building materials  316,482      43,907      3,501      21      363,911     

IV.  Automotive  58,815      18,890      70      -        77,775     

V. Cyclical Consumer Products  138,854      50,426      2,968      2,558      194,806     

VI. Non-Cyclical Consumer Products  134,991      13,924      1,269      644      150,828     

VII. Machinery  47,959      4,359      3      -        52,321     

VIII. Transportation  65,644      20,673      992      107      87,416     

IX. TMT; Telecommunications, Media  70,082      17,303      45      9      87,439     

X. Healthcare & Services  63,961      497      217      -        64,675     

XI. Hotels, Gaming & Leisure Industry  23,711      11,415      518      406      36,050     

XII. Real Estate  23,424      4,849      6      -        28,279     

XIII. Public Sector  240,109      27,110     -      -        267,219     

XIV. Financial Institutions  237,315      87      1,227      -        238,629     

XV. Private Households  651,668      132,012      32,782      823      817,285     

Total  2,259,696      385,677      49,228      4,568      2,699,169     
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Credit risk exposure by industry and stage (continued) 
 

  

2024 
Stage 1 Stage 2 Stage 3 POCI Total Credit risk exposure (AC and FVOCI) 

I. Natural Resources & Commodities 97,696 13,135 520 - 111,351 

II. Energy 85,022 16,390 5,157 - 106,569 

III. Construction and building materials 292,309 48,039 1,640 23 342,011 

IV.  Automotive 43,844 22,150 66 - 66,060 

V. Cyclical Consumer Products 154,254 41,280 3,947 2,758 202,239 

VI. Non-Cyclical Consumer Products 120,285 6,539 1,505 690 129,019 

VII. Machinery 44,154 5,194 3 - 49,351 

VIII. Transportation 78,472 24,174 1,175 32 103,853 

IX. TMT; Telecommunications, Media, Technology  89,667 11,454 39 25 101,185 

X. Healthcare & Services 53,890 5,874 826 29 60,619 

XI. Hotels, Gaming & Leisure Industry 20,820 32,836 549 401 54,606 

XII. Real Estate 14,527 11,108 5 - 25,640 

XIII. Public Sector 245,589 8,342 2 - 253,933 

XIV. Financial Institutions 208,340 540 903 - 209,783 

XV. Private Households 593,819 105,825 34,025 1,233 734,902 

Total 2,142,688 352,880 50,362 5,191 2,551,121 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Credit risk exposure by region and stage 

 
2025 Stage 1 Stage 2 Stage 3 POCI Total Credit risk exposure (AC and FVOCI) 

Erste Grupe market  116,788      -        -        -        116,788     

Austria  48,673      -        -        -        48,673     

Czech Republic -  -        -        -        -       

Croatia  68,115      -        -        -        68,115     

Serbia -  -        -        -        -       

Other European Union  137,900      -        -        -        137,900     

Slovenia  17,560     - - -  17,560     

Other EU Countries  120,340     - - -  120,340     

Emerging markets  2,005,008      385,677      49,228      4,568      2,444,481     

BiH  2,005,008      385,677      49,228      4,568      2,444,481     

Total  2,259,696      385,677      49,228      4,568      2,699,169     

 
2024 Stage 1 Stage 2 Stage 3 POCI Total Credit risk exposure (AC and FVOCI) 

Erste Grupe market 86,106 - - - 86,106 

Austria 75,112 - - - 75,112 

Czech Republic - - - - - 

Croatia 10,994 - - - 10,994 

Serbia - - - - - 

Other European Union 54,653 - - - 54,653 

Slovenia - - - - - 

Other EU Countries 54,653 - - - 54,653 

Emerging markets 2,001,929 352,880 50,362 5,191 2,410,362 

BiH 2,001,929 352,880 50,362 5,191 2,410,362 

Total 2,142,688 352,880 50,362 5,191 2,551,121 
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28. RISK MANAGEMENT (CONTINUED)  

b) Credit risk management (continued) 

Recognition of credit collateral 

The recognition of credit collateral is a regulatorily and internally controlled process through which the 
Bank identifies, assesses, and accepts assets provided by clients as security for credit exposures. The 
purpose of collateral recognition is to reduce credit risk and ensure adequate protection for the Bank 
against potential losses in the event that the debtor fails to meet contractual obligations. 

Within this process, the Bank assesses the value, quality, and marketability of the collateral, taking into 
account the legal validity of the security instruments and the possibility of their realization within a 
reasonable period. Only collateral that meets the defined internal criteria and regulatory requirements is 
recognized for credit risk management purposes and, where applicable, for regulatory purposes of 
reducing risk‑weighted exposure. 

