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RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The l\,,lanagement Board is responsible for ensuring that financial stetements are prepared for each
financial peraod in accordance with lnlernational Financial Reporting Standards (IFRS), as published by
the lnternational Accou nting Standards Board (IASB), which give a true and fairview of the state of affairs
and results of BOR Banka d.d. Sarajevo (,,the Bank ) forthat period.

After making enquiries, the Management Board has a reasonable expectalion lhal the Bank has
adequate resources to continue in operational exislence for the foreseeable fdure. For this reason, the
Management Board continues to adoptthe going concem basis in preparing the financial statements.

ln preparing those financial slatements, ihe responsibilities of the Management Board include ensuring
that:

. suitable accounting policies are selected and then applied consistently;

. judgments and estimates are reasonable and prudent;

. applicable accounting standards are followed, subject to any material departures disclosed and
explained in the financial statements; and

. the financial statements are prepared on lhe going concem basis unless it is inapprop.iate lo
presume that lhe Bank willcontinue in business.

The Managemenl Board is responsible for keeping proper accounling records, which disclose with
reasonable accuracy at any time the financial position of the Bank and must also; ensure that the financial
statements comply with the Federation of Bosnia and Herzegovina Accounting and Audit Law. The
Management Board is also responsible for safeguarding the assets of the Bank and hence for taking
reasonable steps for the prevention and detection oflraud and other inegularities.

Signed on behalfofthe l\Ianagement Board

BOR Banka d.d. Sarajevo

Obala Kulina bana br. 18
71 000 Sarajevo
Bosnia and Hezegovina

'18 January 2013
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PKF Re Opinion d.o.o. PKr
lndependent Auditor's report

To lhe shareholders of BOR Banka d.d., Sarajevo:

We have audited the accompanying financial statements of BOR Banka d.d. Sarajevo ("the Bank.), set
out on pages 3 to 37 which comprise of the balance sheet (slatement of financial position) as at 31
December 2012, and the income statement (statement of comprehensive income), statement of changes
in equity and cash flow statement for the year then ended, and a summa.y of sign:ficant accounting
policies and other explanatory noles.

Management's rcsponsibility for the financial statements

Managemenl is responsible for the preparation and fair presentation of lhese financial statements in
accordance with lnternational Financial Reporting Standards and modified by the aegulatory requirements
prescribed by lhe Federal Banking Agency in Bosnia and Herzegovina. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation
of financial statements that are free from mate.ial misstalement, whether due lo fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates thal are reasonable in the
circumstan@s.

Aud itor's responsibil ity

Our responsibility is lo express an opinion on these financial statements based on our audil. We
conducted ou. audit in accordance wilh lnternati6nal Standards on Audating_ Those standards require thal
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement-

An audit involves performing procedures lo obtain audit evidence about the amounts and disclosures in
the financial statements. The procedurcs selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financiat statements, whether due to fraud oa
error. ln making those risk assessments, the auditor considers internal control relevant to the entity.s
preparalion and fair presentation of the linancial slatements in order to design audit procedures that are
approprjate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
lhe enttfs internal control. An aldit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting eslimates made by management, as well as evaluating the
overall presentatioa of the financial statemenls.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
ou. audit opinion-

Opinion

ln our opinion, the fjnancial statements presenl fairly, in all material respecls, the financial position of the
Bank as of 31 December 20'1 2, and the results of its operations and its cash flows for the year then ended
in accordance with lnternational Financial Reportinq Standa.ds.

PKF R d.o.o.

Nihad bctor and Cerlified

Sarajevo, 18 Janlary 2013

i\':r \'\
ei

PKF ?
optNtoN /,J, A"-

Lela 
fkryq 

cenirted AW

Tel+387 33 218 829,552 150. Fax +387 33 552 152 . Email info@ pK{e-opinion.ba . ww-pkl-re,opinion.ba
PKF Re Opinion d.o.o.. Gbaviaka 4. SaEjsvo. Bosna i Herc€govlna ' 71000
JIB ,1200960550009 . PDV 200960550009. Sarajevo. Baifleisen Bankd-d. BiH 1610000045270008
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BOR BANKA D.D. SARAJEVO
INCOME STATEMENT - STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2012

2012
KM OOO

20,t1
KM OOO

lnterest lncome 13,035 9,373
(3 055)lnterest expense 7 (4,653)

