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Independent Auditor's Report

To the Shareholders of Ametican Bank of Invegtments sh.a.,

Opinion

We have andited the separate financial statements of Ametican Bank of Investments sh.a., (hereafter
referred as the “Bank™) which comprise the separate statement of financial position as at 31 December
2021 the separate statement of profit or loss and othet comprehensive income, separate statetment of
changes in equity and separate statement of cash flows for the year then ended, and notes to the separate

financial statements, including a summary of significant accounting policies,

In our opinion, the accompanying financial statements present faitly, in all material respects, the financial
position of the Bank as at 31 December 2021, its financial petformance and its cash flows fot the year
then ended in accordance with Intetnational Financial Reporting Standards (IFRSs).

Basis for Opinion

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

Management is responsible for the preparation and fair presentation of the separate financial statements
in accordance with IFRSs, and for such intetnal control 18 management determines is necessary to enable

the preparation of separate financial statements that are free from matetial misstatement, whether due to
fraud or etror.

In preparing the separate financial statements, management is responsible for assessing the Bank’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accouating unless meanagement eithet intends to liquidate the Bank or to cease
operations, ot has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.
Asuditor’s Responsibilities for the Andit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as a
whole are free fraom material misstatement, whether due to frand ot error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assutance, 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 etror and are considered material if, individually ot in the

agpregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit We 2lso:

. Identify and assess the risks of material misstatement of the separate financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those tisks,
and obtain andit 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, fotgery, 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 exptessing 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.

ii



Conclude on the approptiateness of management’s use of the going concemn basis of accounting
and, based on the audit evidence obtained, whether a material uncettainty exists related to events
ot conditions that may cast sighificant 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 out
auditor’s report to the related disclosures in the separate financial statements or, if such
disclosures are inadequate, to modify our opinion. Qut conclusions ate based on the audit
evidence obtained up to the date of our auditar’s report. However, future events or conditions
may cause the Bank to cease to continue as a going concetn.

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

We communicate with those chasged 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.

Tirana, Albania
July 21, 2022
o‘ Tho:-,,f
‘o Sh.pk.
NPT
K 91823007 M
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BANKA AMERIKANE E INVESTIMEVE SHA

STATEMENT OF FINANCIAL POSITION
as at 31 December 2021

(All amounts are expressed in thousand Albanian Lek, unless otherwise stated)

Assets

Cash and cash equivalents

Loans and advances to banks

Financial investments — FVOCI

Financial investments at amortised cost
Loans and advances to cusiomers
Financial leasing

Property, equipment and right-of-use asseis
Intangible assets

Defamed tax assets

inventory and other assets

Investments in Associates and Subsidiaries
Total Assets

Liahilitias

Due to banks

Due to customers
Other liabilities
Lease liability

Other provisions
Deferred tax liabilities
Total Liabllities

Equity

Share capital

Legal and other reserves
Fair value reserve

Retained Eamings

Gain of the year

Total Equity

Total Liabilities and Equity

The notes on pages 5 to 81 are an integral part of these separate financial statements.

10
1
11
12
13
14
15
21
16,1
18

19
23

22
21

24
25

Notes

7

31 Decambar

2021
ALL '000

7,125,591
6,289,427
22174175
21,188,670
35,499,560
316,746
1,360,627
138,481
25,429
4,217,507
120,500
98,465,613

13,747,165
72,246,941
1.481,788
302,072
64,808
17,125
87,949,890

3,450,935
4,657,806
166,387
837,274
1,403,312
10,515,714
98,465,813

31 Decamber

2020
ALL ‘000

11,098,410
6,218,239
18,242,385
16,904,174
29,278,082
52,166
1,480,359
146,223
23,491
3,500,700
120,500
87,064,729

7,201,265
68,199,118
741,807
435,421
65,834
108,881
76,752,318

3,450,935
4,430,569
681,398
685,431

1,084,080
10,312,413

87,064,729



BANKA AMERIKANE E INVESTIMEVE SHA

SEPARATE STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2021

{All amounts are expressed in thousand Albanian Lek, unless otherwise slsted)

Year ended Year ended
31 December 31 Dacember
Notes 2021 2020
ALL'000 ALL000
Interest income 3,693,534 3,071,992
Interest expanse 501,488 571,400
Net interest income 27 3,192,036 2,500,592
Fee and commission income 321,149 337,461
Feo and commisgion expense 56,470 71.857
Net fes and commisgion income 28 264,679 265,604
Net foreigh exchange gains/(losses) (50,777) 28,817
Other operating {loss)income, net 20 105,320 317,645
Net oparating income {156,097) 346,462
Net impairment gain on loans and advances 15,16 189,082 (167.270)
Net impairment on other financtal assets {35,416) (17,764)
Personnel expenses 30 (812,187) (785,913)
Depreciation and amortization 14,15 {284,189) (284,588)
Other administration expenses 31 (647 .478) (615,091)
Net provisions for risk and expenses 23 28,341 24867
Total expenses (1,618,519) (1.845,369)
Net profit before taxes 1,682,009 1,268,289
Income tax expense 32 278,787 202,209
Profit for the year ) 1,403,312 . 1,064,080
Other comprehensive income
ftems that will be reclassified to profit or joss
Change in fair value of financial instruments
=~ FVOCI, net of tax 515,012 387.933
Other comprehensive income for the
year (515,012) (387,933)

Total comprehensive income for the year

The notes on pages 5 to 83 are an integral part of these separate financial statements.

These separate financial statements are approved on April 13, 2022 from the executives of Banka
Amerikane & Invesimeve sh.a. and are signed on it's behalf by:

Andi Ballta Armanc M_iiusron
Chief Executive Officer Chisf Finznc'ul Cfficer

B8]
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BANKA AMERIKANE E INVESTIMEVE SHA

SEPARATE STATEMENT OF CASH FLOWS

For the year ended 31 December 2021

(All amounts are expressed in thousand Albanian Lek, unfess otherwise stated)

Profit beforse tax
Adjustments for:
Depreciation and amortization
Net impalment gain on loans and
advances to customers
Nst Impaiment on other financial assets
and other assets
Net Impairment loss on other operational
provisions
Net interest income
Unrealised foreign exchange differences
Changes in
Loans and advances to banks
Compulsory reseive
Loans and advances io customers
Financial Leasing
Due to banks
Due to customers
Inventory and other assets
Other liabilities and provislons
Interest received
Interest paid
Income Tax paid
Net cash from operating activities

Cash flows from investing activities
Investments in Assoclates and subslidiaries
Acquisition of property and equipment
Acqulsition of infangible assets

Net acquisitions: FYOCI investments

Net acquisitions of amortised cost
investments

Net cash used In Investing actlvities

Cash flows from financing activities
Dividend distribution
Net cash from financing actlvities

Net decrease in cash and cash
equivalents

Cash and cash equivalents as at 1 January
Cash and cash equivalonts as at 31
Decembar

Notes

14,15
12
1"

26

10
10
12
13
19
20
16,17
22,23

18
14
16
11

11

Year ended
31 Decomber 2021

ALL'000
1,682,099

284,189
(189,002)
102,619

28,341
(3,192,036)
50,777

(63,530)
(103,466)
(7.414,969)
(264,580)
6,546,042
4,386,584
423,025
497,211
4,034,542
(999,379}
202,500

5,806,837

(1 12,996;
(52,508)
(4,444,656)

4,284,496
{8,804,656)

685,000
685 000
(3,972,819)
11,098,410

7,125,501

Year ended
31 December 2020
ALL'000

1,266,289

284,998
167,270

(24,667)
(2,500,582}
(28,817)

133,866
(380,821)
(5.124,097)
(9,887)
5,026,127
2,660,905
785,979
(727.068)
3,071,992
(460,693)
136,072

5,177,756

{20,000)
{128,057)
{46,261)
2,268,094

5,054,255
3,881,379

1,286,377
9,802,033

11,098,410

The notes on pages 5 to 81 are an integral part of these separate financial statements.



BANKA AMERIKANE E SHA

Notes to the separate financial statements for the year ended 31 December 2021

(All amounts are In thousand Albanian Lek, unless otherwiss stated)
1. REPORTING ENTITY

Banka Amerikane e Investimeve sh.a. (‘the Bank’), Is a wholly owned subsidiary of Tranzit Sh.p.k, an
Albanian non-banking financial institution focused on providing flexible financing options to companies
and individuals.

The Bank was initially established as a subsidiary of the Commercial Bank of Greece (subsequently
named Emporiki Bank of Greece S.A.) in October 1988. In October 1999, the Bank, being initially named
Intercommercial Bank — Albania Sh.a., was authorized to operate in all fields of banking activity. During
2001, the Bank changed its name to the Commercial Bank of Greece {(Albania) Sh.a. On 1 March 2004,
the Bank’s name was changed to Emporiki Bank Albania Sh.a.

In June 2012, the Emporiki Bank of Greece S.A. sold 100% of its participation in its 100% subsidiary
Emporiki Bank Albania Sh.a., to IUB Holding, a French Société Anonyme par actions simplifiée, being
a 100 per cent direct subsidiary of Crédit Agricole S.A. On 3™ of September 2012 the Bank’s name was
changed to Credit Agricole Bank Albania Sh.a. In October 2015, IUB Holding sold 100% of the shares
of its subsidiary, Credit Agricole Bank Albania Sh.a, to Tranzit Sh.p.k. The Regulatory approvals,
including the change of name to Banka Amerikane e Investimeve sh.a., were finalized with the effective
legal date of 124 of October 2015.

On 2nd of February 2018, the Bank, signed the agreement of purchasing 100% shares of Banka NBG
Albania. The acquisition was finalized on 3rd of July 2018 after the pre-approval of Bank of Albania on
6t of June 2018. Following the Bank’'s shareholder’s decision, on 6" of September 2018, the Bank of
Albania pre-approved the legal merger of both entities American Bank of Investments Sh.a and Banka
NBG Albania sh.a., defining the American Bank of Investments Sh.a as the surviving entity. The legal
merger was finalized on 1% of October 2018,

The Bank operates in accordance with the Law No. 9662 “On Banks in the Republic of Albania”, dated
18 December 2006. The Bank is licensed to perform credit and deposit activities, payment services in
Albania and abroad as well as other banking activities in accordance with Albanian laws.

At 31 December 2021, the registered share capital was ALL 3,450,935 (2020: ALL 3,450,935) thousand,
composed by 84,769 shares with a nominal value of Euro 295,59 (equivalent in ALL 40,708.87).

The Bank’s registered office is in Tirana, Rruga e Kavajes Building #27, H1, 8" floor. The Bank operates
in Albania only, with a network of 21 branches as of 31 December 2021 (2020: 21 branches).

The Bank owns 100% of the registered capital of the company "ABI Invest sh.a.” and "ABI Broker sh.a.”
which operate respectively in the investment and insurance market, registered with the National
Registration Center on 22.12.2020 and 10.01.2019.

The Bank had 349 employees as of 31 December 2021 (2020: 365), out of which 213 are employees
of the Head Office.

2, BASIS OF PREPARATION
(a) Statement of compliance

The separate financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as Issued by the International Accounting Standards Board {(IASB). The
financial statements for and for the year ended 31 December 2020 are approved by the Bank's
Management on April 13, 2022. The Company has applied the exemption for the preparation of
consolidated financial statements, since the Company "Tranzit sh.p.k.” prepares consolidated
statements for the whole group. See note 4 b).



BANKA A ERIKANE E EVE SHA

Notes to the separate financlal statements for the year ended 31 December 2021
(All amounts are In thousand Albanian Lek, unless otherwise stated)
2, BASIS OF PREPARATION (CONTINUED)

(b) Going concem

The Bank's financlal statements are prepared on a going concern basis, which assumes that the Bank
will continue its activity for a period of at least 12 months from the date of financial reporting. The Bank
conducts stress tests under hypothetical scenarios that aim to determine the needed liquidity and capital
to withstand deteriorating market scenarios in order to further assess the need to implement recovery
plans or take precautionary liquidity management measures.

Following the announcement of the pandemic on March 12, 2020 by the World Health Organization due
to the virus of COVID19 and measures taken by the Council of Ministers for the Preservation of Public
Health in Albania, the Bank has continued to monitor closely any effect caused directly or indirectly by
the pandemic situation, including internal operations, anti-COVID protocols, monitoring of clients
financed through the GS1 and GS2 programme, in accordance to the agreement signed with the
Ministry of Finance, on June 29, 2020, as per VKM No. 277 on 06.04.2020 and No. 387 on 13.05.2020
on the provision of loans under sovereign guarantees at a total value of 650 million ALL.

Aiming to test the possible impacts of macroeconomic indicators on financial position, performance and
regulatory compatiblity, the Bank regularly conducts stress tests for budgets, capital sufficiency rate,
open currency positions, efc. These "stress tests” have been based on the suggested madels by the
Bank of Albania as well as internal models established in accordance with the underiaken risk profiles
and the concentration of loan portfolios, deposits and investments.

According o the stress tests, the Bank continue to report a minimum capital sufficiency rate of 12.83%
under the effect of deteriorating market scenarios as a result of increased credit risk and market risk,
while the factual rate reached 18.27% in December 2021, without considering the net profit of the
reporting year. In each scenario, the Bank envisions liquidity coverage through financial instruments,
interbank borrowings, within a short-term period of 3 months from the date of implementation of the
deteriorating scenario.

During 2021, the Bank has also reported an increase in its business activity, such as higher security
investments (+23%), loans (+22%) and customer deposits (+6%) compared to the 2020 closing and
has also exceeded the budgeted figures.

According to the above factors, Bank's Management has carried out an assessment on the Bank's
ability to track its activity according to the going concern basis and has concluded that the Bank has
sufficient resources to continue operating for a period of at least 12 months from the date of financial
reporting. Also, based on these assessments, the Management is not aware of any material uncertainty
that may cast doubt on Bank's ability to continue its activity.

{c) Basis of measurement

The separate financial statements are prepared on the historical cost basis except for debt instruments
at fair value through OCI which are measured at falr value, assets held for sale which are measured at
FV less costs to sell and inventory which is measured at the lower of cost and net realizable value.

(d) Functional and presentation currency

The separate financial statements are presented in Albanian Lek (“ALL"), which is the Bank’s functional
and presentation currency. Except as indicated otherwise, financial information presented in ALL has
been rounded to the nearest thousand.



BANKA AMERIKANE E INVESTIMEVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(All amounts are in thousand Albanian Lek, uniess otherwise stated)
3 NEW STANDARDS AND INTERPRETATION ISSUED NOT YET EFFECTIVE

a) Standards, amendments and interpretations of existing standards that are not yet
effective and / or have not been previously approved by the Bank

At the date of authorization of these financial statements, some new but not necessarily effective
Standards, Standards and Amendments to existing Standards, and Interpretations have been published
by the IASB. Standards and changes that are not yet effactive and were not initially approved by the
Company include:

. IFRS 17 Insurance Contracts - Effective for annual reporting periods beginning on or after 1
January 2023

. Definition of a business {Amendments to IFRS 3) - effective for annual reporting periods
beginning on or after 1 January 2021

. Definition of materiality (Amendments to IAS 1 and IAS 8) - effective for annual reporting

periods beginning on or after 1 January 2020. Earlier application is permitted.

. Conceptual Framework for Financial Reporting - effective for annual reporting periods
beginning on or after January 1, 2020. Earlier application is permitted.

These standards or changes to existing standards have not previously been approved by the Company.
Management provides that all relevant pronouncements will be approved for the first period beginning
on or after the effective date of publication. New standards, amendments and interpretations that have
not been adopted in the current year have not been disclosed as they are not expected to have a
material impact oan the Company's financial statements.

Amendments to JAS 1 and IAS 8: Definition of Materlal

In October 2019, the IASB issusd amendments to IAS 1 Presentation of Financial Statements and IAS
8 Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’
across the standards and to clarify certain aspects of the definition. The new definition states that,
"Information is material if omitting, misstating or obscuring it could reasonably be expected to influence
decisions that the primary users of general-purpose financial statements make on the basis of those
financial statements, which provide financial information about a specific reporting entity.” The
amendments to the definition of material is not expected to have a significant impact on the Bank's
financial statements.

Interest Rate Benchmark Reform: Amendments to IFRS 9, IAS 39 and IFRS 7

Interest Rate Benchmark Reform Amendments to [FRS 9, IAS 39 and IFRS 7 includes a number of
reliefs, which apply to all hedging relationships that are directly affected by interest rate benchmark
reform. A hedging relationship is affected if the reform gives rise to uncertalnties about the timing and
or amount of benchmark-based cash flows of the hedged item or the hedging instrument. The
amendment is effective from 1 January 2019. The Bank does not expect a significant impact from this
amendment.

The Conceptual Framework for Financial Reporting

The revised Conceptual Framework for Financial Reporting {the Conceptual Framework) is not a
standard, and none of the concepts override those in any standard or any requirements In a standard.
The IASB issued the Conceptual Framework in March 2019. It sets out a comprehensive set of concepts
for financlal reporting, standard setting, guidance for preparers in developing consistent accounting
policies and assistance to others in their efforts to understand and interpret the standards. The
Conceptual Framework includes some new concepts, provides updated definitions and recognition
criteria for assets and liabilities and darifies some important concepts.

The Bank will adopt the following standards when they become effect but does not expects to have an
impact over its financial statements because these are not applicable to the Bank.



BANKA E INVESTI EVE SHA

Notes to the separate financial statements for the year ended 31 December 2021

(All amounts are in thousand Albanian Lek, unless otherwise stated)
3. NEW STANDARDS AND INTERPRETATION ISSUED NOT YET EFFECTIVE (CONTINUED)

a) Standards, amendments and interpretations of existing standards that are not yet
effective and / or have not been previously approved by the Bank (continued)

IFRS 17 Insurance contracts, effective on or after 1 January 2023,

IFRS 17 applies to all types of insurance contracts (l.9., life, non-life, direct insurance and re-insurance),
regardless of the type of entlties that issue them, as well as to cerfain guarantess and financial
instruments with discretionary participation features. A few scope exceptions will apply.

IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant accounting
aspects. The core of IFRS 17 s the general model, supplemented by:

. A specific adaptation for contracts with direct participation features (the variable fee approach)

. A simplified approach {the premium allocation approach) mainly for short-duration contracts

The measurement of the present valus of future cash flows, incorporating an explicit risk adjustment,
remeasured every reporting period (the fulfilment cash flows), A Contractual Service Margin {(CSM) that
is equal and opposite to any day one gain in the fulfilment cash flows of a group of contracts,
representing the unearmned profit of the insurance contracts to be recognised in profit or loss over the
service period (i.e., coverage period). Certain changes in the expected present value of future cash
flows are adjusted against the CSM and thereby recognised in profit or loss over the remaining
contractual service period.

Amendments to IAS 16: Property, Plant and Equipment: Proceeds before Intended Use, effective
on or afier 1 January 2022

The amendment prohibits entities from deducting from the cost of an item of property, plant and
equipment {PP&E), any proceeds of the sale of items produced while bringing that asset to the location
and condition necessary for it to be capable of operating in the manner intended by management.
instead, an entity recognises the proceeds from selling such items, and the costs of producing those
items, in profit or loss.

The amendment must be applied retrospectively only to items of PP&E made available for use on or
after the beginning of the earliest peried presented when the entity first applies the amendment.

AlP IFRS 9 Financial Instruments - Fees in the 10 per cent’ test for derecognition of financial
liabilities, effective on or after 1 January 2022

The amendment clarifies the fees that an entity includes when assessing whether the terms of a new
or maodified financial liability are substantially different from the terms of the original financial liability.
These fees include only those paid or received between the borrower and the lender, including fees
paid or received by either the borrower or lender on the other's behalf. There is no similar amendment
proposed for IAS 38.

An entity applies the amendment to financial liabilities that are modified or exchanged on or after the
beginning of the annual reporting period in which the entity first applies the amendment.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current, effective on or after
1 January 2022

Right to defer settlement

if an entity’s right to defer settiement of a liability is subject to the entity complying with specified
conditions, the entity has a right to defer settlement of the liability at the end of the reporting period if it
complies with those conditions at that date.

Existence at the end of the reporting period

The amendments alse clarify that the requirement for the right to exist at the end of the reporting period
applies regardless of whether the lender tests for compliance at that date or at a later date.



BANKA A ERIKANE E INVESTIMEVE SHA

Notes to the separate financlal statements for the year ended 31 December 2021
(All amounts are In thousand Albanian Lek, unless otherwise siated)
3. NEW STANDARDS AND INTERPRETATION ISSUED NOT YET EFFECTIVE (CONTINUED)

a) Standards, amendments and interpretations of existing standards that are not yet
effective and / or have not bean previously approved by the Bank (continued)

Management expectations

IAS 1.75A has been added to clarify that the ‘classification of a liability is unaffected by the likelihood
that the entity will exercise its right to defer settiement of the liability for at least twelve months afier the
reporting period’. That is, management'’s intention to setlle in the short run does not impact the

classification. This applies even if settlement has occurred when the financial statements are authorised
for issuance,

Meaning of the term ‘settlement’

Settlement by way of an entity's own equity instruments is considered settlement for the purpose of
classification of liabilities as currant or non-current, with one exception. In cases where a conversion
option is classified as a liability or part of a liability, the transfer of equity instruments would constitute
settlement of the liability for the purpose of classifying it as current or non-current. Only if the conversion
option itself is classified as an equity instrument would setiement by way of own equity instruments be
disregarded when determining whether the liability is current or noncurrent. Unchanged from the current
standard, a rollover of a borrowing is considered the extansion of an existing liability and is therefore
not considered to represent 'settlement’.