The collateral recognition process is continuously monitored throughout the duration of the credit 
relationship, including regular updates of valuation assessments and monitoring of changes that may 
affect its effectiveness as a security instrument. 

Here are key aspects of recognizing credit collateral: 

• Collateral Valuation: Bank determines the current market value of the collateral to ensure it is 
sufficient to cover the loan amount in case of default 

• Risk Assessment: The bank assesses the probability that the collateral will be adequate to cover 
potential losses if the borrower defaults on the loan 

• Regulatory Compliance: Bank must comply with financial regulations, such as those set by the 
Basel Framework, which require them to maintain adequate capital against potential credit risks 

• Eligibility Criteria: Bank has specific criteria for what assets can be used as collateral, often 
requiring high credit standards and marketability 

Main types of credit collateral 

Mostly, the following types of credit collateral are accepted: 

− real estate: residential and commercial real estate; 

− financial collateral: securities, cash deposits and life insurance policies; 

− guarantees: issued by public sector entities, financial institutions, non-financial institutions and 
households. All guarantors must have a minimum credit rating, which is reviewed annually; 

− movables: equipment, investment goods, machinery and motor vehicles; 

− claims and rights: trade account receivables, leasehold rights and shares in a company’s capital. 
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28. RISK MANAGEMENT (CONTINUED)    

b) Credit risk management (continued) 

Collateral valuation and management 

The assessment of collateral is based on current market values, applying conservative assumptions that 
reflect the amount that can be recovered within a reasonable period in the event of collateral realization. 
The Bank has clearly defined collateral valuation processes, whose operational implementation is 
supported by appropriate IT systems and a dedicated local collateral management team. The recognized 
value of collateral is at all times limited to the amount of the related credit exposure. 

Real estate valuations may be performed exclusively by qualified and licensed appraisers who are 
functionally and organizationally independent from the credit‑decision process. Valuations are prepared 
in accordance with applicable international, European, or national valuation standards, applying valuation 
methodologies defined in the Bank’s internal regulations. Depending on the type of asset and its 
characteristics, market (comparative), income, and cost approaches to valuation are applied. 

The Bank’s internal guidelines prescribe the professional qualification criteria, required experience, and 
independence requirements for the selection of appraisers. To preserve the objectivity of valuations, the 
same appraiser may perform a maximum of two consecutive valuations of the same property, while each 
subsequent valuation must be carried out with mandatory rotation of the appraiser. To ensure quality and 
consistency, the Bank continuously monitors the work of appraisers and performs oversight of completed 
real estate valuations. 

Recognition of Credit Collateral 

To ensure compliance with Basel III standards, as well as with the standards and regulations of the local 
regulator, the frequency of collateral revaluation and monitoring is determined based on the “stricter” 
requirement, meaning whichever requirement mandates more frequent assessment. In addition to 
periodic revaluations, collateral is reassessed when information becomes available indicating a 
decrease in its value due to exceptional circumstances, or when predefined triggers are breached. 
Collateral related to properties under construction—especially when significant cost overruns or delays 
are identified—as well as collateral securing lower‑quality credit exposures, is monitored or revalued 
more frequently. 

To ensure full compliance with the Basel framework (Basel III), as well as applicable standards and 
regulations of the local regulator, the frequency of collateral monitoring and revaluation is determined by 
applying the stricter criterion, i.e., the one requiring more frequent assessment. 

In addition to regular, periodic revaluations, collateral is reassessed when information becomes available 
indicating a potential decline in its value due to exceptional circumstances, as well as upon activation of 
predefined triggers. 

Special attention is given to collateral related to properties under construction, particularly in situations 
where significant cost or time overruns have been identified, as well as to collateral securing credit 
exposures of lower credit quality. Such collateral is subject to enhanced monitoring and, where 
necessary, more frequent revaluations to enable timely credit risk management. 
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28. RISK MANAGEMENT (CONTINUED)    

b) Credit risk management (continued) 

Collateral Valuation Rates (continued) 

The valuation rates applied in the assessment of collateral must reflect realistic and conservative 
expectations regarding recoverable proceeds in the event of collateral realization. Since these rates are 
defined at the level of collateral categories and subcategories, rather than for individual cases, the actual 
amount recovered may vary. For this reason, average, empirically based values are used when 
determining valuation rates. Each collateral subcategory has predefined valuation rates. 

The discounts (haircuts) applied to these valuation rates take into account valuation risks, market risks, 
and recovery risks, including the liquidity of the collateral and the costs of realization. 