NET INTEREST INCO[IE 8,382 6,318

Fee and comm ssion income

Sa e offinanc a assets availab e for sale

1.745

144

1,302
244

1102)Fee and conm ssio_ expe^,e (?23)
NET FEE, COMMISSION AND OTHER FINANCE
INCOME 1,666 1,444

Other galns - exchange rales differences, net

Other operatinq income

17

243
194

175

PROFIT FROII OPERATIONS 10,268 8,131

Personnel expenses

DepreciaUon expense
10

22
12,374)

(556)
12,021)

g7a)
(1,326)Other administrative expenses 11 (1,753)

PROFIT BEFORE IMPAIRMENT LOSSES,
PROVISIONS AND TAXATION 5,585 4,314

impairment oi receivables and provisions 12 (2,760) (2,680)

PROFIT BEFORE TAX 2,425 1.634

l^come la\ erpense '3 (J02) (255)

NET PROFIT FOR THE YEAR 2,523 1,379

Profit per ordinary share 14 13.46 6.5S

Srarere'r oi r o'rp'ehensive nuor e cdn be presenred as folow:

2012
KM OOO

201'l
K[rl 000

Net profit for the year

Oth er co m p rehen s ive i ncom e :
(Loss)/profil of investments in financia assets avarlab e
for sale

Sa e of f nancial assets availab e for sale

2,523

(274)

1,379

1278)
(56) (96)

Subtotel: (330) (374)

Total comprehensive income forthe year 1,005

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



BOR BANKA D.D. SARAJEVO
BALANCE SHEET - STATEMENT OF FINANCIAL POSITION

AS OF 31 DECEMBER 2OI2

Note
31112nO12

Kt 000
31112120',t1

KM OOO

Assets

Cash and balances with banks
Obligatory reserve with Central Bank

Placements with other banks

Loans to customers, net

Financial assets availade for sale

Financial assets held to maturity

Other assets, net
Tangible and inlanoible assets

15
't6

17

1B

'19

20

21

22

9.765

24.856
19.439

188.633

3.046

300

128
'18.850

6.655

9.300

25.454
150.803

2.473

2.030

151

19.'105

Total assets 265.O17 216.37',l

Liabilities

Due to other banks and financial institutions

Liabilities toward Government of FB&H (,Fund")

Liabilities toward customers

Long term accruals
Other liabilities

Provisions for 60ntingent Iiabilities

23

24

25

27
2A

35.939

35.577

143.894

2.173
299
477

42.056
32.123

93.421

2.388

u6
339

Total liabilities 218.359 170.673

Shareholder's equity and reservea

Shareholders' equity
Revaluation reserves

lnvestments revaluation reserve

Other reserues

Regulatory reserves for credit loss
Accumulated profil

29 29.166
12.818

(263)

10
.1.465

3 462

29.166

12.976

67

10

1.465
2.014

Total shareholder's equily 46.558 45.698

Total liabilities and equity 265.017 2'16.371

The accompanying accounting policies and notes form an integral pad of these financial
statements.

Signed on behalf of the Bank on 18 January 20'13:

Hamid Prses, ulusi6, Execirtive direclor
for accounting and treasury
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BOR BANKA D.D. SARAJEVO
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2012

KM OOO KM OOO KM OOO KtM 000
profit Tota,

KM OOO KM OOO

26,515 13.134 43,541

Transfer of regulatory
reserves for cred t loss'

Adlustment

Paid n captal" 2,651

Transfer i om/to

- 1,465

(:2) t2)

(2,651)

158

- (374)

(3r1) (311)

1,379 T,379

Other
\374)

Nel resuliJor 2011

December2011 29.166 12,976 67 10 1,465 2,014 !!fgl

D vidend pa d"'
Nei resutfor 2012

158

, (330)

(1,233) (1,233)

(1s8)

(330)

2 523

* As of 31 December 2012 the regulatory reserves for credit oss amounl to tota of KM 1,465

thousand, whlch corresponds to the lnitial balance as of 1 January 2011. ln accordance with the
requlrements of regLrlator, the Bank has made calcuLation of lnsufficient reguLatory reserves from net profll
for estimated losses on balance and off-balance sheei items in the amouni of KN,4 1,358 lhousand.