Amendments to IFRS 3: Definition of a Business, effoctive on or after 1 January 2020.
Amendments to IFRS 3: Reference to the Conceptual Framework, effective on or after 1 January 2022.

Amendments fo IAS 37: Onerous Contracts - Costs of Fulfiling a Contract, effective on or after 1
January 2022,

AlIP IFRS 1 First-time Adoption of /nfernational Financial Reporting Standards — Subsidiary as a first-
time adopter, effective on or after 1 January 2022,

AIP IAS 41 Agriculture - Taxation in fair value measurements, effective on or after 1 January 2022.

Amendmenis lo IFRS 10 and IAS 28 Sale or Confribution of Assets between an Investor and its
Associate or Joint Venture.

4. SIGNIFICANT ACCOUNTING POLICIES

As presented in Note 4.h), the Bank does not reclassify ifs financial assets subsaquent to its initial
recognition, apart from the excepfional circumstances mentioned in the Standard. During 2019 the Bank
identified that a part of its financial instruments at FVOCI obtained from the merger with NBG, retained
their previous classification as FVOCI instead of being classified under the policy of the Bank. In the
current year, the Bank revised the classification of this portfolio as Amortized Cost in accordance with
the Business Model of the Bank for all variable rates securities. The reclassification did not impact the
measurement of the assets as the fair value at the date of original acquisition through the merger did
not differ from the amortized cost and there is no impact in profit or loss. See note 11 for more details.

a) Business combinations

The company applies the acquisition method In accounting for business combinations. The amount
transferred by the Company to acquire control of a subsidiary is calculated as the total fair value at the
acquisition date of the transferred assets, liabilities and equity Interests issued by the Company, which
includes the fair value of each asset or liability arising from a contingency adjustment of consideration.
Purchase costs are incurred when they occur. Acquired assets and liabilities are measured at their falr
value at the acquisition date.
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Notes to the separate flnancial statements for the ysar ended 31 December 2021
(All amounts are In thousand Albanian Lek, unless otherwise stated)
4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b) Subsidiaries and consolidation

Subsidiaries are entities controlled by the Bank. The Bank prepares separate financial statements in
accordance with IFRS. Interests in subsidiaries are accounted for at cost in the separate financial
statements. The Bank does not prepare consolidated financial statements, because its Parent, Tranzit
sh.p.k prepares consolidated financial statements in accordance with IFRS. Information on interest in
other entities Is presented in Note 18.

c) Investment in associates

The investment in an associate is an entity over which the Company has significant influence.
Significant influence is the power to participate in the financial and operating policy decisions of tha
investee, but is not control or joint control over those policies

The considerations made in determining significant influence are similar fo those necessary to
determine confrol over subsidiaries. The Bank's investment in its associate is accounted for at cost.
The investment is accounted for using the equity method in the consolidated financial statements of the
parent of the Bank, i.e., Tranzit sh.p.k.

Upon loss of significant influence over the associate, the Bank measures and recognises any retained
investment at its fair value. Any difference between the carrying amount of the associate upon loss of
significant influence and the fair value of the refained investment and proceeds from disposal is
recognised in profit or loss.

d) Foreign currency transactions

Transactions in foreign currencies are franslated into the functional currency using the exchange rate
prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign currency
at the reporting date are retranslated to the functional currency at the exchange rate at that date. The
foreign currency gain or loss on monetary items is the difference between amortised cost in the
functional currency at the beginning of the year, adjusted for effective interest and payments during the
year, and the amortised costs in foreign currency translated at the exchange rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated
to the functional currency at the exchange rate at the date that the fair value was determined. Non-
monetary items that are measured based on historical cost in a foreign currency are translated using
the exchange rate at the date of the fransaction. Foreign currency differences arising on retranslation
are generally recognised in profit or loss.

The official exchange rates for main currencles used in the conversion of foreign currency balances for
2021 and 2020 are as follows (against ALL):

31 Decomber 2021 31 December 2020
1USD 106.54 100.84
1 EUR 120.76 123.70
1 GBP 143.95 137.93

While the average annual rates for the year ended 31 December 2021 and 2020 converted into ALL
are as follows:

Year 2021 Year 2020
1USD 103.54 106.53
1EUR 122,44 123.77
1 GBP 142.44 139.26
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Notes to the separate financial statements for the year ended 31 December 2021
(All amounts ere in thousand Albanian Lek, unless otherwise stated)
4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e) Interest

Interest income is reconded using the effective interest rate (EIR) method for all financial instruments
measured at amortized cost, financial Instruments designated at FVPL. Interestincome on interest bearing
financial assets measured at FVOCI under IFRS 9 are also recorded by using the EIR method. The EIR
is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
instrument or, when appropriate, a shorter period, to the net carrying amount of the financial asset.

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

if expectations regarding the cash flows on the financial asset are revised for reasons other than credit
risk, the adjustment is booked as a positive or nagative adjustment to the carmying amount of the asset
in the separate statement of financial position with an increass or reduction in interest income.

The adjustment is subsequently amortized through Income from banking operations in the separate
statement of comprehensive income.

imterest and similar income

The Bank calculates interest income by applying the EIR to the gross camying amount of financial
assets other than credit-impaired assets. When a financial asset becomes creditimpaired and is,
therefore, regarded as ‘Stage 3, the Bank caiculates interest income by applying the effective interest
rate to the net amortised cost of the financial asset. If the financial assets cures and is no longer credit-
impaired, the Bank reverts to calculating interest income on a gross basis.

For purchased or originated credit-impaired (POCI) financial assets (as set out in Note 4.j), the Bank
calculates interest income by calculating the credit-adjusted

EIR and applying that rate to the amortised cost of the asset. The credit-adjusted EIR is the interest
rate that, at original recognition, discounts the estimated future cash flows (including credit losses) to
the amortised cost of the POC| assets.

f Fees and commission — Revenue from banking services fo customers

The bank eams fee and commission income from a diverse range of services it offers to its customers.
Fees and commission income and expenses that are part of the effective interest rate on a financial
asset or financial liability are included in the measurement of the effective interest rate. Service fees
and commissions for which the Bank assumes a performance obligation to customers are recognized
as bank revenue and are calculated in accordance with IFRS 15 Contract Income. The Terms and
Conditions of Service of the Bank (contracts) usually do not involve multiple performance obligations,
included under one consideration, hence there is no significant judgment on the transaction price
distribution. Terms and conditions (contracts) do not typically include multiple performance obligations
bundled under one consideration, consequently there is no significant judgement in allocation of
transaction price.

In addition, banking services offered by the bank have & duration of no more than one year or are
renewed on annual basis (for example account maintenance). Consequently, the Bank has used the
practical expedient of the standard and needs not to present information about the aggregate amount
of the price related to the unsatisfied portion of performance obligations.

Satisfaction of performance abligations is performed either at a point in time whereby commission revenue
is recognised when the service has been executed and transferred to the customer, or over time where by
the Bank performs the service over an agreed period and the customer consumes it as the service is being
performed, and revenue is recognised over the said period.

11
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Notes to the separate financial statements for the year ended 31 December 2021

(All amounts are in thousand Albanian Lek, unless otherwise stated)
4, SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

f) Fees and commission — Revenue from banking services to customers (continued)
Fee income can be divided inte the following three categories:
) Fee income earned from services that are provided over a period of time

Fees earned for the provision of services over a period of fime are accrued over that period. These fees

include commission account servicing fees, card and E-banking maintenance fees.

. Fee income from providing financial services and sarned on the execution of a transaction (point in
time)

Commission income recognised at a point in time typically relate {o transaction. They include fees from

payment and fransfer orders of the customers, and other banking services offered. Loan services fees

that are not part of the effective interest rate including insurance commissions are also recognised when

the service is performed and transferred to the customer. These fees or components of fees that are
linked to a cerlain performance and are recognised as the related services are performed.

COther fees and commission income and expenses arise on financial services operated by the Bank
and are recognized when the corresponding service is provided or received.

qg) Tax expense

Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit
or loss except to the extent that they relate to items recognised direclly in equity or in other
comprehensive incoms.

{D Current tax

Current tax Is the expected tax payable or receivable on the taxable Income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years. The amount of current tax payable or receivable is the best estimate of the
tax amount expected to be paid or received that reflects uncertainty related to income taxes, if any. it is
measured using tax rates enacted or substantially enacted at the reporting date.

(i)  Deforred tax

Deferred tax is recognised in respect of temporary differences between the camrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognised for temporary differences on the initial recognition of assets or liabilities in a fransaction
that is not a business combination and that affects neither accounting nor taxable profit or loss.

Deferred 1ax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences 1o the extent that it is probable that future taxable profits will be available against which they
can be used. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
that it is no longer probable that the related tax beneflt will be reallsed; such reductions are reversed
when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent
that it has become probable that future taxable profits will be available against which they can be used,
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, using tax rates enacted or substantively enacted at the reporting date.
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Notes to the separate financlal statements for the year ended 31 December 2021

(All amounts are in thousand Albanian Lek, unless otherwiss stated)
4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

h) Financial instruments - initlal recognition
i Date of recognition

The Bank inltially recognises loans and advances, deposits, debt securities issued and subordinated
liabilities on the date at which they are originated. Regular way purchases and sales of financial assets
are recognised on the trade date at which the Bank commits to purchase or sell the asset. All other
financial assets and liabilities are initially recognised on the trade date at which the Bank becomes a
party to the contractual provisions of the instrument. Loans and advances to customers are recognised
when funds are transferred 1o the customers' accounts. The Bank recognises balances due to
customers when funds are transferred to the Bank.

i, Initial measurement of financlal instruments

The classification of financial instruments at initial recognition depends on their contractual terms and
the business model for managing the instruments. Financial instruments are initially measured at fair
valua, axcept in the case of financial assets and financial liabilities recorded at FVLP, fransaction costs
are added to, or subiracted from, this amount.

Trade receivables are measured at the transaction price. When the fair value of financial instruments
at initial recognition differs from the transaction price, the bank accounts for the Day 1 profit or loss, as
described below.

i Day 1 profit or loss

When the fair value of the instruments differs from the fair value at origination and the fair value is based
on a valuation technique using only inputs observable in markset transactions, the Bank recognises the
difference between the transaction price and the fair value in net trading income. In those cases where
fair value is based on models for which some of the inputs are not observable, the difference between

the fransaction price and the fair value is deferred and is only recognized in profit or loss when the
inputs become observable, or when the instrument is derecognized.

. Measurement categories of financial assets and liabilities

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

. Amortised cost

. FVOCI

i} Financial assets and financial liabllities

Financial liabilities, other than loan commitments and financial guarantees, are measured at amortised
cost or at FVPL when thay are held for trading, or the falr value designation is applied. See accounting
policies 4.g.

Due from Banks, Loans and advances to customers, Financial Investments at amortised cost

The Bank only measures Due from Banks, Loans and advances to customers, and other financial
investments at amortised cost if both of the following conditions are met:

. The financial agsets are held within a business model with the objective to collect contractual
cash flows

. The contractual terms of financial asset give rise to ash flows that are only payments of principal
and interast (SPP1) on the principal amount outstanding.

The details of these conditions are outlined below.
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Notes to the separate financial statements for the year ended 31 December 2021

(Ail amounts are In thousand Albanian Lek, unless ctherwise stated)
4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

)] Financial assets and financial llabllitles

Business model assassment

The Bank determines its business model at the jevel that best reflects how it manages groups of
financial assets to achieve its business objective. The Bank's business model is not assessed on an
instrument-by-instrument basis, but at a higher level of aggregated portfolios. The business model
assessment is based on reasonably expected scenarios not taking into account “stress case” scenarios.
If cash flows after initial recognition are realised in a way that is different from the Bank’s original
expectations, the Bank does not change the classification of the remaining financial assets held in that
business model but incorporates such information when assessing newly originated or newly purchased
financial asset going forward.

The SPPI test

A second step of its classification process the Bank assesses the contractual of financial asset o
identify whether they meet SPPI test. “Principal® for the purpose of this test is defined as the fair value
of the financial asset at initial recognition and may change over the life of the financial asset (for
example, if there are repayments of principal or amortisation of premium/discounts). The most
significant elements of interest within a lending arrangement are typically the consideration for the time
value of money and credit risk. To make SPPI assessment, the Bank applies judgement and considers
relevant factors such as currency in which the financial asset is denominated and the period for which
the interest rate is set.

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

Dabt instruments at FVYOCI

The Bank only measures and other financial investments at FVOCI if both of the following conditions
are met when both conditions are met:

. The instrument is held within a business model, the objective of which is achleved by both
collecting contractual cash flows and selling financial assets
. The confractual ferms of the financial asset meet the SPP| test

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to
change in fair value recognised in OCI. Interest income and foreign exchange gains and losses are
recognised in profit or loss in the same manner as for financial assets measured at amortised cost. The
ECL calculation for Debt instruments is explained in note 4.j. Where the Bank holds more than one
investment in the same security, they are deemed to be disposed of on a first-in first—out basis. On
derecognition, cumulative gains or losses previously recognised in OCI are reclassified from OCI to

profit or loss.
Equity instruments other than subsidiaries and associates at FVOC!

Upon initial recognition, the Bank may elect to classify irrevocably some of its equity investments as
equity instruments at FVOC| when they meet the definition of definition of Equity under IAS 32 Financial
Instruments: Presentation and are not held for trading. Such classification is determined on an
instrument-by-instrument basis.

Gains and logses on these equity instruments are never recycled to profit. Dividends are recognised in
profit or loss as other operating income when the right of the payment has been established, except
when the Bank benefits from such proceeds as a recovery of part of the cost of the instrument, in which
case, such gains are recorded in OCI. Equlty instruments at FVOCI are not subject to an impairment
assessment,
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Notes to the separate financlal statements for the year ended 31 December 2021
(Al amounts are in thousand Albanian Lek, uniess otherwise stated)
4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I} Financial assets and financial ltabllities (continued)
The Bank does not have any such Instruments as at 31 December 2021 and 31 December 2020.

Financial guarantees, leiters of credit and undrawn loan commitmenis
The Bank issues financial guarantees, letters of credit and loan commitments.

Financial guarantees are initially recognised in the separate financial statements as off-balance sheets
and are presented in its Commitments and Contingencies at fair value, being the premium received.
Subsequent to initial recognition, the Bank's liability under each guarantee is measured at the higher of
the amount initially recognised less cumulative amortisation recognised in the income statement, and
an ECL provision as set out in Note 4.,

The premium received is recognised in the income statement in Net fees and commission income on a
straight-line basis over the life of the guarantee.

Undrawn loan commitments and lettars of credits are commitments under which, over the duration of
the commitment, the Bank is required to provide a loan with pre-specified terms to the customer.
Financial guarantee contracts are in the scope of the ECL requirements.

The nominal contractual value of financial guarantees, letters of credit and undrawn loan commitments,
where the loan agreed to be provided is on market terms, are not recorded on in the statement of
financial position.

The nominal values of these instruments together with the comesponding ECLs are disclosed in Note 12.
k) ReclassHicatlon of financial assets and llabllities

As presentad in Note 4.h), the Bank does not reclassify its financial assets subsequent to its initial
recognition, apart from the exceptional circumstances mentioned in the Standard. During 2020 the Bank
identified that a part of its financial instruments at FVOCI obtained from the merger with NBG, retained
their previous classification as FVOCI instead of belng classified under the policy of the Bank. In the
current year, in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors, the Bank revised the classification of this portfolioc as Amortized Cost in accordance with the
Business Model of the Bank for all variable rates securities.

The reclassification did not impact the measurement of the assets as the fair value at the date of original
acquisition through the merger did not differ from the amortized cost and there is no impact in profit or
loss.

1) Derecognition of financial assets and labilitles

Derecognition due to substantial modification of terms and conditions

The Bank derecognises a financial asset, such as a loan to a customer, when the terms and conditions
have been renegotiated to the extent that, substantially, it becomes a new loan, with the difference
recognised as a derecognition gain or loss, to the extent that an impairment loss has not already been
recorded. The newly recognised loans are classified as Stage 1 for ECL measurement purposes unless
the new loan is deemed to be POCI. When assessing whether or not to derecognise a loan to a
customer, amongst others, the Bank considers the following factors:

. Change in currency of the loan

. Introduction of an equity feature

. Change in counterparty

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

If the modification does not result In cash flows that are substantially different, as set out below, the
modification does not result in derecognition. Based on the change in cash flows discounted at the
original EIR, the Bank records a modification gain or loss, to the extent that an impairment loss has not
already been recorded.
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

)] Derecognition of financlal assets and liabilities {(continued)

For financial liabilities, the Bank considers a modification substantial based on qualltative factors and if
it results in a difference between the adjusted discounted present value and the original carrying amount
of the financial liability of, or greater than, ten percent. For financial assels, this assessment Is based
on qualitative factors.

Derecognition other than for substantial modification
Financlal Assets

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

The Bank has transferred the financial asset if, and only if, either:
. The Bank has transferred its contractual rights to receive cash flows from the financial asset

) It retains the rights to the cash flows but has assumed an obligation to pay the received cash
flows in full without material delay to a third party under a ‘pass—through’ arrangement.

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

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

) The Bank cannot sell or pledge the original asset other than as security to the eventual
recipients
. The Bank has to remit any cash flows it collects on behalf of the eventual recipients without

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

A transfer only qualifies for derscognition if elther:
) The Bank has transferred substantlally all the risks and rewards of the asset

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

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

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

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration the
Bank could be required to pay
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I} Derecognition of financial assets and llabllitles (Continued)

if continuing involvement takes the form of a written or purchased option (or both) on the transferred
asset, the continuing involvement is measured at the value the Bank would be required to pay upon
repurchase. In the case of a written put option on an asset that is measured at fair value, the extent of
the entity’s continuing involvement is limited to the lower of the fair value of the transferred asset and
the option exercise price.

Financial liabiiities

A financial liability is derecognised when the obligation under the llability is discharged, cancelled or
expires.

Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification
is treated as a derecognition of the original liability and the recognition of a new liability. The difference

between the camrying value of the original financial liability and the consideration paid is recognised in
profit or loss.

m) Impairment of financial assets

Overview of the ECL principles

The Bank has been recording the allowance for expected credit losses for all loang and other debt
financial assets not held at FVLP, together with locan commitments and financial guarantee contracts,
in this section all referred to as “financial instruments”. Equity instruments are not subject to impairment
under IFRS 9.

The ECL allowance is based on the credit losses expected to rise over the life of the asset (the lifetime
expected credit loss or LTECL), unless there has been no significant increase in credit risk since
origination, in which case the allowance is based on the 12 months’ expected credit loss (12mECL).
The Banks policies for determining if there has been significant increase in credit risk are set ouf in the
note 12.

The 12mECL Is the portion of LTECLs that represents the ECLs that result from default events on a
financial instrument that are possible within 12 months from the reporting date.

Both LTECL and 12mECL are calculated on either an individual basis or collective basis, depending on
the nature of the underlying portfolio of financial instruments.

The Bank has established a policy to perform an assessment, at the end of each reporting period,
weather a financlal Instrument’s credit risk has increased significantly since initial recognition, by
considering the change In the risk of default occurring over the remaining life of the financial instrument.

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

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

) Stage 2: When a loan has shown a significant increase in credit risk since origination, the Bank

records an allowance for the LTECL. Stage 2 loans also include facilities, where the credit risk
has improved, and the loan has been reclassifled from Stage 3.

. Stage 3: Loans considered credit Impaired. The bank records an allowance for the LTECL.

. POCI: Purchased or originated credit Impaired (POCI) assets are financial assets that are credit
impaired on initial recognition. POCI assets are recorded at falr value at original recognition
and interest income is subsequently recognised based on credit adjusted EIR. ECLs are only
recognised or released to the extent that there is a subsequent change in the expected credit
losses. Credit impaired assets acquired in a business combination are not treated as POCI.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m) Impairment of financial assets (continued)

For financial assets for which the Bank has no reasonable expectations of recovering either the entire
outstanding amount, or a proportion thereof, the gross carrying amount of the financial asset is reduced.
This is considered a {partial} derecognition of the financial asset.

The calculation of ECLs

The bank measures ECL on three probabllity-welghted scenarios to measure the expected cash
shorffalls, discounted at an approximation to the EIR. A cash shortfall is the difference between the
cash flows that are due to an entity in accordance with the contract and the cash flows that the entity
expeacts to receive. The mechanics of the ECLs calculations are outlined below and the key elements
are, as follows:

. PD- The Probability of Default s an estimate of the likelihood of default over a given time
horizon. A default may only happen at a certain time over the assessed period if the facility has
not been previously derecognised and Is still in the portfolio.

. EAD- The Exposure at Defaulf I3 an estimate of the exposure at a future default date, taking
into account expected changes In the exposure after the reporting date including repayments
of principal and interest, whether scheduled by contract or otherwise, expected drawdowns on
committed facilities and accrued interest from missed payments.

. LGD- The Loss Given Default is the estimate of a loss arising in the case where a default occurs
at a given time. It is based on the difference baetwesan contractual cash flows due and those that
the lender would expect to receive.

When estimating the ECLs, the Bank considers three scenarios (a baseline, best and worst scenario).
Each of these is assoclated with different PDs. When relevant, the assessment of multiple scenarios
also incorporates how defaulted loans are expected to be recovered, including the probability that the
loans will cure and the value of collateral or the amount that might ba received for selling the asset.

The maximum period for which the credit losses are determined is the contractual life of a financial
instrument unless the Bank has the legal right to call it earlier.