Valuation rates, which may be defined as a fixed percentage or a percentage range, must be implemented 
and coded within the Bank’s local IT systems to ensure consistent and automated application in the 
collateral management process. 

The Erste Group Collateral Catalogue defines the maximum allowed valuation rates for all types of 
collateral, which serve as upper limits for the local collateral catalogues. These maximum rates may be 
applied at the local level only if they are supported by adequate and calculated collateral recovery ratios. 
Otherwise, the Bank is required to apply more conservative, lower valuation rates. 

The valuation methodologies and corresponding discounts are based on empirical data from previous 
periods, including historical data on collateral realizations and recovery outcomes. The valuation discounts 
are reviewed and, where necessary, adjusted at least once a year to reflect realized recoveries and 
foreseeable market developments, including expected changes in real estate prices and other relevant 
market trends. 
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28. RISK MANAGEMENT (CONTINUED) 

b) Credit risk management (continued) 

Credit risk exposure by financial instrument and collateral 

 

2025 

Total credit 
risk 

exposure 

Collateral
s total 

Collateralised by Credit risk 
exposure net of 

collateral 

IFRS9 impairment relevant 

Guarantees Real estate Other Neither past due 
nor credit 
impaired 

Past due 
but not 

credit 
impaired 

Credit 
impaired 

Cash and cash balances - demand deposits to 
credit institutions  88,056   -     -     -     -     88,056   88,056   -     -    

Debt instruments at FVOCI  218,029   -     -     -     -     218,029   218,029   -     -    

Debt instruments at AC 1,895,346 584,905 29,691 478,900 76,314 1,310,441 1,779,065 64,801 51,480 

Loans and advances to banks 91,458 - - - - 91,458 91,458 - - 

Loans and advances to customers 1,787,904 584,905 29,691 478,900 76,314 1,202,999 1,674,330 64,801 48,773 

Other financial assets at amortised cost 15,984 -  -  -  -  15,984 13,277 -  2,707 

Off balance-sheet exposures 497,738 27,359 - 18,602 8,757 470,379 461,465 34,466 1,807 

Total 2,699,169 612,264 29,691 497,502 85,071 2,086,905 2,546,615 99,267 53,287 

 

2024 

Total credit 
risk 

exposure 

Collateral
s total 

Collateralised by Credit risk 
exposure net of 

collateral 

IFRS9 impairment relevant 

Guarantees Real estate Other 
 

Neither past due 
nor credit 
impaired 

Past due 
but not 

credit 
impaired 

Credit 
impaired 

Cash and cash balances - demand deposits to 
credit institutions 78,302 - - - - 78,302 78,302 - - 

Debt instruments at FVOCI 210,852 - - - - 210,852 210,852 - - 

Debt instruments at AC 1,709,264 551,166 52,103 441,708 57,355 1,158,098 1,576,980 77,445 54,839 

Loans and advances to banks 94,618 - - - - 94,618 94,618 - - 

Loans and advances to customers 1,598,387 551,166 52,103 441,708 57,355 1,047,221 1,469,162 77,445 51,780 

Other financial assets at amortised cost 16,259 - - - - 16,259 13,200 - 3,059 

Off balance-sheet exposures 552,703 32,496 - 23,889 8,607 520,207 511,760 40,915 28 

Total 2,551,121 583,662 52,103 465,597 65,962 1,920,602 2,337,894 118,360 54,867 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Information on performing and non-performing exposures 
 

2025 
Stage Central 

banks 
General 

governments 
Credit 

institutions 
Other 

financial 
corporations 

Non-financial 
corporations 

Households Total 

Performing 

Not past due or Past due <= 30 
days 

S1  -   240,411   204,012   29,629   1,123,835   661,809   2,259,696  

S2  -   27,110   -     -     221,129   132,037   380,276  

S3  -     -     -     -     -     -     -    

POCI  -     -     -     -     81   409   490  

Past due > 30 days <= 90 days 

S1  -     -     -     -     -     -     -    

S2  -     -     -     -     2,668   2,733   5,401  

S3  -     -     -     -     -     -     -    

POCI  -     -     -     -     -     19   19  

Non-
performing 

Unlikely to pay that are not past-
due or past-due < = 90 days 

S3  -   1   822   -     1,045   4,833   6,701  

POCI  -     -     -     -     3,074   300   3,374  

Past due > 90 days <= 180 days 
S3  -     -     -     -     198   2,367   2,565  

POCI  -     -     -     -     -     2   2  

Past due > 180 days <= 1 year 
S3  -     -     -     -     127   4,674   4,801  

POCI  -     -     -     -     414   13   427  

Past due > 1 year <= 5 years 
S3  -     -     -     -     12,529   21,030   33,559  