The Bank Superuisory board, on 26 December 2012, has adopted modified [lethodology fo. calculation

of lmpairmenl for loan osses, based on the conservative p.inciples which are in accordance wilh the
Bank specific environment.

'. As of 31 March 201'1 Bank Assemb y issued decisjon number S - 9/11 upon increase of share capita
for amount of KI\,4 2,651,460. Pa d in cap tal had been registered as lncrease of nominal share value from
previous KM 100 to KN/ 110 per share. upon ihe completon of the pad in capita, the share capital

amounts io Kl\l 29,166,060 whch consists of 265,145 shares (shares with voiing rights amounts to

162,0'14 shares). Securties Exchanqe Commjssion n Federation B&H approved paid in capiia (increase
in share value from KI\,4 100 to KN4 110) with its decislon no. 03/1-19-130/11 issued on 11 May 2011.

"t lnaccordancewilhtheBankAssembydecsionasofl5lvarch20l2,divdendfor20llwaspaidfor
preferential cumulaiive shares in the amount of Kl\,4 173 thousand, for preferential non-cumulative shares
ln the amount of KM 169 lhousand and for ord nary (voiing) shares in the amount of KM 891 thousand.

The accompanying accounting policies and notes form an integral part oI these financial
statements.
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BOR BANKA D.D. SARAJEVO
CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2012

2012
KM OOO

2011
KM OOO

Operating activities
Profit before tax

Depreciation

Net increase ln lmpairment of receivab es and prov sions

Loss on disposal of asseis and adiustments

Changes in assels and liabilities:

lncrease of receivab es from Ceniral bank B&H

Net decrease/(lncrease) of placements at banks

Net increase of loans to customers, before impairmenl

Decrease of other rece vables

Net ncrease ot liabillles Iowa d custorers

2,825

556

2 760
12

(15,556)

6,336
(40,373)

1,634

470
2,680

40

(2,063)

(10,982)

(57,s31)

76

41,639

l.246J

50,473

1215)Net changes in long term accruals

Decrease of other liabilties 596

Cash used in activities It4 873

Net cash provided Iro used in activities 6,492 25.06

lnvesting activities
lncrease of assets available for sale

Decredse/(increaser in assets held.o rratJrity

(s03)

1,734

(1.042)
(2,030)

Purchase of tanoible and intanqible assets 313 458

Financing activities
(Outf lows)/proceeds f rom borrowings (6,117)

3,454
20,046

339lncrease of liabillties toward Government of B&H

Dividend oaid

Net cash {used in)/Drovided from firancinq activities (3,896)

1 233 311

20,074

Net i decrease) in cash and cash uivalents 110

cash and cash eouivalents al the beqinninq of vear 6,655

523

15,174

cash and 6ash e valents at lhe end of vear 9,765

The accompanying accounting policies and notes form an integral part of these financial
statements.
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

1. GENERAL

BOR Banka d.d. Sarajevo ("Bank") s registered 1995 in Federaton of Bosnia and Herzegovina wtth
address Oba a Ku ina Banka no. 18, 71000 Sarajevo, wth a goal io support development and recovery
process ln Bosnia and Herzegovina,

The principal activity of the Bank is:
. Receiving and placing of deposits,
. Other services n accordance with Law,
. Fore gn and foreign-currency payment transaci on,
. Purchase and selling of securiUes,
. FTrssron ofsecu'ries a'd casn cards
. lssuing of guarantees, bill of exchange securiUes and otherform of assurances,
. Performance of certain payment transaciions,
. Malnlenance and managing with assels and securit es,
. Financial engineering transactions,
. Managing of finances,
. Expertise, diagnosis and restructuring,
. Receiving and placing loans,
. Other activilies rn accordance with registration.

ln prevoLrs periods Bank had a ban on colection of deposits by the Federal Banking Agency due to
specfic contract with Kuwa t Fund and outstanding capital ownershlp siructure. Pursuant to the Law on
Amendments to the Law on deposit insurance in B&H banks (,,Gazette of B&H No.: 75109") ihe Bank has
made amendments and changes of the Bank's Statute. By Decisron No. 04-772109 dated 30 N,4arch 2009
fhe Banking Agency of the FB&H approved Statute in part of deposit collection. After the inspection and
received ranking status pe.formed by FBA Agency the Bank received permlssion and assocaton
member status from Agency oi deposii insurance of FB&H as of 'l November 201 1.