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

The mechanics of the ECL method are summarised below:

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

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

. Stage 3: For loans considered credit-impaired, the Bank recognizes the lifetime expected
credit losses for these loans with Individual Impairment calculation. As a principle, the
provision amount of loan that are Impaired on individual basis is calculated as the difference
between the actual outstanding of the loan with a} liquid collateral amount and with b} sum of
the present value of all different cash flows discounted with the actual interest rate of the loan

. POCI assets are financial assets that are credit impaired cn initial recognition. The Bank only
recognises the cumulative changes in lifetime ECLs since initlal recognition, based on a
probability-weighting of the three scenarios, discounted by the credit-adjusted EIR..
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m) impairment of financial assets (continued)
Loan commitments, letters of credht and financial guarantee:

The credit conversion factor Is used to convert the amount of a credit line (the unused part) and other
off-balance sheet amounts to an EAD amount. It is a modelled assumption, which represents a
proportion of any undrawn exposure that is expected to be drawn prior to default event occurring. For
each type of product, the CCF factor for the Bank is applied as below:

. Letter of Guarantee & Letter of Credit with residual maturity <= 1 year = 20%
. Letter of Guarantee & Letter of Cradit with residual maturity > 1 year = 50%
. Unused part of Term Loans = 0%

. Unused part of Overdrafis = 20%

. Unused part of Credit Cards = 20%

Debt instruments measured at fair value through OCJ

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

Purchased or originated credif impaired financial assets (POCI)

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

Forward looking information

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

. GDP growth

. Unemployment rates

. Central Bank base rates
[ Inflation rates.

The inputs and models used for calculating ECLs may not always capture all characteristics of the
market at the date of the separate financial statements. To reflect this, qualitative adjustments or
overlays are occasionally made as temporary adjustments when such differences are significantly
material.

n) Credit enhancements: collateral vaiuation and financlal guarantees

To mitigate its credit risks on financial assets, the Bank seeks to use collateral, where possible. The
collateral comes in various forms, such as cash, securities, letiers of credit/guarantees, real estate,
receivables, inventories and other non-financial assets. Collateral, unless repossessed, is not recorded
on the Bank’s statement of financial position.

However, the fair value of collateral affects the calculation of ECLs. It is generally assessed, at a
minimum, at inception and re-assessed on a frequent basis [different periods for different types: For
example, for R/Estate collaterals the frequency Is yearly {business premises) or every 3 years
(residential premises)]. However, some collateral, for example, cash or securities relating to margining
requirements, is valued daily
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n) Credit enhancements: collateral valuation and financlal guarantees (continued)

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

If a loan, as part of its contractual terms, is guaranteed by a third party the Bank estimates the
corresponding ECLs based on the combined credit risk of the guarantor and the guaranteed party, by
reflecting the guarantee in the measurement of the loss given default (LGD). The Bank considers the
financial guarantee integral to the contractual terms of the guaranteed loan, when the guarantee was
entered into at the same time, or within a short time, after the loan Is advanced.

Guarantees that are not integral to the loan’s contractual terms are accounted as separate units of
accounts subject to ECL.

o) Collateral repossessed

The Bank’s policy for repossessed coilaterals is to determine whether an asset can be best used for its
internal operations or should be sold. Assets determined to be useful for the internal operations are
transferred to their relevant asset category at the lower of their repossessed value or the canrying value
of the original secured asset. Assets for which selling is determined to be a better option are transferred
to assets held for sale at their fair vaiue (if financial assets) and fair value less cast to sell for non-
financial assets at the repossession date in, line with the Bank’s policy.

in its normal course of business, the Bank engages external agents to recover funds from the
repossessed assets, generally at auction, to settle outstanding debt. Any surplus funds are returned to
the customers/obligors. As a result of this practice, the residential properties under legal repossession
processes are not recorded on the balance sheet.

p)  Write-offs

Financial assets are written off either partially or in their entirety only when the Bank has no reasonabie
expectation of recovering a financlal asset in its entirety or a portion thereof. If the amount to be written
off is greater than the accumulated loss allowance, the difference is first treated as an addition to the
allowance that is then applied against the gross carrying amount. Any subsequent recoveries are
credited to credit loss expense.

q) Forborne and modlified loans

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

The Bank considers a loan forborne when such concessions or modffications are provided as a result
of the borrower’s present or expected financlal difficulties and the Bank would not have agreed to them
if the borrower had been financially healthy. Indicators of financial difficulties include defaults on
covenants, or significant concerns raised by the Credit Risk Management Unit,

Forbearance may involve extending the payment arrangements and the agreement of new loan
conditions. Once the terms have been renegotiated, any impairment is measured using the original EIR
as calculated before the modification of terms. It Is the Bank’s policy to monitor forbotne loans to help
ensure that future payments continue to be likely to occur.

Derecognition decisions and classification between Stage 2 and Stage 3 are determined are determined
based on pre-defined criterla. If these procedures identify a loss in relation to a loan, it is disclosed and
managed as an impaired Stage 3 forborne asset until it is collected the probation period is successfully
completed or written off,

When the loan has been renegotiated or modified but not derecognised, the Bank also reassesses
whether there has been a significant increase in credit risk. The Bank considers whether the assets
should be classified as Stage 3. .
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Q) Forborne and modified loans {continued)

Once an asset has been classified as forborne, it will remain forborne for a minimum 12-month probation
period. In order for the loan to be reclassified out of the forborne category, the customer has to meet all
of the following criteria:

. All its facilities have to be considered performing

. The probation period of one years has passed from the date the forborne contract was
considered performing

. The customer does not have any conftracts that are more than 30 days past due.
r Fair Value of financial instruments

The fair value of financial instruments is the price that would be received to sell an asset or paid to
transfer a liabiity in an orderly transaction in the principal {or most advantageous) market at the
measurement date under current market conditions {i.e., an exit price) regardless of whether that price
is directly observable or estimated using another valuation technique. When the fair values of financial
assets and financial liabilities recorded in the statement of financial position cannot be derived from
active markets, they are delermined using a variety of valuation techniques that include the use of
valuation models. The inputs to these models are taken from observable markets where possible, but
where this is not feaslble, estimation is required in establishing fair values. Judgements and estimates
include considerations of liquidity and model inputs related to items such as credit risk (both own and
counterparty), funding value adjustments, correletion and volatility. For further details about
determination of fair value please see Note 11

s) Cash and cash equlvalents

Cash and cash equivalents comprise cash balances on hand, unrestricted cash deposited with Bank of
Albania and short-term highly liquid investments with original maturity of three months or less from the
date of acquisition that are subject to an insignificant risk of changes in their fair value and are used by
the Bank in the management of its short-term commitments.

) Repurchase and reverse repurchase agreements

Securities sold under agreements to repurchase at a specified future date are not derecognised from
the statement of financial position as the Bank retalns substantially all of the risks and rewards of
ownership.

The corresponding cash received is recognised in the statement of financial position as an asset with a
corresponding obligation to retumn it, including accrued interest as a liability within cash collateral on
securities lent and repurchase agreements, reflecting the transaction's economic substance as a loan
to the Bank.

The difference between the sale and repurchase prices is treated as interest expense and is accrued
over the life of agreement using the EIR. When the counterparty has the right to sefl or re-pledge the
securities, the Bank redlassifies those securities in [ts statement of financial position to financlal assets
held for trading pledged as collateral or to financial investments FVOCI pledged as collateral, as
appropriate.

Conversely, securities purchased under agreements to resell at a specified future date are not
recognised in the statement of financial position. The consideration pald, including accrued interest, is
recorded in the statement of financial position, within cash collateral on securities borrowed and reverse
repurchase agreements, reflecting the transaction’s economic substance as a loan by the Bank. The
difference between the purchase and resale prices is recorded in net Interest income and is accrued
over the life of the agreement using the EIR.

if securities purchased under an agresment to resell are subsequently sold to third parties, the

obligation to return the securities is recorded as a short sale within financial liabilities held for trading
and measured at falr value with any gains or losses included in net trading income.
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

u) Leasing

(i) Bank as a lessee

The Bank makes the use of leasing arrangements principally for the provision of the office space, and
IT equipment and motor vehicles {(although the Group currently has no motor vehicles).

The rental contracts for offices are typically negotiated for terms of 1 and 5 years. The Bank does not
enter into sale and leaseback arrangements. All the leases are nagotiated on an individual basis and
contain a wide variety of different terms and conditions such as purchase options and escalation
clauses. The Bank assesses whether a contract is or contains a lease at inception of the contract. A
lease conveys the right to direct the use and obtain substantially all the economic benefits of an
identified asset for a period of time in exchange for consideration.

Some lease confracts contain both lease and non-lease components. These non-lease components
are usually associated with facilities management services at offices and servicing and repair contracts
in respact of motor vehicles. The Bank has elected to not separate its leases for offices into lease and
non-lease components and instead accounts for these contracts as a single lease component. For its
other leases, the lease components are split into their lease and non-lease components based on their
relative stand-alone prices.

Measurement and recognition of leases as a losses

At lease commencement date, the Bank recognizes a right-of-use asset and a lease liability in its
consolidated statement of finangial position. The right-of-use asset is measured at cost, which is made
up of the initial measurement of the lease liability, any initial direct costs incurred by the Bank, an
estimate of any costs to dismantle and remove the asset at the end of the lease, and any lease
payments made in advance of the lease commencement date {net of any incentives received).

The Bank depreciates the right-of-use asset on a straight-line basis from the lease commencement date
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The Bank
also assesses the right-of-use asset for impairment when such indicators exist.

At the commencement date, the Bank measures the lease llabllity at the present value of the lease
payments unpaid at that date, discounted using the Bank’s Incremental borowing rate because as the
lease contracts are negotiated with third parties it is not possibie to determine the interest rate that is
implicit in the lease. The incremental borrowing rate is the estimated rate that the Bank would have to
pay to borrow the same amount over a similar term, and with similar security to obtain an asset of
equivalent value. This rate is adjusted should the lessee entity have a different risk profile fo that of the
Bank.

Lease payments included in the measurement of the lease liability are made up of fixed payments
(including in substance fixed), variable payments based on an index or rate, amounts expected to be
payable under a residual value guarantee and payments arising from options reasonably certain to be
exercised,

Subsequent 1o initial measurement, the liability will be reduced by lease payments that are allocated
between repayments of principal and finance costs. The finance cost is the amount that produces a
constant periodic rate of interest on the remaining balance of the lease liability.

The lease liability is reassessed when there Is a change in the lease payments. Changes in lease
payments arigsing from a change in the lease term or a change in the assessment of an option to
purchase a leased asset. The revised lease payments are discountsd using the Bank's incremental
borrowing rate at the date of reassessment when the rate implicit in the lease cannot be readily
determined. The amount of the remeasurement of the lease liability is reflected as an adjustment to the
carrying amount of the right-of-use asset. The exception being when the carrying amount of the right-
of-use asset has been reduced to zero then any excess is recognized in profit or loss.
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

u) Leasing (continued)
(0 Barnk as a lessee (continued)

Payments under leases can also changs when there is seither a change In the amounts expected to be
paid under residual value guarantees or when future payments change through an index or a rate used
to determine those payments, including changes in market rental rates following a market rent review.
The lease liability is remeasured only when the adjustment to lease payments takes effect and the
revised confractual payments for the remainder of the lease term are discounted using an unchanged
discount rate. Except for where the change in lease payments results from a change in floating interest
rates, in which case the discount rate is amended to reflect the change in interest rates.

To respond to business needs particularly in the demand for office space, the Bank will enter into
negotiations with landlords to either increase or decrease available office space or to renegotiate
amounts payable under the respective leases. In some instances, the Bank is able to increase office
capacity by taking additional floors available and therefore agrees with the landlord to pay an amount
that is commensurate with the stand-alone pricing adjusted to reflect the particular contract terms. In
these sifuations, the contractual agreement is treated as a new lease and accounted for accordingly.

In other instances, the Bank is able to negotiate a change to a lease such as reducing the amount of
office space taken, reducing the lease term or by reducing the total amount payable under the lease.
Both of which were not part of the original terms and conditions of the lease. In these situations, the

Bank does not account for the changes as though there is a new lease. Instead, the revised contractual
payments are discounted using a revised discount rate at the date that the lease is effectively modified.
For the reasons explained above, the discount rate used is the Bank's incremental borrowing rate
determined at the modification date, as the rate implicit in the lease is not readily determinable.

The remeasurement of the lease liability is dealt with by a reduction in the camrying amount of the right-
of-use asset to reflect the full or partial termination of the lease for lease modifications that reduce the
scope of the lease. Any gain or loss relating to the partial or full termination of the lease is recognized
in profit or loss. The right-of-use asset is adjusted for all other lease modifications.

The Bank has elected to account for short-term leases and leases of low-value assels using the
practical expedients. These leases relate to items of office equipment such as desks, chairs, and certain
IT equipment. Instead of recognizing a right-of-use asset and lease liability, the payments in relation to
these are recognized as an expense in profit or loss on a straight-line basis over the lease ferm.

(i) The Bank as a lessor

As a lessor the Bank classifies its leases as either operating or finance leases. A lease is classified as
a finance lease if it transfers substantially all the risks and rewards incidental to ownership of the
underlying asset and classifled as an operating leass if it does not.

v) Property and equipment

N Recognition and measurement

ltems of property and equipment are measured at cost less accumulated depreciation and impairment
losses. Cost includes expenditures that are directly attributable to the acquisition of the asset. When
paris of an item of property or equipment have different useful lives, they are accounted for as separate
items {major components) of property and equipment. Any gain or loss on disposal of an item of property
and equipment (calculated as the difference between the net proceeds from disposal and the camying
amount of the item) is recognized with other income in profit or loss.

(1] Subsequent costs

The cost of replacing part of an item of property or equipment Is recognlzed in the carrying amount of
the item If it is probable that the future economic benefits embodied within the part will flow to the Bank
and its cost can be measured rellably
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4, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

v) Property and equipment {continued)
() Depreciation
Depreciation is recognized In profit or loss using the straight-line method over the estimated useful life

of each part of an item of property and equipment. Land and artwork are not depreciated. The estimated
useful live for the cumrent and comparative periods are as follows:

In years
e Building 40
» Office furniture 5
» Motor vehicles S
+ Leasehold improvements 912
e Computer and IT equipment 45

Assets are not depreciated until they are brought into use and transferred from assets in the course of
construction into the relevant asset category.

Right-of-use assets are presented together with property and equipment in the statement of financial
pasition. Right-of-use assets are depreclated or a siraight-line basis over the shorter of the lease term
and the estimated useful lives of the assets.

w) intangihle assets

Intangible assets are stated at cost less accumulated amortization and any impairment losses.
Amortization is calculated on a straightine basls over the expected useful life of the asset The
estimated useful live for the current and comparative periods are as follows:

In years
¢ IT software and applications 4-10

x) Impairment of non-financial assets

The camying amounts of the Bank's non-financial assets, other than deferred tax assets, and
inventories, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the assef's recoverable amount is estimated. An
impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash
flows that largely are independent from other assets and groups. Impairment losses are recognised in
profit or loss. Impairment losses recognised in respect of cash-generating uniis are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reducs the carrying amount
of the other assets in the unit {group of units) on a pro rate basls,

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and Its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset.

y) Provisions

A provision is recognized if the Bank has a present legal or constructive obligation that can be estimated
reliably as a result of a past event, and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions ara determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability. The expense relating to any provision is presented in the
income statement net of any reimbursement in other operating expenses.
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4. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

z) Employee benefits

The Bank makes only compulsory social security contributions that provide pension benefits for
employees upon retirement. The local authorities are responsible for providing the legally set minimum
threshold for pensions in Albania under a defined contribution pensien plan. The Bank’s contributions
to the benefit pension plan are charged to profit or ioss as incurred.

5. RISK MANAGEMENT
The Bank has exposure to the following risks from its use of financial instryuments:

a credit risk

b. liquidity risk

c. markef risks

d. capital management

This note presents information about the Bank's exposure to each of the abave risks, the Bank's
objectives, policies and processes for measuring and managing risk, and the Bank’s management of
capital.

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Bank’s risk
management framework. The Board has established the Bank Asset and Liability (ALCO), Credit and
Sensitive Affairs and Provisioning committees, which are respensible for developing and monitoring
Bank risk management policies in their specified areas. All Board commlitees have both executive and
non-executive members and report regularly to the Board of Directors on their activities.

The Bank’s risk management policies are established to identify and analyse the risks faced by the
Bank, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes In market conditions,
products and services offered.

The Bank, through its training and management standards and procedures, aims to develop a
disciplined and constructive control environment, in which all employees understand thelr rofes and
obligations.

The Bank Audit Committee is responsible for monitoring compliance with the Bank’s risk management
policies and procedures, and for reviewing the adequacy of the risk management framework in relation
to the risks faced by the Bank. The Bank Audit Committse is assisted in these functions by intemnal
Audit. Intemnatl Audit undertakes both regular and ad-hoc reviews of risk management controls and
procedures, the results of which are reported to the Audit Committee,

(a) Credit risk

In the normal course of its business, the Bank [s exposed to credit risk on its loans and advances to
customers and financial institutions, investment securities and other off-balance-sheet items. Credit risk
is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to
meet its contractual obligations and arises principally from the Bank's loans and advances to customers,
debt securities, on funds with other financial institutions and other off-balance sheet items. For risk
management reporting purposes, the Bank considers and consolidates all elements of credit risk
exposure (such as individual obligor default risk, country and sector risk). The Bank manages its
exposure to credit risk on a ragular basis by closely monitoring credit limits, its loan portfolic and
concentration of exposure.

Management of credit risk

The Board of Directors has delegated responsibility for the management of credit risk to its Credit
Committee. The Credit Risk Unit, reports to the Chief Executive Officer and, is responsible for oversight
of the Bank’s credit risk. The management of credit risk is accomplished through:

Formulating credit risk policies In consultation with business units, covering collateral requirements,
credit assessment, risk grading and reporting, documentary and legal procedures, and compliance with
regulatory and statutory requirements.
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5. RISK MANAGEMENT (CONTINUED)

{a) Credit risk (continued)
Management of credit risk (continued)

Establishing and monitoring of the delegation levels and escalating process regarding the credit
approvals. Board of Directors delegatas its power of approval authority to the Credit Committees of the
Bank currently for an amount up to the equivalent of EUR 3,000,000 on increases of existing facilities
or granting of new facilities; and up to the equivalent of EUR 5,000,000 on renewal or restructuring of
current facilities. However, for financing of specific sectors of economy as well as certain counterparty
types, which are considered riskier such as gambling, financial institutions, political parties, foundations,
etc., the approval authority remains with the Board of Directors regardless of the amount of financing.

Reviewing and assessing credit risk. Bank Management and Credit Risk Assessment Sector of the
Bank assess all credit exposures limlts, prior to the final approval by the competent authority. Renewals
and reviews of facilities are subject to the same process.

Limiting concentrations of exposure to counterparties, geographies and industries (for loans and
advances), and by issuer, credit rating band, market liquidity and country (for investment securities).

Developing and maintaining the Bank's risk classifications in order to categorize exposures according
to the degree of risk of flnanclal loss faced and to focus management on the attendant risks. The risk
classification is used in determining where impairment may be required against specific credit
eXposures.

The current risk grading framework consists of five categories: a) standard, b) watch, ¢) sub-standard,
d) doubtful and e) lost. The loans classified into the first two categories are considered as performing.
The loans falling under the 3 last categories are considered as Non-performing. Apart from the criteria
of the days in delay, the Bank uses also the following qualitative criteria for defining the risk

categorization of the loans:

- Ability to pay

- Financial condition

- Management liability

- Collateral and guarantors
- Loan structure

Loans with renegotiated terms are loans that have been restructured due to deterioration in the
borrower’s financial position and where the Bank has made concessions that it would not otherwise
consider. The loans with renegotiated terms are considered individually impaired in the first year from
the implementation of the restructuring.

Credit related commitments risk

The Bank makes available to its customers guarantees that may require that the Bank makes payments
on their behalf and enters into commitments to extend credit lines to secure their liquidity needs. Letters
of credit and guarantees (including standby letters of credit) commit the Bank to make payments on
behalf of customers in the event of a specific act, generally related to the import or export of goods.
Such commitments expose the Bank to similar risks to loans and are mitigated by the same control
processes and policies.

Definition of default and cure

The Bank considers a financlal instrument defaulted and therefore Stage 3 (credit-impaired) for ECL
calculations in all cases when the borrower becomes 90 days past due on its contractual payments.
The Bank considers treasury and interbank balances defaulted and takes immediate action when the
required intraday payments are not settled by the close of business as outlined in the individual
agreements. As part of a qualitative assessment of whether a customer is in default, the Bank also
considers a variety of instances that may indicate unlikeliness to pay. When such events ocour, the
Bank carefully considers whether the event should result In treating the customer as defaulted and
therefore assessed as Stage 3 for ECL calculations or whether Stage 2 Is appropriate.
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5. RISK MANAGEMENT (CONTINUED)

(a) Credit risk (continued)
Definition of default and cure {continued)

Such events include:

a) significant financial difficulty of the Issuer or the borrower;

b) a breach of contract, such as a default or past due event;

c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession(s) that the lender{s) would not
otherwise consider;

d) it is becoming probable that the borrower will enter bankruptey or other financial reorganization;

e) the disappearance of an active market for that financial asset because of financial difficulties;
or

f) the purchase or origination of a financial assst at a deep discount that reflects the incurred
credit losses.