POCI  -     -     -     -     176   80   256  

Past due > 5 years 
S3  -     -     -     -     773   829   1,602  

POCI  -     -     -     -     -     -     -    

Total 2,699,169 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued) 

Information on performing and non-performing exposures (continued) 

 

2024 
Stage Central 

banks 
General 

governments 
Credit institutions Other 

financial 
corporations 

Non-financial 
corporations 

Households Total 

Performing 

Not past due or Past due <= 30 
days 

S1 - 246,836 187,569 16,578 1,086,876 604,829 2,142,688 

S2 - 8,342 - 300 234,817 104,453 347,912 

S3 - - - - - - - 

POCI - - - - 135 547 682 

Past due > 30 days <= 90 days 

S1 - - - - - - - 

S2 - - 16 - 2,828 2,124 4,968 

S3 - - - - - - - 

POCI - - - - - 5 5 

Non-
performing 

Unlikely to pay that are not past-
due or past-due < = 90 days 

S3 - 1 901 - 816 5,474 7,192 

POCI - - - - 3,753 272 4,025 

Past due > 90 days <= 180 days 
S3 - - - - 195 2,690 2,885 

POCI - - - - 15 - 15 

Past due > 180 days <= 1 year 
S3 - - - - 1,012 5,405 6,417 

POCI - - - - - - - 

Past due > 1 year <= 5 years 
S3 - - - - 11,552 20,617 32,169 

POCI - - - - 53 405 458 

Past due > 5 years 
S3 - - - - 1,181 518 1,699 

POCI - - - - 2 4 6 

Total 2,551,121 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued)  

Information on performing and non-performing impairment (continued) 

 

2025 Stage 
Central 
banks 

General 
governments 

Credit 
institutions 

Other 
financial 

corporations 

Non-financial 
corporations 

Households Total 

Performing 

Not past due or Past due <= 30 days 

S1 - -840 -673 -427 -13,650 -4,652 -20,242 

S2 - -2,312 - - -13,671 -10,084 -26,067 

S3 - - - - - - - 

POCI - - - - -12 -61 -73 

Past due > 30 days <= 90 days 

S1 - - - - - - - 

S2 - - - - -157 -674 -831 

S3 - - - - - - - 

POCI - - - - - -3 -3 

Non-
performing 

Unlikely to pay that are not past-due 
or past-due < = 90 days 

S3 - -1 -822 - -737 -3,213 -4,773 

POCI - - - - -2,067 -56 -2,123 

Past due > 90 days <= 180 days 
S3 - - - - -198 -1,074 -1,272 

POCI - - - - - -2 -2 

Past due > 180 days <= 1 year 
S3 - - - - -127 -3,143 -3,270 

POCI - - - - -319 -6 -325 

Past due > 1 year <= 5 years 
S3 - - - - -12,184 -20,494 -32,678 

POCI - - - - -136 -73 -209 

Past due > 5 years 
S3 - - - - -771 -829 -1,600 

POCI - - - - - - - 

Total -93,468 
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28. RISK MANAGEMENT (CONTINUED)     

b) Credit risk management (continued)  

Information on performing and non-performing impairment (continued) 
 

2024 Stage 
Central 
banks 

General 
governments 

Credit institutions Other financial 
corporations 

Non-financial 
corporations 

Households Total 

Performing 

Not past due or Past due <= 30 
days 

S1 - -914 -469 -274 -13,587 -3,978 -19,222 

S2 - -497 - -55 -16,295 -8,122 -24,969 

S3 - - - - - - - 

POCI - - - - -20 -71 -91 

Past due > 30 days <= 90 days 

S1 - - - - - - - 

S2 - - -2 - -366 -518 -886 

S3 - - - - - - - 

POCI - - - - - -1 -1 

Non-
performing 

Unlikely to pay that are not past-
due or past-due < = 90 days 

S3 - -1 -898 - -613 -3,858 -5,370 

POCI - - - - -621 -49 -670 

Past due > 90 days <= 180 days 
S3 - - - - -148 -1,260 -1,408 

POCI - - - - -2 - -2 

Past due > 180 days <= 1 year 
S3 - - - - -1,012 -3,678 -4,690 

POCI - - - - - - - 

Past due > 1 year <= 5 years 
S3 - - - - -11,343 -20,007 -31,350 

POCI - - - - -54 -342 -396 

Past due > 5 years 
S3 - - - - -1,090 -518 -1,608 

POCI - - - - -2 -4 -6 

Total -90,669 
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28. RISK MANAGEMENT (CONTINUED)     

c) Market risk management  

Market risk in the trading book is the risk that the value of assets and liabilities in the Bank’s trading book will 
decrease due to movements in market factors. Market risk arises from uncertainties related to changes in 
market prices and rates (including equity prices, foreign exchange rates, and commodity prices), the 
correlations among them, and their levels of volatility. These changes in market value may be reflected in the 
profit and loss statement, the statement of comprehensive income, or in hidden reserves. According to the 
local risk taxonomy, market risk comprises foreign exchange risk and credit spread risk. The methods for 
measuring these types of risks include the local regulatory capital requirements for the respective risks relative 
to the available coverage capacity, as well as the open FX position. 