As of 31 December 2012 the Bank had 62 emp oyees (31 December2011 57).

Supervisory Board
Azz Sunje Chairman
Ademir Abdi6 l\,,lember
Hasan Dozo l\,4ember
Hasen IVIaEovi6 l\,4ember
Hajrudln Had:imehanovi6 l\,4ember

Audit Committee
Tihomir Curak Cha nnan
Senad Herenda l\4ember
Elma Okovic - Badnjevc Member
Denis Lasid l\,4ember
Sena d Zajimovic Member

Management Board
Hamid Prses Director of Bank
Adela Zorlak Executive director of sales department
Bed na J usiaic IVlu sa Execut ve d irector of risks managem ent depafrm eni
Enisa Hulusic Executve director for accounting and treasury
I\4uhamed Sehbajraktarevi6 ExecuUve director for legal, personnel and genera services

lnterna auditor ofihe Bank is Sefika Kreso.
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

2. ADOPTION OF NEW AND REVISED STANDARDS

2.1 Standards and interpretations effective in current period

ln the current year, the Company has adopied IFRS s which were effective for annual reporting period

(effective for periods beg nning on 1 Januaty 2012 at aflet)-

IFRS 1 First time adoption of lniernaUonalfinancial reporting standards (severe hyperinflaiion
and removal offixed dates for fi.st_tirne adopiers)

IFRS 7 Financia instruments: disclosures (transfers offnancial assets);
IAS 1 Presentauon of financal statements (Presentaton of other comprehensive income in

application from July 1 of yeat 2012)
IAS 12 lncome taxes (deferred tax: recovery of underlying assets)

2.2 Standards and lnterpretations in issue not yet adopted

At the date of authorsation of these flnancia statenenis, the folowing Siandards and lnterpretations

were in issue but not Yet effectrve:

IFRS 1 F rst iime adopt on oi lnternaiional financial reporting standards (exemption from the
requ rement to restate compaTatve inforrnation for IFRS I applicable since 1

January 2015)
IFRS 1 Firsi time adoption of lniernaUona financia reporiing standards (government loans

applicable from 1 January 2013)
IFRS 1 First t me adoption of lnternational f nancial reporling standards (annual improvements

to IFRS: repeated application oi IFRS 1 - from 1 January 201 3)

IFRS 1 F rst time adoption of lnternaiional financlal repod ng slandards (annual improvements
io IFRS: borrowlng cosls - from 1 January 2013)

IFRS 7 Financial instrurnents: disclosures (offsetUng flnancial assets and financial llabiities -
from 1 January 2013)

IFRS 9 Financial nstrlments: classificaton and measurement (App cabe from 1 January
2015)

IFRS 9 Add tions to IFRS I for financial liability accouniing (applicable from 1 January 2015)

IFRS 1O Consoljdated f nanc a statements (Applicable from 1 Janua.y 2013)

IFRS 11 Joint arrangements (Applicablefrom 1 January 2013)

IFRS'12 Disclosure of interesi in other entties (Applicable from 1 January 2013)

IFRS 13 Falr va ue rneasurements (Applicable from 1January2013)
AS1 Presentation of financial siatements (annual improvements: clarlfcatlon of ihe

reqLrirements fo. comparative nformation - applicable from 1 January 2013)

lAS16 Property, plant and equlpment (annual improvements: cassification of servicjng
equ Pmenl from 1 January 2013)

IAS 19 Emp oyee benefits (pensions and oiher poslrelirement benefits in application since
January 1 20'13)

IAS 27 Separate financial statements (Applicab e from 1 January 20'13)

AS 28 lnvestments in associates and ioint ventures (Applicab e from '1 January 2013)
AS 32 Financ a lnstrlments: presentatlon (offsetting financial assets and financial iab lities -

from 1 January 2014)
IAS 32 Financial instruments: presentation (annual improvemenis: tax effect of distribut on to

holders of equity instruments - appl cab e from 1 January 2013)
lAS34 lnterim financLal reporting (annla mprovements: interm fnancia reporting and

segment information for totalassets and abi ties applicablefronr 1January2013)
IFRIC 20 Strpping 6osts in the production phase of a surface mlne (applcable fronr '1 January

2413J

The Bank wil not to adopt these standards, amendmenls and nterpretations in advance, before the date

they enter into force. Management anuc pates lhat the adoption of these standards and inierpretai ons ln

future periods w ll not significant y affect the Bank's financia statements.
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

3, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of prepa6lion
The B ank prepares financial statem ents n accordance with Lntern aU ona F in a n c a Reporting Stan dards
(lFRSs). The financial statements have been prepared on the hlstorcal cost basis except for the
revaluaiion of cerlain noncurrent assets and financial insirumenis. The principal aocollntlng policies are

set out below.