It is the Bank’s policy to consider a financial instrument as ‘cured’ and therefore re-classified out of
Stage 3 when none of the default criteria have been present. The decision whether to classify an asset
as Stage 2 or Stage 1 once cured depends on a set of criteria, at the time of the cure.

The Bank’s criterion for ‘cure’ for ECL purposes is less sfringent than the 24 months requirement for
forbearance, which is explained in Note 4.q.

Significant increase in credit risk

The Bank continuously monltors all assets subject to ECLs. In order to determine whether an instrument
or a portfolio of instruments Is subject to 12mECL (Stage 1) or LTECL (Stage 2), the Bank assesses
whether there has been a significant increase In credit risk.

The Bank also applles a secondary qualitative method for triggering a significant increase in credit risk
for an asset, such as moving a customer/facility to the watch list, or the account becoming forborne. In
certain cases, the Bank may also consider that events explained In Note 11 are a significant increase
in credit risk as opposed to a default. Moreover, if contractual payments are more than 30 days past
due, the credit risk is deemed to have increased significantly since initial recognition.

When estimating ECLs on a collectlve basis for a group of similar assets (as set out in Note 11), the
Bank applies the same principles for assassing whether there has been a significant increase in credit
risk or not.

Exposure at default

The exposure at default (EAD) represents the gross carrying amount of the financial instruments subject
to the impairment calculation, addressing both the cllent's ability to increase its exposure while
approaching default and potential early repayments too. EAD for credit cards and other revolving
facilities is set out in Note 12,

To calculate the EAD for a Stage 1 loan, the Bank assesses the possible default events within 12
months for the calculation of the 12mECL. For Stage 2, Stage 3 and POCI financial assets, the exposure
at default is considered for events over the lifetime of the instruments.

The Bank determines EADs by modelling the range of possible exposure outcomes at various points in
time, corresponding the multiple scenarios. The IFRS 9 PDs are then assigned to each economic
scenario based on the outcome of Bank’s models.

Probability at default

The Probability of Default is an estimate of the likelihood of default over a given time horizon. A default
may only happen at a certain time over the assessed period if the facility has not been previously
derecognized and is still in the portfolio.

For the purpose of a collective evaluation of impairment (Stage 1 and Stage 2), loans are grouped on
the basis of similar credit risk characteristics that are indicative of the debtors’ ability to pay all amounts
due according to the contractual terms (for example, on the basis of a credit risk evaluation or grading
process that considers asset type, customer type, collateral type, past-due status and other relevant
factors). The characteristics chosen are relevant to the estimation of future cash flows for groups of
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Notes to the separate financial statements for the year ended 31 December 2021

{All amounts are In thousand Albanian Lek, uniess otherwise stated)
8. RISK MANAGEMENT (CONTINUED)

(a) Credit risk (continued)
Definition of default and cure (Continued)

such loans by being indicative of the debtors' ability to pay all amounts due according to the contractual
terms of the assels baing evaluated.

The methodology consists of:
a) Creation of pools for facilities with similar credit characteristics {e.g., products)
b) Celculation of & 12-month PD per each stage

c) Calculation and estimation of Lifetime PD for each segment with the incorporation of Macro
adjustment.

Loss given default

The LGD calculation has the following components:
a) Probability of Cure (Cure Rates)

b) Loss Rats given no Cure

Cure events are exposures that exit default status (expresses the likelihood of exit from Stage 3 status).
Thus, exposuras that transit from status NPE or FNPE to PE or FPE in 12 months following the
observation pariod are identified as having returned to performing siatus and a cure event has occurred.
Exposures are considered to have stopped being non-performing when all the following conditions are
met

a) the debtor does not have any amount past-due by more than 90 days.
b) One year has passed since the forbearance measures were extended

c) the situation of the debtor has improved to the extent that full repayment, according to the
original or when applicable the modified conditions, is likely to be made;

The Loss Rate involves esfimating recovery rates per segment by observing historical cumulative
recoveries as a percentage (%) of outstanding exposure. Regarding recoveries, the historical cash
payments from default exposures are considered.

Analysis of risk concentration

The Bank monitors concentration of credit risk by sector. An analysis of credit risk at the reporting date
is shown below:

Net Loans and advances to customears
31 Decamber 2021 31 December 2020

Concentration by sector
Services 42,530 68,884
Wholesale 2,853,414 3.954,367
Construction 4,264,185 1,777,307
Manufacturing 2,664,726 2,322,224
Real Estate 1,674,002 1,181,436
Hotels and restaurants 7.057,790 3,358,806
Electricity, gas and water supply 2,850,116 2,611,484
Retail Trade 1,742,161 1,114,141
Other 1,753,735 1,828,262
Businesses 25,102,664 18,216,891
Mortgage 9,894,399 10,576,810
Consumer 502,497 484,381
individuals 10,396,896 11,061,191
Carrying amount 35,499,560 29,278,082
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Notes to the separate financial statements for the year ended 31 December 2021
(All amounts are in thousand Albanian Lek, uniess otherwise stated)

5. RISK MANAGEMENT (CONTINUED)
(a) Credit risk {continued)
Analysis of risk concentration {continued)

Loans and advances to banks and cash
e ulvalent

Concentration by sector 31 December 2021 31 Decomber 2020
Bank 7,710,086 7,837,156
Carrying amount 7,710,086 7,837,166
Financlal Investments
Concentration by sector 31 December 2021 31 December 2020
Sovereign Bonds 39,545,179 365,146,559
Carrying amount 39,545,179 35,146,559

The credit quality of the maximum credit exposure of debt securities based on Moody’s ratings, where

applicable, is as follows:

Financial Investments debt securitles

Sovereign 31 Docember 2021 31 December 2020
Rated B1 39,645,179 35,146,559
39,545,179 35,148,559
Concentration of Credit Risk
Tha following concentrations of credit risk arise in the Bank’s credit-risk portfolio.
31 As %total
31 December As % total Decembaer on
2021 onbalance 2020 balance
Republic of Albania sscurities 39,545,179 43% 35,146,559 44%
Balances with Bank of Albania 10,342,078 11% 14,080,755 18%
Total direct Albanian Sovereign
risk 49,887,257 55% 49,227,314 61%
Largest bank 843,338 1% 657,946 1%
Largest customer 2,443 473 3% 1,248,969 2%
Total largest bank and customer 3,386,811 4% 1,904,015 2%
Total on-balance-shest risk 53,274,068 58% 51,132,229 64%

The counterparty for the largest bank exposure as at 31 December 2021 Is a foreign bank being
Raiffeisen Bank AG (2020: Raiffeisen Bank AG ). The counterparty for the largest customer exposure
as at 31 December 2021 is OSHEE SHA (2020: OSHEE SHA ).

Maximum exposure to credit risk

Net Maximum Ex osure
31 December 2021

31 Dacoember 2020

Cash and cash equivalenis (excluding cash on hand) 8,579,850 9,582,272
Loans and advances to banks 6,280,427 8,218,239
Financial assets FVOCI 22174175 18,242,385
Financial assets amortised cost 21,188,670 16,904,174
Loans and advances to customers 35,4990 560 29,278,082
Financial Leasing 316,746 52,166
Sundry debltors 152,852 11,385
Total on-balance-sheet risk 91,201,280 80,288,703
Undrawn credit commitments 3,172,843 1,588,958
Guarantees in favour of customers 959,857 465,014
SPOT Transactions 125,544 37,135
Total credit related commitments 4,258,244 2,001 107
Total Credit Risk Exposure 95,450,524 82,379,810
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Notes to the separate financial statements for the year ended 31 December 2021

(All amounts are in thousand Albanian Lek, unless otherwise stated)
5. RISK MANAGEMENT (CONTINUED)

(a) Credit risk (continued)
Maximum exposure to credit risk (continued)

Where financial assets are recorded at fair value, the amounts shown represent the current credit risk
exposure, but not the maximum risk exposure that could arise in the future as a result of changes in
values. The Bank makes available to its customers guarantees which may require that the Bank makes
payments on their behalf and enters into commitments to extend credit lines to secure their liquidity
needs. Such commitments expose the Bank to similar credit risks, which are mitigated by the same
control processes and policies. Every month, the Bank assesses the credit related commitments for
impairment. Amounts subject to individual impairment assessment are non-cancellable commitments
granted to non-performing customers or customers with restructured credit facilities.
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BANKA KANE E INVESTI EVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(All amounts in ALL thousand, unless otherwisse stated)

5. RISK MANAGEMENT {CONTINUED)
{a) Credit risk (continued)
Credit Quality by class of financial assets {continued)

The table below shows loans and net advances to customers classified into two main groups, impaired
individually and in group.

Net loan exposure and advances to

customers
Individually impaired 31 December 2021 31 December 2020
Gross balance 3,376,367 5,147,944
Deduction for impairment losses 1,434,862 2,114,247
Book valua 1,941,485 3,033,807
Depreciated in groups
Gross balance 34,059,504 28,660,427
Daduction for impairment losses 501,439 416,042
Book value 33,558,085 26 244 385
Total carrying amount of Loans and advances
to customers 35,499,560 29,278,082

Specific movements for individual and group depreciation are presented in detail in note 11.
The table below shows net financial rents categorized into two main groups: individually depreciated
and group.

Net ex osure for finance lease

Individually impaired 31 December 2021 31 December 2020
Gross balance - -
Deduction for impairment losses - -
Book value - -
Depreciated in groups

Gross balance 319,945 52,604
Deduction for impairment losses 3,199 528
Book value 316,746 52168
Total carrying amount of Loans and advances

to customers 316 746 52,166

Movements for impairment of finance lease are detailed in note 13.

The following is an analysis of gross and net balances (deductible for impairment losses) for
individually impaired loans according to risk ciassification:

Loans and advances to individuall im aired customers
31 December 2021 31 Decomber 2020

Gross Net Gross Net
31 December
Low rigk - fair 442,014 430,475 100,140 72,552
In pursuit 19,536 16,181 148,751 117,068
Non-standard 482 941 291,160 768,945 531,521
Suspicious 366,568 262,658 1,531,811 749,308
Lost 2,065,200 851,070 2,598,297 1,563,248
Total 3,376,358 1,941,544 5,147,944 3,033,697
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BANKA AMERIKANE E INVESTI EVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(All amounts in ALL thousand, uniess otherwise stated)

5. RISK MANAGEMENT (CONTINUED)
(a) Credit risk (continued)
Write-off policy

The Bank writes off a loan/security balance (and any related allowances for impairment losses) when
Bank Sensitive Affairs and Provisioning Committee determines that the loan/securitles are uncollectible
and with the approval of the Board of Directors. This determination is reached after considering
information such as the occurrence of significant changes in the borrower/issuer’s financial position
such that the borrower/issuer can no longer pay the obligation, proceeds from collateral will not be
sufficient to pay back the entire exposure. For smaller balance standardised loans, write off decisions
generally are based on a product specific past due status as well as on legal actions followed related
to the enforcement procedure.

The Bank holds collateral against loans and advances to customers. The Bank implements its internal
guidelines on the accepiability of specific classes of collateral or credit risk mitigation. The Bank holds
collateral mainly in the form of:

. Real Estate morigages over residential as well as business properties;

) Pledge over business assets in operation such as machineries and equipment, inventory, and
accounts receivable;

s Cash collateral and certain securities {i.e., Treasury Bills), etc.

Estimates of fair value are based on the value of collateral assessed at the time of borrowing, and
generally are updated on an annual basis.

The estimated cash flows derived from the collateral, including guarantees securing the exposures, are
usually the main source of future cash flowe from non-performing loans. Some of the valuation
parameters used for the calculation are:

) Realizable value of collaterals, which is estimated by reducing the appraised market value of
the collateral with a discount factor. This takes into account the characteristics of similar groups
of collaterals. it presumes an average recoverable value of specific collateral, based on the
Bank's experience.

. Timing of the expected cash flow, which represent the expected recovery time (in years) of a
specific type of collateral.

Collateral, generally, Is not held over loans and advances to financial institutions, except when securities
are held as part of reverse rapurchase and securities borrowing activity.

For the purposes of the calculation of individual impairment for Loans and advances to Customers, the
Banks considers as collaterals Real Estate properties, cash collateral and Bank Guarantees.

There is no collateral for Joans and advances to banks, except in reverse repurchase case. For large
part of loan portfolio, the fair value of collateral exceeds the amounts of loans, however the Bank
normally discounts the fair value of the collateral with 49% (2020: 49%) to account for the practical and
administrative process of a foreclosure. In such a manner, the bank is protected against the potential
default of the client.
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Notes to the separate financial statements for the year ended 31 December 2021
(All amounts in ALL thousand, unless otherwise stated)

5. RISK MANAGEMENT (CONTINUED)
(a) Credit risk (continued)
Credit impaired loans and advances

The breakdown of the carrying amount of the individually impaired loans and advances (and including
off-balance sheet exposures) by class, along with the fair value of the collateral held by the Bank as
security, are as follows:

31 December 2021 31 December 2020

Collateral Collateral

Credit impaired Amount with Credit impaired Amount with

lcans halrcut loans halrcut

Corporate + SME 679,137 786,528 1,968,517 1,182,233
SBE 1,280,520 1,929,007 1,089,510 1,108,615
Individual Secured 1,312,775 1,983,633 1,887,966 2,871,435
Individual Unsecured 103,888 - 101,951 -
Financial Leasing - - - -
Guarantee - - - -
Total gross 3,376,356 4,693 168 8,147,944 5,162,283
Total ECL 1,434,862 2,114,247 -
Net 1,941 494 - 3,033 697 -

When the Bank holds repossessed assets in its ownership, their conversion into cash is the first aim of
the Bank, through marketing the properties for sale. Proceeds are used to reduce or liquidate the
carrying amount of the loans. If there is no satisfactory offer collected, the Bank’s practice is to keep
the asset for sale until receiving the best offer. Depending on operational needs and the suitability of
the asset o fulfil those needs, management may decide to make use of the property; in such cases a
reclassification into property and equipment of the Bank is performed. The respective amounts of
repossessed properties are disclosed in note 17.

The collateral structure of loans in different stages is presented below:

31 December 2021 Sta o1 Sta e2 Sta e3 POCI Total
Property with haircut 31,547,594 2,210,620 4,679,473 - 38,437,687
Pledge - - - - -
Cash 2,043,515 26,410 19,695 - 2,089,620
Total 33,591,108 2,237,030 4,699,168 - 40,527,307
31 December 2020 Sta o1 Sta o2 Sfa 3 POCI Total
Property with haircut 26,472,546 3,218,450 5,128,227 - 34,819,223
Pledge - - - - -
Cash 1,424,595 26,118 34,056 - 1,484,768
Total 27,897,141 3,244,568 5,162,283 38,303,992
Loans and advances renegotiated

Restructuring activities include extended payment agreements, modification and deferral of payments.
Following restructuring, a previously overdue customer account is reset to normal status and managed
together with other similar accounts. The total restructured portfolio during 2021 is LEK 238 million

(2020: LEK 32 billion).

Set out below is the carrying amount of restructured loans and advances to customers, net of
impairment allowances, during the whole life of products, by product:

Sta e1 Sta o2
Commercial 171,454 166,085
Mortgage 162,070 209,083
Consumer 6,944 5,820
Total 340,488 470,988

Sta- o3

1,057,852
197,166
8,357
1283,476

POCI

31 Dec 2021 31 Dec 2020

1,395,491
658,319
21,122

2 074,921

2,386,579
976,440
24,297
3,387,316
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BANKA AMERIKANE E INVESTI EVE SHA

Notes to the separate financlal statements for the year ended 31 December 2021

(Al amounts in ALL thousand, unless otherwise stated)

5. RISK MANAGEMENT (CONTINUED)
{a) Credit risk (continued)

In the current economic circumstances, the Bank has been encouraged, recommended and required
by government and regulators to offer new loans to customers under 2- types of government Sovereign

Loan.

The key features of each support program include {but not limited to) the following:

1-

Payment of salaries eligible within the Covid-19 program

The loans are supported 100% by government guarantees in a total of ALL 300.000.000;

The funds have been disbursed only to support salaries up to three consecutive months
(calculated based on the February payroll list);

The applicable interest rate is calculated as the yield of 12M treasuries adjusted for a 0.5%
premium, up {o 2.85%;

The lenders have to be officially classified as affected customers/industries/sectors from the
pandemic;

These loans are to be disbursed at an administration fee of 0% and apply a grace period of 3
months; and

The loans disbursed only in ALL, have a maturity up to 2 years.

Sovereign Loan within Covid-19 program, for business development {“Working Capltal”)

The loans are supported 60% by government guarantees in a total of ALL 400.000.000;

The loans will facilitate the lender address working capital and investment needs and provide
support to commercial operations. Under no circumstance, should the funds be used to finance
illegal activities or refinance other loan facilities.

The applicable interest rate is calculated as the yield of 12M treasuries adjusted for a 3.00%
premium, up to 5.00%;

The lenders have to be officially classified as affected and temporary closed industries/sectors
from the pandemic;

These loans are to be disbursed at an administration fee of 0% and apply a grace period up to
6 months; and

The loans disbursed only in ALL, have a maturity up to 5 years.

The following tables present the number of customer accounts and associated loan values of customers
under government supported programs as of 31 December 2021 and 31 December 2020.

31 December 2021
Corporate &

MBE SBE Total
Number of approved accounts 30 3 61
Loan value of customers under the scheme 899,987 680,054 1,580,041
% of portfolio 5.77% 6.07% 5.90%

31 Decembher 2020
Corporate &

MBE SBE Total
Number of approved accounts 12 13 25
L.oan value of customers under the schame 473,656 46,677 520,333
% of porifolio 3.22% 0.76% 1.58%
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Notes to the separate financial statements for the year ended 31 December 2021
(All amounts in ALL thousand, unless otherwise stated)

5. RISK MANAGEMENT (CONTINUED)
(a) Creodit risk (continuad)

The following table present the gross carrying amount and cormesponding ECL by stage for loans and
advances to customers subject to payment reliefs provided under govemment supported programs as
of 31 December 2021 and 31 December 2020.

31 December 2021

Sta o1 Sta e2 Sta o3 Total
Gross carrying amount 1,552,593 25,347 2,102 1,580,041
% of portfollo 6.51% 5.21% 0.09% 5.90%
ECL 19,747 3,635 2,268 25 649
% of total ECL 7.80% 19.65% 0.16% 1.52%

31 December 2020

Sta o1 Sta 62 Sta 03 Total
Gross carrying amount 516,706 3,626 - 520,333
% of portfolio 2.10% 0.17% 0.00% 1.568%
ECL 5,355 248 5,603
% of total ECL 1.72% 0.24% 0.00% 0.16%

Repayment risk

The Bank's activities may cause risk at the time of repayment of transactions and frades. Repayment
risk is the risk of loss due to a company's failure to meet its obligations to provide cash, valuables or
other assets as agreed in the contract. Repayment risk with financial institutions and other govemment
counterparties is included within a system of limits for all transactions with these counterparties and is
subject to daily monitoring, defined and regulated according to the regulation of the Central Bank of
Albania "On risk management of large exposures of Bank".

(b} Liquidity Risk

Liquidity risk Is defined as the possibility that an institution is unable to meet its payment obligations due
to its Incapaclty to liquidate assets or obtain adequate funding from the market (funding liquidity rigk),
or due fo the difficulty of easily unwinding positions in financial assets without negatively and
significantly affecting their price due to inadequate market depth or temporary market disruptions.

Management of liquidity risk

The Bank’s approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Bank’s reputation.

The Bank's liquidity management process includes:

- Day-to-day funding, managed by monitoring future cash flows to ensure that requirements can
be met. Thase include replenishment of funds as they mature or are borrowead by cusiomers;

- Maintaining a portfolio liquid and marketable assets;
- Monitoring balance sheet liquidlty ratios against internal and regulatory requirements; and
- Managing the concentration and profile of debt maturities.
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5. RISK MANAGEMENT (CONTINUED)
{b) Liquidity Risk (continued)
Management of liquidity risk (continued)

The responsibility for the management of dally liquidity position remains with the Treasury Sector
Monitoring. Daily reports and information exchanged through various functions of the Bank cover the
projected estimated cash flows for the next day, week, and month, which are considered as key liquidity
management periods. The starting point for those projections is the analysis of the contractual maturity
of the financial liabilities and the expected collection date for the financial assets. The Management of
short- and medium-term liquidity is a responsibility of ALCO. ALCO analyses on a monthly basis the
liquidity posltion of the Bank and proposes the actions deemed as necessary.

The key measure used by the Bank for managing liquidity risk is the ratio of highly liquid assets to short
term liabilities, and the cumulative gaps up to 3- months. For this purpose, the highly liquid assets are
considered as including cash and cash equivalents and FVOCI securities portfolio. The Liquidity ratios
defined by the Bank are in compliance with Bank requirements imposed by the Regulation “On Liquidity
Risk Management”.

The Bank calculates on a daily to monthly basis the following ratios: liquid assets to short-term liabilities,
loans to deposits, and liquid assets to deposits. Liquid assets are considered as including cash and
cash equivalents, Albanian government treasury bllls and any short-term deposits with banks maturing
within 7 days.