The Treasury function supports business operations, coordinates access to domestic and international 
markets, and monitors and manages the financial risks related to the Bank’s operations through internal risk 
reports that analyze exposure by risk level and impact. These risks include market risk (including foreign 
exchange risk and fair value interest rate risk), liquidity risk, and cash‑flow interest rate risk. 

d)  Currency risk management 

The Bank is exposed to various types of risks arising from foreign exchange movements. This includes the 
risk of an open foreign exchange position and other related risks. The open foreign exchange position risk is 
the risk associated with the mismatch between assets and liabilities in a given currency or with foreign 
exchange derivatives. This type of risk may arise from client transactions or from proprietary trading, and it is 
monitored and managed on a daily basis. Exposure to foreign exchange risk is limited by regulatory and 
internal limits. Internal limits are set by the Bank’s Management Board. 

The following table shows the largest open currency positions at 31 December 2025 and 31 December 2024: 

  2025 2024 

Euro 1,846  2,543 

American dollar -277  -193 

Other -274  455 

Foreign currency sensitivity analysis  

The Bank is mainly exposed to EUR, USD and other currencies. Since Convertible Mark (BAM) is pegged to 
EUR, the Bank is not exposed to risk of change of EUR exchange rate.  

The following table details the Bank’s sensitivity to a 10% increase and decrease in BAM against USD and 
other currencies. 10% is the sensitivity rate used when reporting foreign currency risk internally to key 
management personnel and represents management’s assessment of the reasonably possible change in 
foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency denominated 
monetary items in currencies different from lender and borrower currencies. A positive number below 
indicates an increase in profit or other capital where BAM strengthens 10% against other relevant currency. 
For a 10% weakening of BAM against other relevant currency, there would be an equal and opposite impact 
on the profit, and the balances below would be negative. 

 
 USD Effect 

  2025 2024 

Gain / (loss) 28  20 
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28. RISK MANAGEMENT (CONTINUED)     

e) Liquidity risk management 

The ultimate responsibility for liquidity risk management lies with the Management Board, which has 
established an appropriate liquidity risk management framework to address the Bank’s short‑term, 

medium‑term, and long‑term liquidity needs. The Bank manages this risk by maintaining adequate reserves, 
borrowing from other banks and financial institutions, and through other funding sources, while continuously 
monitoring forecasted and actual cash flows and comparing the maturities of financial assets and liabilities. 

The following table provides a detailed overview of the remaining contractual maturities of the Bank’s financial 
assets. The table is prepared based on undiscounted cash flows of financial assets, including the interest that 
will be earned on those assets, except for assets for which the Bank expects the cash flow to occur in another 
period. 

The following table shows the other contractual maturities of the Bank’s financial assets. The table is prepared 
based on undiscounted cash flows of financial assets. 

In 2025, customer deposits remained the primary source of funding. The growth in the loan portfolio was 
financed by inflows from customer deposits and by drawing deposits from the parent Bank. 

The liquidity indicator as of 31 December 2025 amounts to 194.21% (2024: 215.87%). 
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28. RISK MANAGEMENT (CONTINUED)    

e) Liquidity risk management (Continued) 

Liquidity and interest risk tables 

Maturity for financial assets 

 
Weighted average 

effective interest rate 
Less than 1 

month 
2 to 3 months 4 months to 1 

year 
1 to 5 years Over 5 years Total 

2025        

Non-interest bearing        

       Cash balances as CBBiH - 59,285 - - - - 59,285 

       Cash on hand - 109,521 - - - - 109,521 

Fixed interest rate instruments        

       Cash balances as CBBiH - - - - - - - 

       Other demand deposits 2.39% 179,215 - - - - 179,215 

       Deposits with other banks - - - - - - - 

       Loans and advances to customers 4.36% 53,565 78,285 310,452 372,301 698,355 1,512,958 