The financial siatements are presented n ihousands of Convert b e mark (KN.4'000) which s ihe funct onal

currency of the Bank. The financia statemenls are prepared on an accrua basis of accounting, under the
going concern assumpton. The preparalion of financiaL statements in conformity with IFRS requ res

management to make estimates and assumptions that affeci the reported arnounts oi assets and

I abi ities and djsclosure of cont ngent assets and labi it es at the date of the flnancia slatemenis and their
repoired anounts of revenues and expenses during the report ng period. These estimates are based on

the inforrnalion availabe as at ihe repoding period dale and actual results could differ frorn ihose
esiimates.

The Bank considers that it operates in a singe business segment, and a single geographica segment,
that is the provis on of banking serv ces in Bosnia and Herzegovina.

3,2 lnterest income and expense
lnterest lncome and expenses are recognlzed ln ihe ncome statemeni (the statement of comprehensive
ncome) for all interest yielding/bearing instluments on the accrued basis by the applicalion of the
effect ve interest rale method, Le. according to the rate that dlscounis lhe estimated cash fows to ihe net
present value during the term of the agreement. Such lncome and expenses are presented as int-'rest
and slm lar income and nterest and similar expenses n the income statenrent (the statement of
comprehensive income). lnterest ncome and expenses also include ncome and expenses from oan fees
and commissions and receivables ftom customers, or borrowings from banks, recognized on the bas s of
the efiective interest rate.

The effective interest rate meihod is the nrethod of calcu at on of amortlzed cost of ihe fnancial assets or
fnancial liabilites and distribuiion of interest income or expenses in the approprate iime period The
effective interesi rale is the rate thal precisely discounts the estimated future cash disburser.ent or
payment ihrough the expected durat on of the financlal instrurnent or, where appropriate, a shote. pe.iod,

on ihe net carrying value of financal assets or financial liabilit es. When calculating the effective lnterest
raie, the Bank performs an assessment of cash flows, takng into consideration al conditons of the
agreement related to the financial instrument, but not considerng the future loan osses The calculation
ncludes all fees and commlsslon that ihe coniractual s des have paid and received, and wh ch are a

constitueni part ofthe effeciive interest rate, transaction cosis and all other prem;ums and discounts.

3.3 Fee and commission income and expense
Fees and comm ssions cons st ma nly of fees earned on domesiic and foreign payment transac|ons, and

fees for loans and other credii nstruments issued by ihe Bank Fees for payment transacuons are
recognlzed n the period when services are rendered. Loan origination fees, after approval and drawdown
of loans, are deferred (together wiih re ated direcl costs) and recognized as an adiustrnent to ihe effecUve
yie d of the loan over its life

3.4 Employee benefiis
On behalf of its employees, the Bank is paying pens on and health insurance on and from sa aries, as
wel as taxes. The Bank is paying the above contrbutions into lhe Pension and health funds of the
Federation of Bosnia and Herzegov na, as per the set lega rates dur ng the course of ihe year on the
gross salary paid. ln addition, rneal alowances, transport a lowances and vacation bonuses are paid in
accordance wlth lhe local legislat on. These expenses are recorded in ihe income statement in the pel od
in which the salary expense s lncurred.



BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

3. SUTVMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.5 Retirement severance payments
ln accordance wlh local legislation, Bank a low severance payments as minirnum s x salaries pa d in past

months or six average salarles in Federation of Bosnia and Herzegovina for past nronth, depending on

whai is suitab e for emPloyee.

The cost of providing beneflls is determined using the Proiecied Unit Credit llethod. Past service cost s
recognized immed ately to the extent that lhe benefits are already vested, and otherwise is amoriized on

a straighlline basis over the average perlod uniil ihe benefits become vested. The reUremeni beneft
obligaiion recognlzed in the ba ance sheet represents the present value of the defined benefit obligalion
as adjusted for unrecogn zed past service cost.