Details of the liquid assets to short-term liabllities ratio during the reporting period were as follows:
31 Dacember 2021 31 December 2020

Average for the period 67.89% 77.88%
Minimum for the period 84.31% 74.47%
Maximum for the period 75.63% 85.89%

40



17

698's61°9

gLe'ecl’e
£Pe'ziL'e

zal'ses’s
yes'siy'is
88L'Ls¥')

08lL'95Z'or
SOL'2b2'sl
192'066'ST

9.9'L13'08
L0S' LTy
srlols
095°86Y'S5E
sha'zoc'cy
obs'e01

188'Z8L°9
Les'azZL’L

eyl

698e61°9
9692050}

Z6OSY
ze9'cP

82¢'Liv'0l
80Z'est'y
19E°Z)

Sie'zor
Z65'v88'e
oro'oLl'y)

£9E'EY
£v£'889'6

0v6'8€0°s

‘UMBIPLIM 84 JOU PUB S|qB)S U[BLIGY 0} pajoadxe 88 SIBLLOJSND Ui SIUNOIDE JUBLIND S8 SMO). YSED [ENJORALOD Y} LIOL
ApueayiuBis Alea sepNgel) jelouBul L0 L0 smoy Yses paydadxe spjueg ey "sjuswenbal Apinbiy jeew o} pjos Lipees oq ued Yaum ‘subjpsonos Aq ponssi
$BjLNoas jqep pue ‘sjusieainbe yseo pue ysed Buispduiod asse pindj| spjoy xueg ey} 'sojl|iqe)| [erpueul woly Buisiie s Aypinbi) jo jusiuebeuew sy Jo Jed sy

LIy
LI18'S96'CZ

Svo'orl
SPo'op)

ZOPTLLYT
veL'sel'se
20¥'LS

FIP'SEZ'PL
2.6'8p8'0)
9cZ'ehT'er
862'SGS5°E
866001
060'89E'9)
LOF' 015’9
80F'cS9'

siee ¢

reo'lel ‘ez
€E6'594°y)

9826212
99E'€2L'2
L9582 LL
rer'eel'se
60c"088
£re'109'22
L' \SZ'Y
158'082'91
£80°€05
108'v8
8I1£'189'2
£28'686'9
zes'sey’l

syjuowl 7}-¢

LOL‘VLE'EL
EVE9Z5'T
820'ZVZ
819'2v2
899°C8Z'T
850'6EY'L
zeo'eze
69Z'LLY'S
626'669
8e8'vre

08E'sS LS
109'eZl
res'Ll
LiT'196
acl'evi'e

258'01E

syjuow g-|

8eSShY'LL 1202 J9quIedeq 1§ dVS QILVINAND
8ESSPY'LL 1202 Jequiedsq L€ d¥O TVLOL
sor'ol 1I3HS IINVIVE-4H0 dvO TVLOL
Gop'ol MOJING 188YS BOUEIEY JO
- MOYU| 188YS BOUEtRY JO
£Z8°'L9Y 1L 13HS IONVIVENO dvO TVIOL
05£'808°22 WLiOL
889'712Z SORNIGET |EjoUBu| JORO
- WeQ pajeuIpsogns
BEO'SBY'E s)sodap ew|| — SIBLUOISNG WOy sisodeg
96z LF0'El sHjueg woy susodag
185'090°9 RUSIAEND Yim sJunoase Bupaegauauny
SHUBH LM SIUNOIOR JUaLIND

S3UMEvT

IZS'IE'L L violL
525'SE S]988Y |RPURUL] SO0
6¥0'0 Burses| ERUBL
Zes'008 {sueq)
Gunwoped se0iB) S1eWI01SNT 0) SEIUBADE PUE SUBCT]

G6¥'Ser'L SOAUNOGS JUSLYSEAL]
0v5'801 jueg 0} SEIUBAPY
662'082'1 juswennbes BAISSE] LUNUKUIK
165'5Z1'L juejeainbe yses pue ysep
81388V

\puowWw L 03 n 1202 Joquuedeq Lt

"penjew eq (|s seijiqel] pue sjesse |efueul 3saly uaym awg ay) Bugewyse u) JuewBpnf

pasn sey jueg oy ‘sjuelungsul jeisueLy ey) Joj) ejqgesiidde s1 Aumew Buiuiewes jBn0BAUD OU aJayAA ‘suoidunsse As0lsiy uopusial Jo JuswAedal Jies
Aue Bupoeye. jou pue Aiumew Bujuewe) o} Buipioooe ‘seiiqe)| pue S}esse |eioueLl) 198YS BOUBIEG-YO PUE U0 JO) JUEG B JO JNOJU| SMOY YSED Pejun0ds|pun
8y} s1apjsuad )| ‘0Z0Z Jequiece Le Je se ‘juewebeueiu s)ueg ey} Aq palojuow Agueund se jueg sy Jo uogenis Apinbj| ey) SMOYs pesojoud e|qe] 8|

(penuguoa) jisy Aypinbn (@)
(G3NNILNOD) LININIOVNYN SN 'S

(pejejs aspwieyl0 SSejun ‘pussnoy} TIV Uj SJUNOWE fy)

LZ0Z J8quisde(] L€ papud Jesk ayj 10§ sjuLWele}S jejouBuy ejesedes o) 0) SOJON

VHS 3AIRILSIANI 3 INVIRITANVY VIINVE



(44

z89005°L

656'885°s
656'885°}

Ho'erl'e
“sLLZYIOL
908'H¥L

6.9'Y80°rF
SSZ'10TL
CEY'rILYT

0z8'16Z's8
¥9€°861'c
99128
Z80'8LZ'6T
6og‘orl'se
08’00
08E'LLb9
0LY'880°1 )

2oL

z89'095'L
BEL'9TTTI

02892y
989'cy
¥28'802'C)
L889¢ELY
20E9
£sy'asy
LETEVI'E
1Z8'c0¥r'9)
100°608°2

029'868'e

2180 G IOAD

9SY'S09'y
Lez'0zo'el

£89°101
£689'191
rig'isi'sl
SEL'EEL'IT
.82
208'vL9'L)
118'622'0)
ero'sii’or
8/9°010'c
y9Z'vE
£8E'eZL'El
089°0€€’12

ye0'sals'e

slee ¢-|

189°689'7Z
o129t

690°6£0°1
699'620'}

86y’ 2286
001'9.9°9Z
bLLLLY

Z0¥'08¢'z22
l8g'zig'e
zoo‘eve'sl
ges‘zer
€9LCI
£60'¥29'D
L6L°0P8'Z

oiLL'2e'L

sjpuowt Z1-¢

0zs'ale's
£08°0€2'S

Lpe°I8Z
MW0'L82

zolL'zeg'y
Ie'asy's
1diaqd"
0S9'g51L'9
20zZ'see’L
819'008

8.9'018"¢
geLe
291'e
680'SP)’L
60L'9¥0'2

18E'8LE

syjuow ¢-|

LLL'8i0'L
L12'8L0°)

08Z'L8
082’28

L¥'166
901°668'v}
zLz'arl

Zle'6ie'e
£50'908'S
629'806's

809°206'c}
6010l
LI£°0
909'sL8

654'0ee
0v8'001L
892Z°L6L')
oLy'860’sL

Wuow 03 n

0Z0T quiede £ 4vD AALYINNND
0Z0Z Jequiadaq £ dvO TVLOL

133HS FONVIVE-440 d¥D TVIOL
Moppno jesys aduejeg 4O

Mopu) yeayg sdueied 4O

LIHS IONVIVE-NO dVO TVLOL

TVLOL

Safinqe! jeroueuld JOYO

1qeq pejeulpsoqng

s)isodep el — SISWOENa Wway sysadeq
jueg way spsodeq

SISICISND LM SJUNoIoe Buregaualns
THUEG UM SHUNCIOE JUaNND

sauravn
. TV10l

8]9Sy {B[oUBU|{ JARO
Buiere ElURLy

{sueo|

Bujuuoped 56046} SISWINISNO O) SEOLBADE PUE SUBOT
SPUNOBS JUSLUISBAL]

SHYUBQ 0] SBOLBADY

juewennbel aale8al WUy

ejeainbe yseo pue ygeo

$138SvY

0Z0Z 1equedaq L
(penupuoo) ysp Aypibl  (q)
(GINNLLNOD) INIWIOVNVA NS 9

(Peisss esimioijo ssejun ‘pussnot] Ty U Sjunowe jiy)

LZ0Z J0We09( LE pepue Jeek ey) 10} sjusweje)s [Rjouruy ejeledes o) 0} S8JON
VHS FATNILSIANI F SNWIRIGANY INVE



BANKA E INVESTIMEVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(Al amounts in ALL thousand, unless otherwise siated)

5.  RISK MANAGEMENT (CONTINUED)
{b)  Liquidity risk {continued)

The information provided relates to cash flows deriving from financial off-balance-sheet liabilities,
therefore it considerably differs from the face of the statement of financial position. The analysis does
not include non-financial liabilitles and equity and comprises cash flows of contractual interest.

The table below shows the Bank’s financial contingent liabllities and financial commitments.

»5
1Month 1-3Months  3-12 Months 1-5 Years Years Total
31 December 2021 .
Commitments 16,465 242 875 2,723,366 146645 43,692 3,172,843
Guarantees 210 356,907 93,115 453813 15,112 950,857
SPOT Transactions 125,544 - - 125,544
31 Dacember 2020
Commitments 87,279 257,641 1,038,669 161,683 42,686 1,588,958
Guarantees 89,578 64,227 199,062 112,147 - 465,014
SPOT Transactions 37,135 - - 37135

The Bank expects only a small part of the commitments to be demanded within one month and
guarantees to be closed at maturity date. Refer also to note 32 Commitment and contingencles.

Recongiliation between contingent liabllities and commitments maturity table and note 32 Commitment
and contingencies is as follows:

31 December 2021 31 December 2020

Commitmants 31728043 1,588,958

Un-drawn credit facilites 3,172,843 1,588,958
Guarantees

Letters of credit - -

Guarantees in favour of customers 069,857 465,014

SPOT transactions 125,544 37,135

Undiscounted cash flows based on remaining outstanding balance for financial liabilities as at 31
December 2021 and 31 December 2020 is as follows:

Gross
Carrying nominal 1 1-3 312

amount outflow Month Months Months >1 Years
31 December 2021
Due fo banks 13,747,165  13,747.165 13,047,236 608,929 - -
Due to customers 72,246,941 72,846,244 9645115 6,489,477 27,075,322 29,856,330
Subordinated liabllities
31 December 2020
Due to banks 7.201,255 7,201,255 58680583 1,335202 - -
Due to customers 68,199,118 68,786,635 8,982885 7,080,563 26,485,847 26,237,340

Subordinated liabilities - - - -
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Notes to the separate financial statements for the year ended 31 December 2021
(Al amounts in ALL thousand, unless otherwise stated)

8. RISK MANAGEMENT (CONTINUED)
(c) Market Risk

Market risk is the risk that changes In market prices, such as interest rate, equity prices, foreign
exchange rates and credit spreads (not relating to changes in the obligor's / issuer’s credit standing)
which will affect the Bank's income or the value of Its holdings of financial instruments. The objective of
market risk management is to manage and conirol market risk exposures within acceptable parameters,
while optimizing the return on risk.

Management of market risks

The Bank holds its securities portfolio in accordance with IFRS 9 as either at Amortised Cost or at Fair
Value through OCI,

Exposure to Foreign Exchange rate risk

Foreign exchange rate risk is defined as the possibility that foreign exchange rate fluctuations produce
significant changes, both positive and negative, in the Bank’s statement of financial position. The key
sources of exchange rate risk consist of:

Foreign currency loans and deposits held by corporate and retail customers;

Investment securities;

Trading of foreign banknotes;

Collection and/or payment of interest, commissions, administrative costs, etc. in foreign
currencies.

The Board of Directors sets limits on the level of exposure for both overnight and intra-day positions,
which are monitored daily by the Operational Risk and Permanent Controls Specialist.

Exchange rates sensitivity analyses include standard scenarios of a 200-basis point (bps) paraliel fall
or rise in exchange rates of the main currencies EUR (2021: ALL 64,406 thousand; 2020: ALL 88,680
thousand) and USD (2021: ALL (23,076) thousands; 2020: ALL 204 thousands) in both profit or loss
and equity. The analysis below includes only monetary assets and liabilities denominated in ALL and
foreign currencies. The table below summarizes the Bank's exposure to foreign currency exchange rate
risk as at year end date. The Bank’s exposure to foreign currency exchange rate risk as at 31 December
2021 and 31 December 2020 is as follows:

31 December 2021 ALL EUR uUsD Other Total
Assots

Cash and cash equivalents 183,179 5387413 1,492,778 62,221.00 7.125,591
Loans and advances to banks 1,730,234 4,179,258 379,935 - 6,289,427
FVOCI Securities 16,866,668 2,764,385 2,612,760 30,362 22,174,175
Amortised cost Secuwrities 18,275,648 2,913,022 - - 21,188,870
Loans and advancas to

customers 10,311,539 25,159,281 28,740 - 35,499,560
Financial Leasing 318,748 316,746
Other financial assets B,767 10,009 790 220 17,786
Total 47,374,035 40,730,114 4,415,003 92,803 92,611,953
Liabilities

Due to banks 13,747,185 - - - 13,747,165
Due to customers 33,115,700 36,003,488 3,066,224 81,531 72,248,941
Subordinated Debt - - - - -
Lease liability 302,072 - - - 392,072
Other financial liabliliies 515,771 837,776 119,517 8,724 1,481,788
Total 47,770,708 36,841,262 3,185,741 70,255 87,867,966
Net Poslition 296,673 3,888,852 1,229,262 22,548 4,743,989
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5. RISK MANAGEMENT (CONTINUED)

{c) Market risk {continued)

Exposure to Foreign Exchange rate risk {continued)

31 Decamber 2020

Assets

Cash and cash equivalents
Loans and advances to banks
FVOCI Securities

Amortised cost Securities

Loans and advances to customers

Financial Leasing
Other finencial assets
Total

Liabilities

Due to banks

Due to custnmers
Subordinated Debt
Lease Bability

Other financial liabilities
Total

Net Position

Exposure to Interest Rate risk

ALL

2,268,762
1,663,804
16,585,609
14,400,725
6,179,063

4,826
41,011,679

7,201,255
33,406,009

435,421

210,839

41,253,614
241,833

EUR

6,831,212
4,288,519
1,656,876
2,484,449
23,077,858
52,166
8,323
38,380,503

32,378,966

625,603
32,904,659
5,484,844

usp
1,835,270
385,919

21,01

2,343,093

2,348,271

4,085
2,353,356
10,264

Other Total
63,166 11,008,410
- 6,218,239

- 18,242,385

- 16,904,174

- 29,278,082

- 52,168

104 14,088
63,270 81,807,545
- 7,201,285
64,782 68,100,118
435421

1,190 741,807
85,972 786,577,801
2,702 5,229,944

The principal Interest Rate risk to which the Bank's portfolios are exposed is the risk of loss from
fluctuations in the future cash flows or fair values of financial instruments because of the change in
market interest rates. This risk arises primarily from securities portfolio, retail and corporate banking.
Interest rate risk is managed principally through periodic monitoring of interest rate spreads betwesn
Bank’s assets and liabilities and also preparing related scenario analysis on interest rates for decision

making purposes.

Standard scenarios that are considered on a monthly basis include a 200-basis point (bps) parallel fall
or rise in all interest rates up to one year and 200 basis points (bps) parallel fall or rise over one year.
The following sensitivity analyses shows the Impact in profit or loss of the Bank. There is no impact on
any equity balances, apart from the direct impact from profit or loss.

Estimated Profit{loss) effect

Estimated Profit\(loss) effect

31 Decomber 2021

Upto1 Year over 1 Year

Scenarios Scenarios

200 bps 200 bps 200 bps 200 bps

Increase decrease Increase decrease

(281,757) 281,757 737,474 (737,474)
31 December 2020

Upto1 Year over 1 Year
Scanarios Scenarios

200 bps 200 bps 200 bps 200 bps

Increase decrease Increase decreags

{185,489) 185,489 253,241 {253,241)
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BANKA A ERIKANE E INVESTI EVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(Al amounts in ALL thousand, unless otherwise stated)

5. RISK MANAGEMENT (CONTINUED)
d) Capital Management

The Bank’s lead regulator, Bank of Athania, sets and monitors capital requirements for the Bank. The
Bank's policy is to maintain the capital base within limits, caphtalizing ali activity earnings so as to sustain
future development of the business recognizing the impact of the level of capital on shareholders’ retumn.
The Bank recognizes the need to maintain a balance between the higher returns that might be possible
with greater gearing and the advantages and security afforded by a sound capital position.

Pursuant to current Capital Requirements, the Bank of Albania requires the Bank to maintain a certain
level of total capital of level | and 1l above the total risk-weighted assets and off-balance sheet items,
above the minimum level of 12% and to maintain the ratio of tier 1 capital above the minimum level of
9% During 2021 and 2020, the Bank has had a sufficiency rate, which on December 31, 2021, is 18,27%
(2020: 20.98%). Currently the Bank does not have tier two capital elements. Despite the increase in the
value of risk weighted assets, as a result of increased activity and increasing demand for capital
indicators, the Bank's RMK has been satisfactory above the minimum regulatory level of determined
during 2021.

The policy pursued by the Bank is to malntain a strong core capital in order to maintain the confidence
of investors, creditors and the market as well as to support future business developments.

6. USE OF ESTIMATES AND JUDGEMENTS

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgments are continually evaluated and are based on
available relevant market Information and other factors, including expectations of future events that are
believed to be reasonable under the circumstances.

(/] Impairment losses on financial assets

The measurement of impairment losses across all categories of financlal assets in scope requires
judgement, in particular, the estimation of the amount and timing of future cash flows and collateral
values when determining impairment losses and the assessment of a significant increase in credit risk.
These estimates are driven by a number of factors, changes in which can result in different levels of
allowances, The Bank’s ECL calculations are outputs of complex models with a number of underlying
assumptions regarding the choice of variable inputs and their interdependencies. Elements of the ECL
models that are considered accounting judgements and estimates include:

. The Bank's criteria for assessing if there has been a significant increase in credit risk and so
allowances for financial assets should be measured on a LTECL basis and the qualltative
assessment

. The segmentation of financial assets when their ECL is assessed on a collective basis

. Development of ECL models, including the various formulas and the choice of inputs

. Determination of associations between macroeconomic scenarios and, economic inputs, such
as unemployment levels and collateral values, and the effect on PDs, EADs and LGDs

. Selection of forward-looking macroeconomic scenarios and their probability weightings, to

derive the economic inputs into the ECL models.

Kk has been the Bank’s policy to regularly review its models in the context of actual loss experience
and adjust when necessary.
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Notes to the separate financial statements for the year ended 31 December 2021
{All amounts in ALL thousand, unfess otherwise stated)

6. USE OF ESTIMATES AND JUDGEMENTS (CONTINUED)

{iH Going concern assessment

The Bank’s management has made an assaessment of s abilty to continue as a going concern,
including the impact of COVID-19 pandemic, and is satisfied that it has the resources to continue in
business for the foreseeable future. Management has not identified any material uncertainties that may
cast significant doubt on the Bank's abllity io conlinue as a going concern and therefore the preparation
of the financial statements under the going concern basis remains appropriate.

(iif) Net realizable value of inventory

The Bank has established a policy with respect to the fair values of repossessed assets which are being
measured at the lower of cost and net realizable value. The net reallzable value measurement includes
the use of external, independent property appraisers, having appropriate recognized statutory
professional qualifications, which Is subsequently reviewed from the Bank Management for significant
unobservable inputs and any required write down adjustments.

(v) Valuation of financial instruments

The Bank's accounting policy on fair value measurement is discussed in accounting policy 4.p. The
Bank measures fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the measurements:

- Lavel 1: Quoted market price (unadjusted) in an active market for an identical instrument.

- Level 2: Valuation techniques based on observable inputs, either direclly (i.e., as prices) or
indirectly (i.e., derived from prices). This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for identical or similar
instruments in markets that are considered less than active; or other valuation techniques
where all significant inputs are directly or indirectly observable from market data.

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

Valuation techniques include net present value and discounted cash flow models, comparison to similar
instruments for which market observable prices exist and based on a current yield curve appropriate for
the remaining term to maturity.

Assumptions and inputs used in valuation techniques include risk-free and benchmark interest rates.
The objective of valuation techniques is to arrive at a fair value determination that reflects the price of
the financial instrument at the reporting date, which would have been determined by market participants
acting at arm’s length.

The Bank uses widely recognised valuation models for determining the fair value and uses only
observable market data and require little management judgments and estimation. Observable prices
and model inputs are usually available in the market for listed debt and equity securities. Availability of
observable market prices and model inputs reduces the need for management judgment and estimation
and also reduces the uncertainty associated with determination of fair valuss. Availability of observable
market prices and inputs varies depending on the products and markets and is prone to changes based
on specific events and general conditions in the financlal markets.
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Notes to the separate financial statements for the year ended 31 December 2021
{All amounts in ALL thousand, uniess otherwise siated)

6. USE OF ESTIMATES AND JUDGEMENTS (CONTINUED)

{v) Valuation of financial instruments (continted)

As at 31 December 2021 and 2020 all financial instruments are measured at amortized cost, except
FVOCI assets which have been measured at falr value and the respective fair values have been
disclosed in note 11

As at 31 December 2021 and 2020 all financial instruments are measured at amortized cost, except
FVOCI assets which have been measured at falr value and the respective fair values have been
disclosed in note 11

{v) Impairment of avaflable—for-sale investments

The Bank reviews its debt securities classified as available-for-gale investments and/or FVOCI at each
reporting period to assess whether there is any indication of impairment. This requires similar judgment
as applied to the individual assessment of loans and advances.