       Debt securities 2.00% - 8,743 17,053 128,813 58,790 213,399 

Variable interest rate instruments        

       Cash balances as CBBiH 0.36% 271,222 - - - - 271,222 

       Other demand deposits - - - - - - - 

       Deposits with other banks - - - - - - - 

       Loans and advances to customers 4.68% 6,273 78 3,899 93,677 169,228 273,155 

  679,081 87,106 331,404 594,791 926,373 2,618,755 
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28. RISK MANAGEMENT (CONTINUED)     

e) Liquidity and interest risk tables(continued) 

Liquidity and interest risk tables 

Maturity for financial assets 

 
Weighted average 

effective interest rate 
Less than 1 

month 
2 to 3 months 4 months to 1 

year 
1 to 5 years Over 5 years Total 

2024        

Non-interest bearing        

       Cash balances as CBBiH - 90,222 - - - - 90,222 

       Cash on hand - 120,708 - - - - 120,708 

Fixed interest rate instruments        

       Cash balances as CBBiH - - - - - - - 

       Other demand deposits 3.61% 172,320 - - - - 172,320 

       Deposits with other banks - - - - - - - 

       Loans and advances to customers  5.02% 89,795 60,648 277,777 289,211 563,769 1,281,200 

       Debt securities 1.61% 2,012 8,661 45,628 117,406 32,034 205,741 

Variable interest rate instruments        

       Cash balances as CBBiH 0.40% 199,816 - - - - 199,816 

       Other demand deposits - - - - - - - 

       Deposits with other banks - - - - - - - 

       Loans and advances to customers 5.01% 10,129 80 9,743 127,941 212,161 360,054 

  685,002 69,389 333,148 534,558 807,964 2,430,061 
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28. RISK MANAGEMENT (CONTINUED)    

e)  Liquidity risk management (Continued) 

Liquidity and interest risk tables 

The following table details the Bank’s remaining contractual maturity for its non-derivative financial liabilities. The tables have been drawn up based on the undiscounted cash 
flows of financial liabilities based on the earliest date on which the Bank can be required to pay. The table principal cash flows. 

Maturity for financial liabilities 

 
Weighted average 

effective interest rate 
Less than 1 

month 
2 to 3 months 4 months to 1 

year 
1 to 5 years Over 5 years Total 

2025        

Non-interest bearing        

      Deposits from customers and banks  1,145,814 - - - - 1,145,814 

Variable interest rate instruments        

      Deposits from customers and banks 4,76% - - - 33,249 - 33,249 

      Borrowings 3,25% - 1,956 1,956 9,779 - 13,691 

      Subordinated loans 5,77% - - - 9,779 23,470 33,249 

Fixed interest rate instruments        

      Deposits from customers and banks 1,77% 248,281 63,611 244,442 355,394 8,641 920,369 

      Borrowings 3,26% 5,085 782 5,867 4,694 - 16,428 

   1,399,180 66,349 252,265 412,895 32,111 2,162,800 

2024        

Non-interest bearing        

      Deposits from customers and banks  988,841 - - - - 988,841 

Variable interest rate instruments        

      Deposits from customers and banks 6,52% - - - 15,647 - 15,647 

      Borrowings 2,04% - - 9,500 13,691 - 23,191 

      Subordinated loans 7,05% - - - 9,779 23,470 33,249 

Fixed interest rate instruments        

      Deposits from customers and banks 1,63% 245,025 123,740 192,970 353,181 11,625 935,540 

      Borrowings 3,54% 3,129 - 6,650 16,249 - 26,208 

   1,236,995 132,740 209,120 408,727 35,095 2,022,676 

 
The Bank expects to meet other operating cash flow and cash inflow obligations. 
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29. FAIR VALUE MEASUREMENT 

This note provides information about how the Bank determines fair values of various financial assets 
and financial liabilities.   

29.1 Fair value of the Company's financial assets and financial liabilities that are measured at 
fair value on a recurring basis 

Some of the Bank’s financial assets and financial liabilities are measured at fair value at each reporting date. 
The following sections provide information on how the fair values of these financial assets and financial 
liabilities are determined (specifically, the valuation techniques and input data used). 

Fair value measurement is primarily based on external data sources (stock‑exchange prices or broker 
quotations in highly liquid market segments). Financial instruments whose fair value is determined based on 
quoted market prices mainly include listed securities and listed derivatives, as well as liquid OTC bonds. 

When the fair value of financial assets and financial liabilities recorded in the balance sheet cannot be 
determined based on active markets, it is established using various valuation techniques involving the use of 
mathematical models. The input data for these models, where possible, are derived from observable market 
data; however, when such data are not available, judgment must be applied to determine fair value. The use 
of unobservable inputs is particularly significant in models used for valuing loans and unlisted equity 
investments. 

When external data sources are not available and the instruments trade in less liquid market segments, a 
credit‑spread approach is applied to determine fair value. 
Fair value for all financial instruments is measured on a continuous basis. 
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29. FAIR VALUE MEASUREMENT (CONTINUED) 

29.1 Fair value of the Company's financial assets and financial liabilities that are measured at fair value on a recurring basis (continued) 

 

Financial assets/ financial liabilities 
Fair value as at 

                    31 December 2025                                                      31 December 2024 

Fair value 
Hierarchy as at 31 
December 2025 

Valuation 
technique(s) and 
key input(s) 

Non-trading financial assets at fair 
value through profit or loss 

Listed equity securities on stock exchanges in 
other countries:  

Listed equity securities on stock exchanges in other 
countries:  

 Carrying amount of 
the investment 

 Belgium –348 thousand BAM •  Belgium –299 thousand BAM Level 3 

Financial assets at fair value through 
other comprehensive income (Note 5)  

Listed debt securities in stock exchange in other 
countries:  

Listed debt securities in stock exchange in other 
countries:  

Level 1  
  • Croatia – 10,529 thousand BAM (A-) • Croatia – 8,872 thousand BAM (A-)  

 

• Austria – 48,585 thousand BAM (AA+) • Austria – 45,596 thousand BAM (AA+) Quated bid prices in  
an active market • Belgium – 17,911 thousand BAM (AA) • Belgium – 19,899 thousand BAM (AA)  

• France – 11,894 thousand BAM (A+) • France – 16,259 thousand BAM (AA-) 

• Slovenia – 16,505 thousand BAM (AA) • Slovenia - 16,302 thousand BAM (AA-) 

• European Investment Bank (EIB)– 
9,669 thousand BAM (AAA) 

• FBiH Ministry of Finance 19,758 
thousand BAM (B+) 

  

 
 
 
 
 

Listed debt securities in stock exchange in Bosnia 
and Herzegovina:  

Listed debt securities in stock exchange in Bosnia 
and Herzegovina:  

 

Weighted-average 
credit margin  

• FBiH Ministry of Finance 65,685 
thousand BAM (B+) 

• FBiH Ministry of Finance - 80,405 thousand 
BAM (B+) 

Level 2 
• RS Ministry of Finance – 13,117 

thousand BAM (B+) 

• RS Ministry of Finance – 19,936 thousand 
BAM (B+) 
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29. FAIR VALUE MEASUREMENT (CONTINUED) 

29.2 Fair value of the Bank's financial assets and financial liabilities that are not measured at fair value on a recurring basis, from period to period (but 
fair value disclosures are required) 

Except as detailed in the following table, the Management consider that the carrying amounts of financial assets and financial liabilities recognised in the financial statements 
approximate their fair values. 

  2025 2024 

  

Book 
value 

Fair value Quoted 
market 

prices in 
active 

markets 

Valued 
according 
to a model 

based on 
available 

market 
data 

Valued according 
to a model based 

on unavailable 
data 

Book value Fair value Quoted 
market 

prices in 
active 

markets 

Valued 
according 
to a model 

based on 
available 

market 
data 

Valued 
according 
to a model 

based on 
unavailable 

data 

Level 1 Level 2 Level 3 Level 1 Level 2 Level 3 

ASSETS                   

Cash and cash balances 256,466 256,466 - - - 288,980 288,980 - - - 

Financial assets at amortised cost 2,025,040 1,995,580 - - 1,995,580 1,829,467 1,817,915 - - 1,817,916 

Obligatory reserve with the Central 
Bank 211,804 211,804 - - 211,804 199,690 199,690 - - 199,690 

Deposits with other banks 91,328 91,470 - - 91,470 94,524 94,635 - - 94,635 

Loans and receivables from clients 1,708,353 1,678,984 - - 1,678,984 1,522,225 1,510,661 - - 1,510,661 

Other financial assets at amortised 
cost 13,555 13,322 - - 13,322 13,028 12,929 - - 12,929 

LIABILITIES           

Financial liabilities measured at 
amortised cost 2,165,877 2,160,475 - - 2,160,475 2,026,206 2,018,577 - - 2,018,577 

Deposits from banks and other 
financial institutions 147,968 145,803 - - 145,803 121,438 118,653 - - 118,653 

Deposits from customers 1,954,100 1,950,863 - - 1,950,863 1,821,564 1,816,720 - - 1,816,720 

Borrowings 63,809 63,809 - - 63,809 83,204 83,204 - - 83,204 

FINANCIAL GUARANTEES AND 
COMMITMENTS           

Financial guarantees   22 22 - - 22 38 38 - - 38 

Irrevocable commitments -3,390 -3,390 - - -3,390 6,961 6,961 - - 6,961 
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29.  FAIR VALUE MEASUREMENT (CONTINUED) 