The Bank also records impairment charges on available—for-sale investments when there has been a
significant or prolonged decline in the fair value below their cost. The determination of what is
‘significant’ or ‘prolonged’ requires judgment. In making this judgment, the Bank evatuates, among other
factors, historical share price movements and duration and extent to which the fair value of an
Investment is less than its cost.

{vi) Litigation and operafional risk

The Bank Management has established an intemal process with respect to recognition and
measurement of provisions and contingencies due to actual or threaten litigations. Key assumptions
about the likelihood and magnitude of an outflow of resources are based on the internal and external
legal advice following the respective successful defence strategies against resulting actions. Each
action and comesponding risk are assessed on its merits and the underlying constructive or legal
obligation, and the estimate of cash outflows considered payable are independently approved from the
Bank CEO. Management believes that existing or potential future litigation are remote, however due to
causes beyond legal background and framewaork further risks might be triggered.

(viil  Delermination of conirof over investees

Management applies its judgement to determine whether the Bank controls investees. In assessing
whether the Bank conirols the investees, the Bank performs the power analysis and takes into
consideration purpose and design of the investee, the evidence of practical ability to direct the relevant
activities of the investees etc. As a result, the Bank concluded that it does not confrol and therefore
should not consolidate its special purpose vehicles and entlties with recelvables In default, as the Bank
does not have power over the relevant activities of those entities.

(vii)  Tax exposures

In determining the amount of current and deferred tax, the Bank takes into account the impact of
uncertain tax positions and whether additional taxes and interest may be due. This assessment relies
on estimates and assumptions and may involve a series of judgements about future events. New
information may become available that causes the Bank to change its judgement regarding the
adequacy of existing tax liabilities; such changes to tax liabilities will impact tax expense in the period
that such a determination is made.

50



1%

Zy'ece’zo
er'eselo
SYL'¥08'S9
S8ETIT'8!
298°00¥' L1
20

sO¥oIS0E

900's28°1LL
08'5Z8LL
riE'yOZ 18
SIVVILV'TZ
0L9'88L°12
608'sSZ

LLESSLDE

leyol

yor'sse'Ly

¥Tr'oce’Lo -

ISV ISE'0E Z2SZ'Ev9SE
cBe'ZFT'el
298'00¥'21

8Z0'L¥ -

£or'0LE’0e
908°cTe'LL
908'cZ6'LL -

QTR'BON'LIE  S¥B'TOL'EY
SIV'vIVTT
0.9'g8)'12

60662 -

LLE'EGL 98

€ |oAe7] Z 19A07)

enpeA JjeJ

I jaaeEn]

8L1‘88L'89
gli'coL g0
808'0Ly'pe
secTve'el
riL'y08°04
29128

£80'8.Z'6Z

Ie'orz'zL
Le'orz'zL
£S1'6L1'6L
SLIYLLZT
0L0'a8L’1Z
vL'ee

1oa'88Y'sE

junowe
Buptuen
Ej0L

‘S 1947 pUB T [9A97 Jo Ayoselaly enjea Jiey Jo sejiobejea uesmeq
$9([IGEY PuUB SIOSSE [EIUBUY JO SJJSURS) AU USSQ JOU SABY BI0L ] Sejel Jeesslu} eY)| JeeL el Ul 540108} BjqeIedICD JUNCIE OJUI SEYE) sueq sy ‘ollojod
ueD| @} Jo en[ea Jie) B} Bupewnse u| unowe BuiAued Jjey) 0} pajewxoidde eq o) paJopisucd §| enjeA e Jjey] ‘sejel Bugeoy je pue wue) Joys ase sisodep
WBUWIOAO pUB SSOUBADE ‘SURBD| 8y JUSLUSHISS/UORS|I02 JO ©8IN02 BL) L) SWIe)| puB sjusiuedeld Jueg-Jejul opnjoul SUCHINJIISU| JPEID WOL/O) SEOUBADE PUE SUBOT

sil'esl'e9 -

gLL'681'89 -

- 6ss'ovlse
S8E°ZYZ'8L
¥L1'p06'0)

ivs'erz’zL -

\we'are'z. -

- sra‘zocey
SLL'YiL'Te

ol9'g8L'lz -

sopliigel| sepUndes
[ejouBUY WBULSBALY]
80

wnowy U &)

oL

= SIaUOIEND 0] eng
08T 08L'sz ol
- DOAL 18 sjusLIeaAuy| [eIrIeLl]
- ¥ 16 sjuousaAll [BIOUEBL |
19128 Guiges [ejouBL]
£80'8.T°62 RIOIOJSNI O] SADUBADE PUE BUBOT
0Z0Z Jequiedsq |¢

lejoL
- fI8Wojsn o} eng
0E'9LE'SE IeloL
- ID0OA 18 SjuelnsaAl] [BiUBUL

OV I SJUBLISSAL [BfouBUl
FI 7 18 Buses [epueud
199°86Y'SE RIOWIOENY 0} SOOUBADE PUE U0
L1ZOZ Joquuedeq e

SoqReAISIRI

PUB SUBOCT

:SJUBLLNASU| [BIOUBUY S UBE 84} JO Senjea Jie) pue sjunowe BuiKues ey Jno sjes ejqe) eyl

‘ury 80N Ul peurepdxs

se ‘sonbiuyoe) uogen|eA Jo AUaJBI|Y B Lo POsE( POLISSEIO 6.8 SJUBLINNSU| [B{OUBU] ‘POALSD UBS SABY SBN(BA JjB) MOY MOYS 0) JapSo U] "anbjuyoe] uonenjea
e Buisn pejewnse Jo aKeARsqo Aoedlp &) eopd jeyl JeLeym jo ssejpseBes (eoud jixe ue “a7) SUORPUOD JeNJEW JUSUND Jepun Blep JueluaInsesit o) Je
19w (snoebejueape jsoLu Jo) fedipund ey U uooesues Auepso ue ul Ajjiqe| B Jejsuen o} pied J0 108se UE (|9S 0} PaAieoal aq pinom jey) adisd o) s{ enjea Jied

SALLITNEVIT ANV S13SSV TVIONVNIL 40 INTVA JIvd L

(pelegs asymweyo ssojun ‘puesnOY] TTY U SpUNOWS jiy)

LZ0Z Jequieseq] £ pepue JeeA ey} Joj sjuewe)els [ejoueu)) sesedas ay) 0) SEION
VHS SAINILSIANI 3 INIRIT ¥V Y)INVE



BANKA A ERIKANE E SHA

Notes to the separate financial statements for the year ended 31 December 2021
(All amounts in ALL thousand, unless otherwise stated)

7. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES {CONTINUED)
Valuation techniques:
Investment securities at FVOCI

Investment securities are financial instruments issued by the Albanian government and includes both
government bonds (long-term) and treasury bilis (short-term) with fixed or floating rate interest
payments. These instruments are generally liquid but are not listed in a market, hence direct quotations
are not available. As a result, the Bank uses discounted cash flow models with observable market inputs
of similar instruments and bond prices to estimate future cash flows and a market price at which the
security could sell at the date of reporting. In these instances, the Bank classifies those securities as
Level 2. The Bank does not have Level 3 government securities where valuation inputs would be
unobservable.

Due lo customers

The fair values of the Bank's deposits to customers are determined by using the discounted cash flow
method using discount rates that reflect the market's average borrowing rate for similar types of
instruments as at the end of the reporting peried. The Bank presents these instruments as Level 2.

Subordinated Debf

The fair value of the Bank’s subordinated debt is determined by using the discounted cash flow method
using a discount rate that reflacts the instrument's borrowing rate, as there is no market for similar
instruments in Albania to compare it to. The Bank presents this instrument as Level 3.

Loans and advances lo cusiomers and Financial Leasing

For lcans and financial leases measured at amortised cost, a discounted cash flow model is used based
on various assumptions, including current and expected future credit losses, market average rates of
interest for similar types of instruments, prepayment rates and assumptions regarding market liquidity,
where relevant. Due to the nature of the Bank's information systems, and diverse nature of the loan
portiolio, the fair value estimates include significant uncertainty. The Bank classifies these assels as
Level 2.

Sensitivity of fair value measurements to changes in unobservable market data

The table below describes the effect of changing the significant unobservable inputs to reasonable
possible alternatives. All changes except for debt instruments classified as "Financial Investments at
FVOCI) would be reflected in the Income statement. Sensitivity data are calculated using a number of
techniques, including analysing price dispersion of different price sources, adjusting model inputs to
reasonable changes within the fair value methodology.

The ranges are not comparable or symmetrical as the medel inputs are usually not in the middle of the
favourable/unfavourable range.

The table below shows data in relation to Level 3 inputs that are already aggregated on the underlying
product levels without assuming any potential diversification effect but including potential off-sets from
economic or accounting hedge relationships In place. The Bank Is of the opinion that, whilst there may
be some diversification benefits, incorporating these would not be significant to the analysis.

Valuation
Sensitivity analyses Level3 technl ue In uts Sensitivit Im act
Loans and advances to customers Market +200bp/ {2,080,733y
& Financial Leasing 37,008,820 FMS rates =200bp 1,866,363
Markst  +100bp/ {440,797y
Due fo customers 71,923,808 FMS rates -100bp 453,458
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BANKA A ERIKANE E EVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(Al amounts in ALL thousand, unless otherwise stated)

9. CASH AND CASH EQUIVALENTS

Cash and cash equivalents (unrestricted) as at 31 December 2021 and 31 December 2020 can be
detalled as follows:

31 Decomber 2021 31 December 2020
Cash on hand 1,545,741 1,516,138
Unrestricted balances with Bank of Albania 4,159,191 7,963,356
Cumrent Accounts with corespondent banks 1,420,659 1,618,916
Total 7,125,501 11,008,410

Cash and cash equivalents consist of uncenditional accounts denominated in the four major currencies
Lek, Eurg, USD and GBP, with balances in Euro accounting for approximately 46% of the balance as
at 31 December 2021, followed by balances In Lek and USD. Current accounts are placed in
correspondent banks rated from BBB to A+,

10. LOANS AND ADVANCES TO BANKS
Loans and advances to banks as at 31 December 2021 and 31 December 2020 are composed as

follows:
31 December 2021 31 Decoember 2020
Daposits with corraspondont banks 108,540 100,840
Compulsory reserve with Bank of Albania 6,182,887 6,117,300
Total 8,280,427 8,218,239

In accordance with Bank of Albania requirements, the Bank should maintain a minimum of the due to
customers balances, as a compulsory reserve with the Bank of Albania. ALL obligatory reserve may be
used by the bank up to 70% of its value conditionally that the monthly average balance of ALL obligatory
reserve is not lower than the required balance The amount required to be deposited is calculated as
percentage over the USD 1,000,000 customer balances . According to the regulation the rate of required
reserve is related to the currency and the tenor of customer accounts (2017: 10% of customer deposits
at 24 months contractual maturity). Effective from 24 July 2018, rates of obligatory reserve changed as
below:

. 7.5% for customer deposits in LEK with confractual maturity up to 12 months
. 5.0% for customer deposits In LEK with contractual maturity over 12 months up to 24 months
. 12.5% for customer deposits in foreign cumency, when the ratio “Deposils in foreign

currency/Total deposits” is up to 50%

. 20% for customer deposits in foreign currency, when the ratio “"Deposits in foreign
currency/Total deposits” is higher than 50%

The obligatory reserve rate denominated in ALL is 100% of repurchase agreements rate. Meanwhile,
this ALL balance had an interast rate as at 31 December 2021 of 1.00% a year (31 December 2020;
1.00% a year). The obligatory reserve rate denominated in EUR is indexed at ECBDF rate of (0.5)% a
year (31 December 2020: (0.5)% a year).

The loans and advances to Banks are placed with Banks located in the following countries, and bear
on original maturity shorter than 3 months:

31 Decomber 2021 31 December 2020

Albania 8,182,887 6,117,399
France 106,540 100,840
Total 8,280,427 8,218,239

Loans and advances to banks amounting to USD 1,000,000 is a pledge account with the status blocked
for the year 2021 and 2020 at CA CIB in Paris, used for forex transactions.
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BANKA A ERIKANE E INVESTI

EVE SHA

Notes to the separate financlal statements for the year ended 31 December 2021

(All amounts in ALL thousand, unless otherwise staled)
11. INVESTMENTS SECURITIES

Invastments securities can be detailed as follows:

1) DebtInstruments at FVOGI
Albanian Government Treasury Bllls
Albanian Govemnment Bonds
Albanian Governmant Euro Bond
Corporate Bonds
Shares

Total Debt Instruments at FYOC!

I} Debt Instruments at amortized cost
Albanian Government Bonds
Allowance for impaiment lossas
Total Debt Instruments at amortized cost
Total Investment Securities

) Debt Instruments at FVOC}

31 December 2021 31 December 2020

2,144,421 619,155
14,466,909 15,966,353
1,745,089 1,656,877
522,169 -
3,205,497 -
22,174,175 18,242 385

31 December 2021 31 December 2020

21,203,786 16,983,793

105,116 79619
21,188,670 16,904,174
43,362,845 35,146,559

FVQCI securities consist on treasury bills, government bonds Corporate Bonds and Shares classified

as follows:
i) Treasury bills

Treasury bills issued by Albanian Government and by original maturity are presented as follows:

31 Dacamber 2021

Average Nominal Premium / Accrusd  Revaluation Carmrying
Maturity Interest Rate Value Discount Intarest Differance Yalue
3 Months 1.00% 700,000 {1,741) 5565 188 699,002
6 Months 1.30% 600,000 (3,894) 2,883 438 599,407
12 Months 1.85% 849,850 16,089 10,697 1,534 846,012
2,149,850 21704 14115 2160 2144421

31 December 2020
Average Noeminal Premium { Accrued  Revaluation Carrying
Maturity Iinterest Rate Value Discount interesat Difference Value
3 Months 0.77% 100,740 (210) 09 s 109,885
12 Months 2.06% 510,420 11,272 8,334 2,008 509,490
620,160 11,482 8,433 2,044 619,155

Lii) Bonds

Bonds issued by Albanian Government and by original maturity for 2021 are presented as follows:

31 Decamber 2021

Average Nominal Premium / Accrued Revaluation Canrying
Maturity Interest Rate Value Discount interest Difference Value
24 months 2.50% 1,185,000 (538) 8,510 6,348 1,199,320
36 months 2.65% 2,341,000 (4) 21,036 14,982 2,377,014
60 months 4,24% 6,752,900 23,245 114,170 206,200 7,096,515
84 monthe 8.79% 1,683,000 (1,704) 9,825 73234 1,764,355
120 months 2.73% 1,482,000 14,256 30,026 174,641 1,709,923
180 months  3.50% 316,700 - 2,638 534 319,872
Euro Bond -
24 months 5.87% 1,207,600 - 5457 5624 1,218,681
Euro Bond -
60 months 1.96% 48,304 (286) 922 2,027 50,967
Euro Bond -
120 months  3.50% 483,040 9,811 1,806 406 475,441
15,499,544 25158 203,380 483,906 16,212,088
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Notes to the separate financial statements for the year ended 31 December 2021
(All amounts in ALL thousand, unless otherwise stated)
11.  INVESTMENTS SECURITIES (CONTINUED)

) Debt Instruments at FVOCI continued

i) Bonds (continued)

The bonds issued by the Albanian Government together with their maturities for 2020 are as follows:
31 Dacember 2020

Average Nominal Premium/ Accrued Revaluation Camrying
Maturity Intarest Rate Value Discount interest  Difference Valus
24 months 0.92% 1,583,500 (3,434) 13,261 10281 1,613,608
36 months 2.64% 1,731,900 (2,525) 14,981 9,012 1,753,368
80 months 4.46% 7,020,900 28,834 127,700 179,116 7,356,550
84 monthe 6.79% 1,812,600 (1.944) 8,506 93,985 1,713,237
120months ~ 4.14% 2,951,700 14,773 62,286 500,831 3,520,500
Euro Bond -
60 months 0.92% 1,608,100 2604 12,652 39,729 1,656,877
16,518,700 33,100 239,476 831934 176232

i.ill}) Corporate Bonds
The corporate bonds together with their maturities are as follows:
31 December 2021

Average Nominal Premium / Accrued Revaluation Camrylng
Maturity Interest Rate Value Discount interest  Differance Value
Euro Bond -
60 months 9.75% 483,040 38,097 6,452 {4,320) 522,169
483,040 38,997 8,452 {4,320) 522,169
iiv) Shares

During 2021 the Bank has increased its foreign investments portfolio through investing in shares. Such
investments are made in accordance with the Bank’s investment Policy and Limits, reviewed on yearly
basis. For 2021 the stocks portfolio limit was ELUR 30 million, with @ minimum Company/Security rating
of B as per S&P (or equivalent of other Globally Recognized rating Agencies). A full credit risk
assessment supports these investments in accordance with intarnal/fexternal policles and limits.

The Investments in Shares by Industry are as follows:

31 Dacember 2021 31 Decamber 2020
Investments in Shares by Industry

Travel and Lelsure 1,254,812
Food and Beverages 120,531
Oll and Gas 1,396,570 -
Financial Services 266,493 -
Other 257,091 -
Total investments in shares by industry 3,205,497

The Investments in Shares by currency are as follows:

CcCY Amount
uUsD -
EUR -
HKD -
Total _ -
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1. INVESTMENTS SECURITIES (CONTINUED)

)] Debt instruments at FVOCI continued
The tables below show the movement of gross balance and ECL of FYQCI securities:

FYOCl-Gross Ca  In Amount Sta ¢1 Sta 02 Sta e3 Total
Gross camying amount as at 1 January 2020 20,878,782 - -~ 20,878,792
New assets originated or purchased 4,746,885 - - 4,748,885
Assets de-recognised or repald {7.273.441) - - (1.2713441)
Foreign exchange adustments 4 043 - - 4043

Gross carrying amount — 31 December 2020 18,242,385 - - 18,242,385
New assets originated or purchased at merger date - - - -
New assets originated or purchased 9,611,696 - - 9,611,000
Assets de-recognised or repaid 5,509,011 - - 5588,011

Gross camrying amount — 31 Decomber 2021 22,255.070 - - 22235070
FVOCI- ECL Sta 91 Sta 02 Stael Total
ECL allowance as at 1 January 2020 81,007 81,007
New assets originated or purchased 19,016 - - 19,016
Assets de-recognised or repaid 30,075 - - 30,075
Foreign exchange adjustments (38,841) {38,841)
ECL — 31 December 2020 91,257 - - 91,257
Mew assets originatad or purchased at merger date - - - -
Mew assets originated or purchased 21,713 - - 21,7113
Agsets de-recognisad or repaid 32,075 - - 32075

Total 80,895 - - 80,305

i Debt instruments at amortized cost

The table below sets out the financial assets classified as listed or un-isted at 31 December 2021 and
31 December 2020:

31 Pecember 2021 31 December 2020

Unlisted 1,747,194 -
Listed 19,441,476 15,904,174
21,188,670 16 904 174

The table below sets out the financial assets classified as amortised cost at 31 December 2021:
31 Dacember 2021

Average
Interest Nominal Accrued Remaining Revaluation IFR8 9 Carrying
Maturity Rate Value Interest Premium  Difference Allowance Value
24 Montha 2.54% 1,850,000 {556) 12,650 - (4,1068) 1,857,088
36 Montha 2.74% 2,150,000 (304) 20,126 - {10,168} 2,159,664
60 Montha 459% 2,500,000 (23,733) 28,891 - {11,573} 2,493,585
84 Months 461% 2,070,600 5,849 23,382 (3.452) (9,832) 2,086,547
120 Months 522% 6972000 377,268 138,187 7.251 (33,481) 7.461,245
180 Months 5.86% 500,000 - 4,185 - {(2,361) 501,804
Euro Bond - 1.06%
24 montha ) 1,207,600 - 5,457 - {13,484) 1,199,573
Euro Bond - 2.63%
60 months ) 1,207,600 (7,162) 23,044 - (13,599) 1,200,883
Euro Bond - 3.83%
120 months ) 483,040 8,363 1806 - 5,206 471,187
18,040,840 343,018 257,708 3,799 103,800 19441476
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11. INVESTMENTS SECURITIES (CONTINUED)
i Debt instrumants at amortized cost continued

The table below sets out the financial assets classified as amortised cost at 31 December 2020:
31 December 2020

Average

interest Nominal Accrued Remaining Revaluation IFRS 9 Carrying
Maturity Rate Value Interest Premium Difference Allowance Valus
24 Months 260% 1,950,000 13,766 (3,086) - (6,780) 1,953,900
36 Months 2.80% 1,700,000 16,630 (31) - {6,025y 1,710,574
60 Months 415% 3519300 47270 {30,104) 76 (11,719) 3,524,823
84 Months 453% 2,120,600 23,482 10,273 (5,693) (8,342) 2,140,320
120
Months 413% 4,972,000 103,444 41,263 10,154 (19.812) 5,107,049
Eurc Bond
-24
months 1.96% 1,237,000 5,580 - - {13,420) 1,229,169
Euro Bond
- 60
months 296% 1,237000 23540 8,681 - 13,520 1,238,339

16,735,000 233,722 9,634 4,537 79,610 16,904,174

The tables below show the movement of gross balance and ECL of amortised cost securities:

AC-Grogs Ca in Amount Stage 1 Stage2 Stage3l Total
Gross canrying amount as at 1 January 2020 10,801,522 - - 10,991,522
New assets originated or purchased * (9,069) - - (9,088)
Assets de-recognised or repaid 7,679,839 - - 7,679,839
Transferred to stage 1 1,678,499 - - 1678499

Gross camying amount = 31 Decembar 2020 16 983,793 - - 16,983,793
New assets originated or purchasad 6,094,667 - - 8,004,667
Assets de-recognised or repald 1 790,210 - - 1780,210

Gross carrying amount — 31 December 2021 21,288,250 - - 21,288,250
AC-ECL Stael Stae2 S8tael Total
ECL aliowance as at 1 January 2020 under IFRS © 41,803 - - 41,603
New assels originated or purchased (5,783) - - (5,783)
Assets de-recognised or repaid 46,204 - - 46,294
Transforred to stage 1 2495 - - 2,495

ECL - 31 December 2020 79,619 - - 79,619
New assets originated or purchased 23,407 - - 23,407
Assets de-recognised or repaid 3,448 - - 3,446

ECL — 31 Decomber 2021 90,580 - - 99,580
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12. LOANS AND ADVANCES TO CUSTOMERS

Loans and advances to customers as at 31 December 2021 and 31 December 2020 can be detailed as

follows:

Loans

Overdrafts

Deferred disbursement foes
Gross amount

Allowance for impairment

Total net amount

31 Decoember 2021

32,002,046
5,660,002
167,028
37,585,020
2,085,480

35,499,560

Loan by type of customer and product wise are presented as follows:

Loan portfollo

individual Secured
Individual Unsecured
Retall londing
Corporate & SME

SBE

Lending to businaases
Total

Loan portfolio

Individual Secured
Individual Unsacured
Retail lending
Corporate & SME

SBE

Lending to businesses
Total

Gross car In amount

10,488,851

727,200
11,218,051
15,167,703
11,201,210
26,388,913
37,564,964

Gross car In amount

11,268,330
601,456
11,950,786
13,820,480
6,139,295
19 968 784
31,928,570

31 December 2020

26,650,927
5,392,283
114,640
31,928,570
2,850,468

29,278,082

As at December 31,2021

ECL amount
594,451

224 894
819,345
592,389
673,726
1,268,115
2,085,460

Car In amount

9,894 400
502,308

10,396,706

14,575,314
10,527,540

25,102,854

35,490,560

As at December 31,2020

ECL amount
691,521
208,455
898 076
1,188,080

562,432
1750 512
2,650,488

Car In amount

10,576,809
483,001

11,050 810 _

12,641,409
5,576,863

18218272

20,278,082
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12.  LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)

L Individual sscured loans

The tables below show an analysis of changes in gross carrying amount and the corresponding ECL
allowances for Individual secured Joans Is as follows:

Gross carrying amount as at 1 January 2020
New assels originated or purchased

To existing customsrs

New and closed during the year

Assets de-recognised or repaid

Amortization / Increase of debt

From other segments

To other segments

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Forelgn exchange adjusiments

Gross carrying amount — 31 December 2020
New assals originated or purchased

Assets de-recognised or repaid

Amortization / Increase of debt

From other segments

To other segments

Transfers to Stage 1

Transfers to Stage 2

Transfors to Stage 3

Amounts written off

Forelgn exchange adjustments

Gross carrying amount — 31 December 2021

ECL allowance as at 1 January 2020 under IFRS 98
New assets originated or purchased
Assets de-recognised or repaid
From other segments

To othar segments

Transfars to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re-measurement of ECL
Amounts written off

Foreign exchange adjustments
ECL - 31 December 2020

New assets originated or purchased
Assots de-racognised or repald

Net re-measurement of ECL

From other segments

To other segments

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjusiments
ECL ~- 31 December 2021

Sta o1
8,654,934
1,418,804

1,670
14,274
(745,822)
(724,687)
39,636

(51,363)

298,440
(876,487)
{253,242)

109,517
7,885,674
1,748,170
(741,795)
(744,145)

51,961

(29,883)

717,170
(375,078)

(20,137)

{162,710
8,327,227

Sta a1
83,346
25913
(3,811)
762
(266)
5,431
(50,346)
{50,684}
153,997

867
145,400
30,953
(12,229)
3,262
1,073
(569)
13,349
(20,880)
(4,218)

3057
153,003

Sta a2
1,237,026
15,306

(92,841)

(74,117)
27,474

(294,592)
943,137
(384,038)
16,435
1394,690
936
(118,6895)
(144,306)

(9,544)
(717.170)
660,358
(148,898)

27,348)
899,023

Sta a2
63,176
1,226
(737)
785

(5,357)
53,589
(77.417)
45,261
934
81,460
9
(6,160)
(10,273)

{118)
{13,349)
44123
{(41,171)

1,505
53,016

8ta 03 POCI

1,457,000

(31,163)
(55,345)
34,815
3,159
(3,848)
{66,650)
637,280
{5.980)
18 698
1987,966

(190,6203
{206,466)

(122,922)

(294,280)
169,035
(46,605)
(33,507

1,262,601

Sta @3
338,816

(3,384)
11,746
3,201
(74)
(3.243)
128,101
(13,957)
(1,187)
4613
464,652

(34.9095
16,749

(46,245)

(23,243)
45,389

(25,263)
8,798

338,342

POCI

L T T T T T T T T TR — N T T T T S SO S T S

Total
11,349,860
1,434,110
1,670
14,274
(869,626)
(854,149)
101,925
(48,204)

{5,980)
144 650
11,268 330
1,747,108
{1,051,110)
{1,084,817)
51,961
{162,349)

(u.ws;
(223,565
10,488,851

Total
485,338
27,130
@12
13,203
2,935

185,301
{1,187)
6,414
091,521
30,962
{53,208)
9,738
1,073
(48,032)

{25,253)
13,360
504,451
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12. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)

The tables below show an analysis of changes in gross carrying amount and the corresponding ECL
allowances for Indlividual Unsecured loans is as foliows:

Gross carrying amount as at 1 January 2020
New assets originated or purchased

To existing customers

New and closed during the year

Assets de-recognised or repald
Amortization / Increase of debt

From other segments

To other sagments

Transfers to Stage 1

Transfors to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Gross carrying amount - 31 Decembar 2020
New assats orlginated or purchased

Assats de-necognised or repaid
Amortization / Increase of debt

From other segments

To other segments

Transfers to Stage 1

Transfors to Stage 2

Transfors to Stage 3

Amounis written off

Forelgn axchange adjustments

Gross carrying amount — 31 Dacembaer 2021

ECL allowance as at 1 January 2020 under IFRS 9

New assets originated or purchased
Assets de-recognised or repakd
From other segments

To other segments

Transfers to Stage 1

Transfors to Stage 2

Transgfers to Stage 3

Net re-measurement of ECL
Amounts written off

Foreign exchange adjustments
ECL - 31 Decembar 2020
New assets originated or purchased
Assets de-recognised or repaid
Net re-measurement of ECL
From other segments

To other sagments

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments
ECL - 31 December 2021

Sta o1
582,703
152,191
606
11,037
{81,609)
(102,619}
46,408
{11,482)
3,963
(23,314)
(21,965)

2,276
558 193
235,912

(108,734)
(67.197)
14,410
(75,588)
8,583
(3,228)
(1.772)

3,967
354,614

Sta et
49,740
33,739
{1,964)

1317
{137)
93
{8.447)

{25,2561)
35,258

67
88,281
7.096
(13,091)
3

676
(2,219}
148
(785)
(2,131)

259
75,719

8ta 02
37,537
368

60

(6.1 60;
{7.013)

(3.933;
25318
(14.851)

14
31310

258
(6.985)
(6.125)

(0.533;
8,686
(2,771)

118
17,672

Sta o2
9,230
262
{1.590)

(93)
6,820
{16,866)
10,660

12
8,435
45
(1.877)
(846)

(148)
2,166
@117)

&8
4,790

Sta o3 POCI

(5,550}
(3,926)
(2,402)
(1,734)

(2,004)
36,818
{12,880)
295

101,851
1,385
(9.978)
(10,812)
104,630

(5,458)

4,543

(31,171)
76

154,914

Sta el
103,749

(6,810)
(2,310)
(1,939)

(373)
42,117
(7.170)

{13,900)
375
13,730
1,531
(11,874)
(22,160)
93,956

(1.371)
5,248
(33,304)
1,280
144,385

Total
713,576
152,559

666
11,037
(93,319)
(113,558)
44,000
(13,216)

(12,880)
2,585
891 458 i
237,555
(125,697)
(34,230
118,040
(75,588)

(31,171;
4,161
727,200

Total
162,710
34,001
(10,364)
(993)
{2,076)

38,748
(13,900)
320
208,455
8,672
(26,642)
(23,003)
94,632
(2,219)

{33,384}
1,607
224,804
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12. LOANS AND ADVANGES TO CUSTOMERS (CONTINUED)

. Corporate & SME loans

The tables below show an analysis of changes in gross carrying amount and the corresponding ECL
allowances for Corporate & SME loans is as follows:

Stae1 Stae2 Stae3 POCI Total
Gross camying amount as at 1 January 2020 7,430,784 37,089 1,740,014 - 9,216,807
New assets originated or purchased 4,062,271 - - - 4,052,271
Existing customers 548,301 - - - 548,301
New and closed during the year 247,400 - - - 247,400
Assels de-recognised or repald (603,452) (37,069) (277,101) = {917,622)
Amortization / Increase of debt {721,088) - (359,262) - {1,080,330)
From other segmenis 1,431,852 106,980 913,727 - 2452659
To other segments {700,941) - (47,535) - (748,476)
Transfors to Stage 2 {321,007 321,007 - - -
Transfors to Stage 3 {3,000) - 3,000 - -
Amounte written off - - (24,439) - (24,439)
Foreign exchange adjustments 71,7468 - 11,112 - 82,858
Gross carrying amount — 31 December 2020 11,432,986 427,987 1,968,510 - 13,829,489
New assets originated or purchased 7,242,731 - - - 7,242,731
Assets de-recognised or repald (2,863,309) (44,830) (126,851) - {3,034,990)
Amartization / Increase of debt (1442,243) (18,555) (381,440) - {1,842,238)
From other sagments 522,800 - 522,900
To other segmentis {271,264) (60,466) (197,956) - {529,686)
Transfers fo Stage 1 256,312 (256,312) - - -
Transfers to Stage 2 (96,713) 96,713 - - -
Transfers to Stage 3 {218,665) - 218,685 - -
Amounts writton off - - (781,945) - {781,045)
Foreign exchange adjustrants 212,167 6,564 19,827 - 238,558
Gross carrying amount — 31 December 2021 14,350,568 137,973 679,162 = 15,167,703

Stz &1 Sta e2 Sta a2 POCI Total
ECL allowance as at 1 January 2020 110,876 3 838439 949418
New assets originated or purchased 26,424 26424
Assets de-recognised or repaid {15.069) (3) (165,771) - (180,843)
Net re-measurement of ECL {45,196} - (98,671) - (143,887)
From other segments 1,653 1,804 566,573 - 570,130
To other segments {10,291) - (29,003) - {39,204}
Transfers to Stage 2 {5,038) 8,036 -
Transfers to Stage 3 {299} - 209 - -
Amounts written off - - (228) - (228)
Foreign exchange adjustments 1,022 4 5,322 - 6,340
ECL - 31 December 2020 64,184 6,936 1,116,860 - 1,188,080
New assets originated or purchased 52,529 - - - 52,520
Assete de-recognised or repakd {2177) {552) (88,650) - {91,379)
Net re-measurement of ECL 156,121 (4,339)  (29,538) - 122,244
From other sagmants 393 - - - 393
To other segments (195) (1.422) (74,999) - {76,616)
Transfers to Stage 1 122 {122) -
Transfers fo Stage 2 {2,742) 2,742 - - -
Transfers fo Stage 3 {160,500) - 160,900 - -
Amounts written off - - {586,796) - (586,708)
Foreign exchange adjustments 590 74 15,402 - 16,066
ECL - 31 December 2021 106,745 3,169 432475 - 502,380
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12. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)

v. SBE loans

The tables below show an analysls of changes in gross camying amount and the corresponding ECL

allowances for SBE loans Is as foliows:

Gross carrying amount as at 1 January 2020
New assois originated or purchased

To Existing customers

New and closed during the year

Assets de-recognised or repaid

Amortization / Increase of debt

From other segments

To other segments

Transfars to Stage 1

Transfars to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Gross carying amount - 31 December 2020
New assels originated or purchased

Assets de-recognised or repaid

Amartization { Increase of debt

From cther sagments

To other segments

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Amounts written off

Foreign exchange adjustments

Gross carrying amount — 31 December 2021

ECL allowance as at 1 January 2020 under IFRS 9
New assets originated or purchased
Assets de-recognised or repaid
From other segments

To other segments

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Net re~-measurement of ECL
Amounts written off

Foreign exchange adjustments
ECL — 31 December 2020

New assets originated or purchased
Assets do-recognised or repaid
From other segments

To other segments

Transfors to Stage 1

Transfors to Stage 2

Transfers to Stage 3

Net re-measurement of ECL
Amounts written off

Foreign exchange adjustments
ECL - 31 December 2021

Sta o1
3,683,107
2,684 303

141,947

25,737
(362,748)
(201,782)

592,613

(1,685,056)

213,370
(242,487)

(89,179)

19,610
4,760,125
6,744,333
{996,302)
(239,766)

297,016
(544,180)

270,578
(179.820)
(420,783)

109,663
9,572,538

Sta e 1
52,619
83,469
(4.712)
12,129

(22,485)

1,892
{8,028)

(17.907)

37,196

613
136,808
144,458
(24,818)

12,822
8,815
(16,926)
7.501
(5,105)
(27,083)

3,080
233,380

S8ta o2
453,446
3,627
2,978

(1,271)
11,069
37,175
(118,663)
(213,370)
245,743
(134,142)

3,085
289,657
39,519
{44,020}
{31,388)
19,908
(58,763)
(147,147)
286,331
(1,833)

4112
348,152

Sta a2
14,281
248

3)

372
(12,534)
(1.892)
6.067

192
6,731
7,559
(542)
1,438

(1,904)
(4,543)

7,804
(1,001)

184
15,330

Sta o3
1,820,571
26,999

(154,812)
(31,509)
49,970
(814,452)

(3,256)
223,321
(36.464)

10,235

1,089,513

(48,805)
(69,737)
147,814

(123,431)
(108,511)
431,616
(23.447)
16,492
1,280,520

Sta 03
808,979
14,875
(30,200)
30,671
(547,006)
(39)
118,361
33,569
(10,779)
11,472
418,804

(19,148)
(33,640)
50,424
(3.048)
(2.699)
28,175

{11,699)
2,245
425,016

POCI

g

Total
5,927,814
2,713,929
144,925
25,737
{508,831)
(222,312)
670,758

(2,618,174)

{36,464)
32910
6,139,205
6,783,852
{1,089,127)
(340,891)
464,738
(602,943)

(23.447)
130 267
11,201,210 _

Total
875,879
98,502
{43924)
43,172
(582,005)

98,454
70,765
{10,779)
12,277
582,431
152,015
(44,604)
(19,380)
59,311
(21,878)
349
30,874
(28,174)
{14,699)
5,519
673,726
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12. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED)

V. LG/LC

The tables below show an analysis of changes in gross carrying amount and the cormesponding ECL
allowances for LG/LC is as follows:

Sta o1 Stae2 Staed POC Total

Gross carrying amount as at 1 January 2020 803,104 - - - 803,184
Now assats originated or purchased 177,858 - - . 177,856
Assets de-recognised or repaid (522,244) - - - (522,244)
Net re-measuwrement of ECL - 7,363 - - 7,383
Foreign exchange adjustmenis 1,128 - - 1125
Gross carrying amount — 31 December 2020 465,014 - - - 465,014
New assets originated or purchased 655,518 - - - 055,518
Assats de-recognised or repaid (156,046} - - - {156,048)
Foreign exchange adjustments 4,829 - - - 4,629
Gross camrying amount — 31 December 2021 959,857 - - - 959,857

Ste 81 Stae2 Stae3d POCI Total
ECL allowance as at 1 January 2020 under
IFRS 9 2,300 - 2,300
New assets originated or purchased 178 178
Assets de-recognised or repald {1,021) - {1,021)
Transfers to Stage 1 - -
Net re-measurement of ECL (36) - - (38)
Foreign exchange adjustments 40 - - - 40
ECL - 31 December 2020 1,381 - - - 1,381
New assots originated or purchased 809 - - - 809
Assets de-recognised or repaid (170) - - - {170)
Net re-maasurement of ECL 2,483 - - - 2,483
Foreign exchange adjustments 3,122 - - 3122
ECL — 31 Decamber 2021 1,381 - - 1,381

13. FINANCIAL LEASING

The Bank has issued financial leases to its customers, amounting ALL 316,650 thousand {31 December
2020: ALL 52,166 thousand). These leases have an average life of between one to 5 years, with no
renewal option included in the contracts.

Financial leases to customers as at 31 December 2021 and 31 Decemnber 2020 can be detailled as
follows:

31 December 2021 31 December 2020
Gross investment in finance leases, recelvable

- Not later than 1 year 113,422 16,891
- Later than 1 year and not later than 5 years 206,426 35,803
Less: Unearned finance income - -
Net Investment In finance leases 319,848 52,694
Loss alowances for impaiment 3102 (528

Total 316,746 52,166
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13. FINANCIAL LEASING (CONTINUED)
Finance Lease Receivables — Movement in ross book value

31 Decomber

31 December 2021 2020

Stael1 Stae2 Sta o3 POCI Total Total

Gross camying amount as at 1 January 52,604 - - - 52,604 56,399

New assets originated or purchased 288,972 288,972 -

Assets de-recognisad or repaid {16,908) - - - {18,908} (13,114)
Foreign exchange adjustments 4,912 - - 4912 579

Gross camrying amount — 31 December 310,848 - = 319848 42 708

New assets originated or purchased 2,890 2 390 -

Asssis de-recognised or repaid 167 - - - 167 (18,703)

Depreciation/ Debt Increase - - - - - 7,382
Foreign axchange adjustments 45 - - - 45 667

Total 316,748 - - - 36,746 52 604

Finance Lease Recelvables — Movement in ECL
Sta o1 Stae2 Stae3 POCI Total
ECL allowance as at 01.01.2020 under IFRS 9 427 - - - 427
Assets de-recognised or repaid 92 - - - 92
Foreign exchange adjustments 9 - - - 8
ECL — 31 December 2020 - - - 528
Assets de-recognised or repald 2,748 - - - 2,748
Foreign exchange adjustments 174 - - - 174

ECL - 31 December 2021 3102 - - - 3,102
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BANKA A ERIKANE E INVESTI EVE SHA

Notes to the separate financial statements for the year ended 31 December 2021
(ARl amounts In ALL thousand, unfess otherwise stated)

18. INTANGIBLE ASSETS

Software and
licenses Advances Total

Cost
Balance at 1 January 2020 §79,925 3,702
Additions 24,978 21283
Balance at 31 December 2020 704,903 25,075
Additions 25,149 27,359
Transfers 12,640 12,640
Balance at 31 Decamber 2021 742,092 39,704
Accumulated amortization
Balance at 1 January 2020 525415
Charge for the year {68,340)
Disposals - - -
Balance at 31 December 2020 583,755 -
Charge for the year {60,250)
Disposals - -
Balance at 31 December 2021 644 003
Net carrying value
At 31 December 2020 121,148 25,075 148,223
At 31 Decomber 2021 98,687 39,704 138,481

16. INVENTORY AND OTHER ASSETS

Inventory and other assets as at 31 December 2021 and 31 December 2020 are as follows:

31 Decamber 2021 31 December 2020
Raepossessed Collaterals 3,925,933 3,467,648
Payments In transit and other assets 152,852 11,385
Sundry debtors 71,158 5242
Prepald Expenses 17,786 14,089
Cther 47,442 -
Total 421511 3,408,364

inventory represents repossessed asseis ("the inventory™) acquired in the process of collection of defautted
loans. The movement of “repossessed assets “during the reporting period is presented as follows:

2020 Additions Dis osals 201
At beginning of the period 3,930,303 1,242 450 (747,234) 4,425,519
Reclassification in fixed asset (156,770) - - (158,770)
Impairment of inventory (344,008) {102,619) 65,971 (380,853)
Effect of movements in forelgn exchange 38,120 - 283 37,837
At end of the period 3,467,648 1,139,831 681,548 3,925,033

17. ASSETS HELD FOR SALE

Assets held for sale represent repossessed collaterals {as presentad in note 16) whose selling process
is expected to be realized within 12 months from the reporting date.

- 31 December 2021 31 December 2020
Assets Held For Sale 2,053 2,336
Total 2,053 2,336

67



BANKA A ERIKANE E INVESTI EVE SHA
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17.  ASETS HELD FOR SALE {(CONTINUED)

The movement of “assets held for sale” during the reporting period Is presented as follows:

2021 2020
At beginning of the period 2,338 2,381
Inventory write-down 283 25
At end of the period 2,053 2,336

18. INVESTMENT IN ASSOCIATES AND SUBSIDIARIES

The Bank has investments in participation in ALSE (established on May 4, 2017) and ALREG
{established on May 4, 2017), with a percentage of participation of 45.58% and 47.5% respectively.

During 2019, the Bank increased the share capital of the Albanian Stock Exchange ALSE sh.a. with a
value of 17,500 thousand ALL and the Register of Albanian Titles (Albanian Register of Tifles, ALREG
sh.a), with a value of 16,625 thousand ALL.

The Bank's shareholders during 2018 have established the ABI Broker sh.a in a value of 3,500 thousand
ALL. The purpose is to establish an insurance company so that the Bank can also assist its dlients and
others in the insurance market. This transaction was registered at the NBC on December 27, 2019.