39.3 Fair value of the Bank's non-financial assets and non-financial liabilities  

Fair values and fair value hierarchy of non-financial assets       

2025 

Book value Fair value Quoted market prices in 
active markets Level 1 

Model-based on market 
data observation level 2  

Market by model based on 
observable inputs that are 

not visible in the market for 
Level 3 

Assets whose value is shown in the notes           

Real estate investment 2,019 2,019 - - 2,019 

Assets whose fair value is shown in the statement of 
financial position 

        

Held-for-sale assets - - - - -       
      

2024 

Book value Fair value Quoted market prices in 
active markets Level 1 

Model-based on market 
data observation level 2  

Market by model based on 
observable inputs that are 

not visible in the market for 
Level 3 

Assets whose value is shown in the notes           

Real estate investment 1,391 1,391 - - 1,391 

Assets whose fair value is shown in the statement of 
financial position 

    

Held-for-sale assets - - - - - 
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30.  OPERATING SEGMENTS 

In the ordinary course of business, the Bank’s Management analyses operating results with particular focus 
on the contribution of individual business segments. In addition to Corporate banking, Retail banking and 
Treasury and financial markets activities, the Bank also monitors the Micro and SME segments as separate 
reporting segments, to the extent that each of them manages specific financial products and engages with 
counterparties whose characteristics are specific to each segment. Accordingly, these activities are neither 
managed jointly nor linked to other counterparties or segments. 

Although all business segments participate in loan origination and deposit gathering, the financial 
characteristics of loans, deposits and credit lines are specific to each segment and can be applied only to 
the contractual parties that relate to that segment. 

The financial performance of each individual operating segment is presented using a combination of “direct” 
and “indirect” allocation methodologies for income and expenses. Income is generally allocated directly to 
the segment that generated it, while expenses are allocated directly where they can be clearly attributed to 
the segment that incurred them, and indirectly where they relate to central organizational units. 

The TSY segment corresponds to the Treasury. 

Segment information for the year ended 31 December 2025. 
 2025 

Profitability by business lines (in thousand 
BAM) 

Retail Micro SME Corporate TSY Other Banka 

Net interest income/(expense) and similar income 
calculated using the effective interest rate  21,871   2,322  5,166   12,713  21,953   -170  63,855  

Net fee and commission income/(expense)  13,900   5,128  2,628   5,807   6,843   2,842   37,148  

Impairment losses from financial instruments and 
provisions   -6,035  -430  163   -1,114  -255  -14 -7,685 

Personnel Expenses   -16,568  -1,078  -2,133  -6,140  -571  -     -26,490 

Depreciation and amortisation  -3,700  -242  -476  -1,371  -127  -     -5,916 

Dividend income  -     -     -     -     -     312   312  

Other income and expenses – net  -10,935  -580  -1,531  -4,719  -1,098  -    18,863 

PROFIT/(LOSS) FROM ORDINARY ACTIVITIES 
BEFORE TAX  -1,467  5,120   3,817   5,176   26,745   2,970   42,361  

INCOME TAX EXPENSE  113   -393  -293  -398  -2,056  -229  -3,256 

PROFIT/(LOSS)   -1,354  4,727   3,524   4,778   24,689   2,741   39,105  

 

Segment information for the year ended 31 December 2024. 
 2024 

Profitability by business lines (in thousand 
BAM) 

Retail Micro SME Corporate TSY Other Banka 

Net interest income/(expense) and similar income 
calculated using the effective interest rate 21.199 2.246 4.996 12.294 21.230 -214 61.751 

Net fee and commission income/(expense) 12.603 4.649 2.382 5.265 6.204 2.577 33.680 

Impairment losses from financial instruments and 
provisions  -5.173 -368 139 -953 -218 -1 -6.574 

Personnel Expenses  -14.602 -778 -2.044 -6.299 -1.464 2 -25.185 

Depreciation and amortisation -3.655 -244 -483 -1.392 -129 - -5.903 

Dividend income - - - - - 580 580 

Other income and expenses – net -10.307 -664 -1.314 -3.782 -352 - -16.419 

PROFIT/(LOSS) FROM ORDINARY ACTIVITIES 
BEFORE TAX 65 4.841 3.676 5.133 25.271 2.944 41.930 

INCOME TAX EXPENSE -6 -392 -297 -415 -2.044 -238 -3.392 

PROFIT/(LOSS)  59 4.449 3.379 4.718 23.227 2.706 38.538 
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