The shareholders of the Bank agreed on the establishment of ABI Invest sh.a in a value of 25,000
thousand ALL. The purpose was to start the activity of a fund management company through which the
Bank will generate profits from investments in securities. This company was registered at the NBC on
Dacember 24, 2018.

The Bank's investment in these associates and subsidiaries is accounted for at cost and as at 31
December 2021 and 2020 are as follows:

31 December 2021 31 Dacamber 2020
Investment in associates:
- ALSE 38,750 38,750
-ALREG 33,250 33,250
Investment in subsidiaries:
- AB! Broker 3,500 3,500
~ ABI] Invest 45,000 45,000
Total 120,500 120,500

19. DUE TO BANKS
Due to banks as at 31 December 2021 and 31 December 2020 are as follows:

31 December 2021 31 December 2020

Correspondent banks
Current accounts -

Resident - -
Deposits

Resident
Repurchase Agreements
Total

The detalls of repurchase agreement as at 31 December 2021 and 31 December 2020 have been as
follows:

31 December 2021

Interest Nominal Accrued
Maturit Rate value interest Book value
06/01/2022 0.50% 11,038,805 302 11,037,107
24022022 0.50% 91,533 48 91,581
24/03/2022 0.53% 593,129 69 593,108
Total - 11,721,407 419 11,721,888
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19. DUE TO BANKS (CONTINUED)

31 Decamber 2020

Interest Nominal Accrued
Maturit Rate velue interest Book value
26/01/2021 0.52% 1,683,324 1,511 1,584,835
24/03/2021 0.53% 1,335,047 155 1,335,202
07/01/2021 0.50% 4171,154 57 4,171,212
Total 7,080,523 1,723 7,001,249

As at 31 December 2021, Albanian Government investment securities of ALL 11,721,886 thousand
(2020: ALL 7,091,249 thousand) have been pledged as collateral for Repurchase Agreements (see
note 16). These transactions are conducted under terms that are usual to the customary to standard
lending, Securities borrowing and lending activities as well as requirements determined by Bank of
Albania.

20. DUE TO CUSTOMERS
Due to customers as at 31 December 2021 and 31 December 2020 are composed as follows.

31 December 2021 51 December 2020
Local Forelgn Local Foreign

Currenc Currenc Total Currenc Currenc Total

Curmrent accounts
Relail 3,303,997 4,261,699 7,585,606 3,107,330 3,362,032 6,469,382
Comporale 1,811,127 1,767,115 3,378,242 1,674962 1,790,989 3,465,951
4,915,124 6,028,814 10,943,838 4,782,202 5,153,021 9,835,313

Saving accounts
Retall 5,030,765 10,007,058 15,046,823 4788078 9,390,150 14,179,128
Corporate - - - - - -
5,039,764 10,007,056 15,046,823 4788973 9,390,150 14,179,128

Deposlis

Relai} 22105088 21,807,172 43,712,280 22,767,968 19,145,385 41,913,353
Corporate 1,055,724 1,488,196 2,543,920 1,066862 1,104,462 2,171,324
23,160,812 23,095,368 46,256,180 23,834,830 20,240,847 44,084,677
Total 33,115,700 39,131,241 72,248,941 33,406,100 34,793,068 68,199,118

Balances due to customers by maturity and currency type are as follows:

31 Decamber 2021 31 December 2020
Local Foreign Local Foreign

Currenc Currenc Total Currenc Currenc Total

Current Accounts 4915124 6,028,814 10,943,838 4782292 5,153,021 5,935,313

Saving Accounts 5,039,764 10,007,058 15,048,823 4,780,978 9,390,130 14,179,128
Deposits

1 month 278,534 421291 699,825 54,802 490,406 545,208

3 months 231,515 866,455 1,097,870 468,203 890,684 1,367,867

6 months 618,589 1,115,080 1,733,879 694,167 1,479,291 2,173,458

9 months 33,782 5,347 39,120 31,182 6,646 37.828

12 months 8,476,659 13,004,915 21,481,574 7.637,782 13,815,706 21,453,488

18 months 682,229 - 882,229 2,408,753 - 2,400,753

24 months 3,327,682 2,241,095 5,568,677 2282250 1,688,315 3,970,574

36 months 6,743,366 5,130,871 11,874,237 7,341,042 1,436,583 8,777,623

60 months 1,513,533 299,281 1,812,814 1,752,382 421956 2,174,338

84 months 846,022 3,032 949,054 874,211 3,003 877,304

120 months 309,000 7.992 316,092 292,048 8,186 300,234

23,160,811 23,005,369 46,256,180 23,834,831 20,240,846 44,084,677

Total 33,115,600 30,131,242 72,248,041 33,408,101 34,793,017 69,199,118
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21. DEFERRED TAX ASSETS AND LIABILITIES

Recognized deferred tax assets and llabilitles and movements in deferred income tax/income during
the year are as follows:

Deferred Tax Ex ense
Yearended Year ended

201 2020 3MM212021 31H2/2020
Equipment and Intanglble assets 25429 23,40 1,838 858
- of which coming from the merger with ex-NBG -
Deferred tax assets 25429 23 491 1938 858
Investment securities at FVOC| (17.125) {108,881} 91,756 63,327
- of which coming from the merger with ex-NBG -
Deferved tax llabliities 17125 108 881 756 63 327
Total deferred tax expense recognized in profit
or loss - 1038 858
Total deferred tax expense recognized In OCI - 738 83327

22, OTHER PROVISIONS
Movements in provisions during the year are as follows:

Off-
Litigations ~ Belance Other Total

rovisions
Balance at 1 January 2020 83058 4 847 88 805
Expensos during the year {118) - (116}
Provigions - 161 161
Provisions reversaed {24,699) {13) (24,712)
Effect of movemenis in foreign exchange 1,696 - 1,608
Balance at 31 Decamber 2020 60 839 - 4905 63,834
Expenses during the year - - (28) {28)
Provisions made during the year - 16,988 18,988
Provision reversed during the year - {19,425) (19.425)
Effect of movements in foreipn exchange 888 - 851 1,439
Balance st 31 Decambar 2021 61,427 - 3,381 64,808

Other includes provision for losses on dormant accounts and current accounts with a debit balance.

23. OTHER LIABILITIES

Other liabilities as at 31 December 2021 and 31 December 2020 are composed as follows:

Payments in transit

Suppliers Payable

Sundry creditors and other payables
Soclal security system payabla
Income tax payable

Other

31 December 2021 31 December 2020
240,943 263,501

49,942 27,804

892,513 408,687

16,327 6,172

248,025 4,148

25,038 31,405

1,481,788 741,807
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24, SHARE CAPITAL

The Bank’s authorized, issued and fully paid capltal as at 31 December 2021 comprises a 100%
shareholding by Tranzit Sh.p.k. The registered share capital at 31 December 2021 and 31 December
2020 is as follows:

Par In original

At 31 December 2021 Cumenc No of shares Value currenc In ALL 000
ALL

EUR 84,760 295.59 25,057,179 3450035

84 769 3430938

Par In original

At 31 December 2020 Currenc No of shares Value currenc In ALL ‘000
ALL

EUR 84,769 295.59 25,057,179 3,450,935

84,769 3,450,035
The shares as at 31 Decamber 2021 and 31 December 2020 are as follows:
31 December 2021 31 Decamber 2020

Number of authorized, fully paid shares at 01 January 84,769 84,769
Number of shares issued during year
Number of authorized and fully paid shares at 31 December 84,769 84,769

During the year 2021, the ownership of Mr. Andi Ballta to the sole shareholder of the Bank, Tranzit
SHPK, was transferred to MOSCOPOLE Inc, following the approval by the Bank of Albania received on
December 31st, 2020, and Dacembar 28th, 2021, respectively for the transfer of 30% and 50%
ownership, resulting in a full transfer as of 2021 year end.

25. RESERVES
LEGAL AND OTHER RESERVE

The Bank should establish a regulatory reserve of 1.25% to 2% of total risk-weighted assets, by
appropriating one fifth of the net profit and before payment of dividends, until the balance on this
measure reaches at least 1.25% of total risk-weighted assets and a legal reserve of 5% of the Bank’s
net income after deduction of accumulated losses from previous years, until the balance of this reserve
reaches 10% of the Bank's share capital but these reserves are not distributable to the shareholders.
The amount of legal reserves as at 31 December 2021 is ALL 775,790 thousand (2020: ALL 548,554
thousand). Under this item is reflected also the reserve from merger with ex-NBG. The movement in
legal and other reserve are as follows:

31 December 2021 31 Dacember 2020

Balance at 1 January 4,430,560 4,292,981

Additional legal reserve for the year 227,237 137,588

Balance at 31 December 4,657,806 4,430,569
FAIR VALUE RESERVES

The fair value reserve comprises the cumulative net change in the fair value of FVOCI financial assets,
until the assets are derecognised or impaired. The changes during the financial year ended 31
December 2021 amounted to an decrease of ALL 166,388 thousand (2020: ALL 681,398 thousand).
Caleulations for Other Reserve in 31 December 2021 and 31 December 2020 are as follows:

31 December 2021 31 December 2020

Revaluation Reserves of FYOCI portfolio 222,303 833,909
Deferred Tax Liabikties {15%) {17,125) {108,881)
Revaluation Reserves of FVOCI portfolio ex-NBG (108,134) {108,134)
IFRS 9 reserve for the prior years 59,880 79,705
IFRS 8 reserve for the year 2020 9,463 (19,825)
Remaining Revaluation Reserve of AC portfollo - 4,534
Total securities Falr Value Capltal Reserve 166,387 681,308
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26, RESERVES (CONTINUED)

Movements in Fair Value Reserve in 31 Dacamber 2021 and 31 December 2020 are as follows:

Other reserve at the beginning of the year
Impact of adopling IFRS

Total changes in Securities portfolio reserves
Changes In Other reserves Racognized in profit
Changes in Other reserves Recognized in other
comprehensive income

Other ressrve at the and of the year

26. NET INTEREST INCOME

Year ended
31 December 2021
851,308

(515,011)
(4,534)

510477
160,387

Yeaar ended
31 December 2020

1,000,332

(387,934;
(9,244)

378,690
481 398

Interest Income calculated using EIR was earned on the following asset and liabilities:

interest Income

Loans and advances to customers
Loans and advances to banks

Financial investments &t amortised cost
Financial investments at FVYQCI

Total interssat Income

intarest expenses

Demand and time deposits
Deposits from banks

Current accounts of customers
Interest expenses ROU aasats
Total Interest expenses

Neat intarest Income

27. NET FEE AND COMMISSION INCOME

Fee Incoma sarnad from services that are provided
over tims;

Current accounts
Cards

Fas income from providing financial services at a point
In ime:

Collection and payment services
Guarantoos given

Internet banking

Amangement fees and others
Fee and commission Income

ATMs and cards

Other banking services

Collection and payment sesvices
Guarantees received

Fee and commission expenses
Net fee and commission Income

Year ended

31 December 2021
1,798,341

(30,744)

1,171,279

794,658

3,693,534

386,641
93,000
4177

17 690
501 488
3,192,036

Year ended
31 December 2021

33,242
{10,615)
43,857

287,907
75,424
11,739

3,343

197,401

321149

22,801
3,505
28,000
2,084
58,470
264 879

Year anded

31 December 2020
1,509,485

(3.729)

951,426

614,810

3,071,992

453,836
91,304
5,843
20,617
§71 400
2 500 592

Year ended
31 December 2020

93,435
55,312
38,123

244,026
62,440
6,963
275
174 348
337,401

42,308
4,271
20,404
4874
71.857
265,604

Fee and commissions do not include fees received for loans and advances to customers (transaction
costs), which are adjusted on initial recognition for the carrying value of these financlal assets as per

effective interest rate method.
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28. OTHER OPERATING INCOME, NET

Yeaar ended
31 December 2021
(Loss)¥Gain on sale of fixed aesels {38,647)
Operational gains 68,673
Total 105 320
29. PERSONNEL EXPENSES
Year anded
31 December 2021
Salarles and bonus 709,207
Social Insurance 78,808
Training & similar 24,082
Total 812,187
30. OTHER ADMINISTRATION EXPENSES
Year endod
31 Decemnber 2021
Deposit Insuranca Premium 208,307
Advertising & publications 82,388
Premises and equipment maintenance & repair 65,565
Rent Expenses 55,802
IT licence foes, HW and sofiware maintenances 44 060
Consulting, legal and professional fees 29,173
Telephone and electricity 22,568
Repocssessad Collaterals insurance & maintenance 20,223
Cards 18,785
Representation expenses 13,964
Reuters 13.410
Stationery 10,660
Insurances 9,437
Clsaning services 9,118
Transport and securlty services 8,825
Travel & business trips 6,509
Local taxes 6,253
Data commumication & Intermnet 1,376
Cther 19,746
647,478

31. INCOME TAX EXPENSES

Year anded

31 December 2020
33,263

284,382

317,645

Year endod

31 Decomber 2020
701,521

66,723

17,689

785,913

Year ended
31 Decoamber 2020
203.143
78,425
60,332
54,475
43,178
28,037
21,663
18,875
28,088
2913
1,254
9,400
9,836
13,393
7,686
5,531
6,528
1,577
18,857
615,001

The componenis of income tax expense for the year ended 31 December 2021 and 2020 are:

Year ended

31 Decomber 2021

Current year (280,725)

Adjustment for prior years -

Current tax expanse (280,725)

QOrigination and reversal of temporary differences 1,938

Defoerrod tax expenses 1,938
Income tax axpense 278787

Year anded
31 December 2020
(202,645)
422
(203,067)
858

858
202,209
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31. INCOME TAX EXPENSES (CONTINUED)

Reconciliation of the income tax expense with the accounting profit(loss) for the year ended 31

December 2021 and 2020 is presented as follows:

Yaar snded Year ended
31 Dacember 2021 31 Dacamber 2020
Accounting profit before tax 1,082,089 1,206,289
Non-deductible expenses 306,673 208,887
Recognition of loans written-off deferred from prior years, net 177,273 124 210
Tax Profit before recognition of losses carrled forward 1,871,499 1,350,866
Recognition of losses camried forward
Taxabls basse 1,871,499 1,350 966
Income tax expense at 15% (2020:15%) 280,729 202,645
Non-deductible adjustments are detailed as follows:
Year anded Year eanded
31 December 2021 31 Descember 2020
Non-deductible exp. IFRS16 109,544 14,552
Depreciation 37,807 30,530
Write back of inventory 36,647 24,664
Non-deductible provision exp. IFRS9 (securities) 35,416 38,018
Financial lsasing 32,004 -
Losses on unrecoverabls loans and overdrafts 28,036 1,270
Personnel Cosis 21,828 9,735
Marksting and sponsorship 15,397 1,082
Reversal/{charge) of sundry operational Iosses 15,310 72,525
Income tax paid on dividend abroad 2,292 -
Penalties 137 62
Other 32,255 16,405
Total 366,673 208,887
At 15% 55,001 31,333

Deductible temporary differences relate to loan and advances to customers written off considered as
tax deductibie only upon fulfilment of the respective criteria set forth in the tax legislation and exhaustion
of any recovery efforts. Following also external tax advice and tax ruling, the management believes that
the income tax provision calculation is appropriate despite the uncertainty of the Albanian tax
environment and existing legislation in force and believes that any future tax audlt will not have a

significant effect on the Bank’s financial position, results of operations, or cash flows.

32, COMMITMENTS AND CONTINGENCIES

Letters of credit and guarantees as at 31 December 2021 and 31 December 2020 are as follows:

31 December 2021

31 December 2020

Contingent Assets 4,258,244 2 001 107
Letters of credit & guarantees In favour of customers 959,857 465,014
Commitments in favour of customers 3172843 1,588,958
SPOT transactions 125,544 37,1386
Contingent liabilities 88,236,221 75 471,325
Guarantees pledged from credit customers 971,626 623,805
Collateral received from credit customers 87,264,595 74,847,720

Letters of credit and guarantees given to customers commit the Bank to make payments on behalf of
customers contingent upon the fallure of the customer to perform under the terms of the contract
Commitments to extend credit represent contractual commitments to make loans and revolving credits.
Commitments generally have fixed expiration dates, or other termination clauses.
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33. LITIGATION AND CLAIMS

The Bank is subject to legal proceedings, claims, and Iitigations arising in the ordinary course of
business. The Bank has formal controls and policies for managing litigations and legal claims. Once
professional advice has been obtained and the amount of loss Is reasonably estimated, the Bank makes
adjustments to account for any adverse effects, which the claims or Iitigations may have on its financial
standing. At year end, the bank had several claims with no probable material adverse effects,
accordingly, the Bank has provisioned the amounts referred to in the Note 22 of these separate financial
statements.

34. LEASE COMMITMENTS AND OPERATING LEASE EXPENSE

The Bank’s operating minimum non-cancellable lease contingencles as lessee as at 31 December 2021
and 31 December 2020 are as follows:

31 December 2021 31 Decamber 2020

Less than one year 90,023 99,250
Between one and five years 262,104 286,807
More than five years 73,843 118,648
Total 425,971 504 705

The amount of operating lease expenses recognised in profit or loss as rent expense for the year ended
31 December 2021 amounts to ALL 55,992 thousand (2020: ALL 54,475 thousand).

Future minimum finance lease payments {principal and interest) as at 31 December 2021 and as at 31
December 2020 are detailed as follows:
31 Decamber 2021 31 December 2020

Not later than 1 year 113,422 16,893
Later than 1 year and not later than 5 years 162,625 35,568
Later than & years 43,801 -
Total 319,848 52,460

35, RELATED PARTIES TRANSACTIONS

The Company’s immediate parent for 2021 and 2020, is Tranzit Sh.p.k, which holds a 100% interest.
The Company, therefore, considers that it has a related-party relationship, in accordance with
International Accounting Standard 24 Related Party Disclosures {"IAS 24") with the following:

- Key management personnei and parties related to key management personnel;

- Supervisory Board members, Management Board members and other key management
personne! defined as persons having authority and responsibility for planning, directing and
controlling the activities of the Company, directly or indirectly, including any director (whether
executive or otherwise) of the Company, collectively “key management personnel”, close family
members of key management personnel, and companies and un-incorporated businesses
controlled, or jointly controlled by key management personnel andlor their close family
members.

A number of banking transactions are entered into with related parties in the normal course of business.
These transactions include loans and advances to customers, deposits and a subordinated debt, along
with other transactions carried out on normal commerclal terms and at market rates (at arm’s length
transaction). As at 31 December 2021 and 31 December 2020 the Bank had the following contractual
terms and transactions with its shareholders:

Average  Min - Max Min-Max

Amount Interest Interest Years
31 December 2021 rate Rates Maturity
Key management parsonnel and Other
related parties
Loans and advances given 68,047 362% 1.64%15% 2-20
Due to customers (CA and SA) 156,881 0.07% 0%-0.35% -
Due to customers (Term Deposits) 28,956 0.15% 0.05%-2% 1-3
Tranzit Sh.p.k
Due to customers (CA and SA) 124,083 - - -
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36.  RELATED PARTIES TRANSACTIONS (CONTINUED)

Average Min - Max Min-Max

Amount interest Interast Yaars
31 December 2020 rate Rates Maturd
Key management personnel and Other
rolated parties
Loans and advances glven 50,444 3.50% 1.64%-15% 3-20
Due to customers (CA and SA) 62,865 0.03% 0%-0.35% -
Due to customers (Term Deposits) 5,464 1.39% 0.2%-2% 1.25-3
Tranzit Sh.p.k

Dus to customers (CA and SA) 258,327 - - -
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37. SUBSEQUENT EVENTS
a) Dividend distribution from year 2020 net profits

Pursuant to the Regulation no. 69, dt. 18.12.2014 "On the Regulatory Capital of the Bank™ Article 38,
39 and 42 and the Declslon no. 6, dated February 2nd, 2022 "On the Suspension of the Distribution of
Profits by Banks™, the Bank recelved on March 31st, 2022, the approval from the Bank of Albania for
the distribution of dividends from 2020 net profits amounting to ALL 835 million, approved through the
Shareholder's resolution nr. 121, dated July 30th, 2021. The dividend was fully distributed to its sole
Shareholder Tranzit SHPK, on the same date.

b) Issuance of subordinated bonds

Pursuant to the approval decision no. 5 and 6 dated January 31%, 2022, of the Financial Supervision
Authority, the Bank issued on March 8, 2022, long term unsecured bonds, denominated in EUR and
ALL with fixed interest rates, convertible inte ordinary shares and with the call option before maturity.
The issuance was made as follows:

. 879 bonds with a nominal value of 10,000 EUR, interest rate 3% per annum, paid every six-
months, with a maturity of 7 years, for a total issuance value of 8.79 million Euros;
. 500 bonds with a nominal value of ALL 1 million, with an interest rate of 4.5% per annum, paid

every six-months, with a maturity of 7 years, for a total issuance value of Lek 500 milfion.

The purchase of the bonds was completed on the same date by the investors through the dedicated
bank account of the Bank and the full amount was then transferred to the Custodian, Credins Bank SHA
on the same date.

Consequently, on the same date, the Bank has recognized in its accounting books a financial liability
under the description "Subordinated debt" per each currency, equal to the values mentioned above.

Following the requirements of the regulation * On the Regulatory Capital” no. 69 dated 18.12.2014, the
Bank has received on April 4th, 2022, the approval from the Bank of Albania for the recognition of the
subordinated debt as a Tler 2 component of the Regulatory Capltal.

The management of the Bank is not aware of any other event after the reporting date that would require
either adjustments or additlonal disclosures in these Financlal Statements,
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