3.6 Taxation
Lncome tax expense represenis the sum of the tax currently payable and deferred tax. The tax expense is

based on laxable income for the year. Taxable lncome dlffers from nel income as reported in the income
statemenl because it excludes iems of income or expense thal are taxable or deductible n other years

and it further excludes items that are never laxable or deductbe. The Bank's abiityfor current tax s

calculated uslng tax rates that have been enacled or sLrbstantively enacted by the report ng period date.

Deierred tax is the tax expected to be payab e or recoverab e on differences between the carrying

amount of asseis and liablites in lhe financia statemenls and ihe correspondlng tax bass used in the
computation of taxable profil, and is accounted for uslng the balance sheet liabil;ty method. Deferred tax

liabilities are generally recognized for al taxab e temporary d fferences and deferred tax assets are

recogn zed to ihe extent that it is probable that taxable profits wll be ava lable aga nst which deductible
temporary differences can be utilized.

The carryinq amount of deferred iax assets is reviewed at each report ng per od date and reduced to the
extent that it is no onger probable that suffcieni taxable profit will be available to allow al orpartofthe
asset to be recovered. Deferred tax s calcu ated at ihe tax rates that are expected to app y ln the perlod

when the liability ls settled or the asset rea zed. Deferred tax is charged or credited in the income
staternent, excepi when it relaies to items charged or credlted directly to equiiy, n whlch case lhe
defered tax s a so dealt wiih ln equlty.

Deferred iax assets and abi ities are offset when they re ate to income taxes lev ed by the same taxat on

authorty and the Bank has ihe abilily and intent on to settLe on a net basis. The Bank is subject lo various
indlreci iaxes which are included in administrafive expenses.

3.7 Cash and cash equivalents
For the purpose of reporting cash flows, cash and cash equ valents are def ned as cash, balances with
the Central Bank (,,CBBH'), current accounis with other banks and cash al hand.

Cash and cash equiva ents excludes the compulsory rninimum reserve with the Central Bank as these
funds are noi available for the Bank's day to day operations. The compulsory minirnum reserve wllh the
CBBH is a requ red reserve lo be held by aLl commercal banks licensed in Bosn a and Herzegovlna.

3.8 Financial assets
Financial assets are class fied into the fo lowlng specif ed categor es: loans and receivab es', ava lable-
for-sale (AFS) and oiher financia liabi ties. The class ficat on depends on the nature and purpose of the
financial assets and is determlned at the time of ln tia recognition

Loans and teceivables are non-derivative financial assels wth fixed or deierm nab e paymeni ihat are not
quoted in an aclive markei. I\,4entioned assets appeal where Bank transfers cash towards debtor w thoul
atteniion of active trade wiih receivab es. Loan and receivab es includes bank and other client's loans and
receivables.
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BOR BANKA D.D. SARAJEVO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.8 Financial assets (Continued)

Avallab e for sale financiat asseis are any non-dervative financal assets designated on iniua recogntion

,l_uu"il"nt" for sae or any other instruments thai are not cassified in other category of fnancial

inslruments.

Available for sale financlal assets represenis asseis that are acquired with intention of ho!ding assets for

lnA"faiG tlr" rna possibiliiy of sale ln case of liquidiiy reqLrirements, changes in interest raies' foreign

"i"ii",iitir'i"r". ""iilles 
oi equity securiues. Avaitabte for sate fnanciat assets inctudes debt and equity

.""riitili. Otn* inancial liabiities represent alL financa liabillies that are not classifled as financial

firfifitll.lnrorgf, protit rnd loss, including current and deposit accounts and borowings'

flani anO recelvaUtes and other financ al liabilities are recognized when advanced lo boTToweTs or

L.eiu"a tio, l"nOer.. fhe Bank recognizes available for sale financial assets at the irade dale

t a) Lea1s-pt d legziy?bbs
_.."*""d,"**abl"""."init]atlyrecognizedatfairValUe,Afterinitialrecognit]on'loansandreceiVables

"i" 
fir"""u,ea 

"t 
un1ortized cosl using the effective interest rate rneihod' less any impairment

(b) Available for sale financial assels

ffi"G;hj"r sa-b i"a.# a. re initally measured at falr vaLue, plus transacilon costs that are

Oir""tfy 
"ttriOri"Of" 

t the acquisiiion or issu-- of the financlal asset' Subsequent to nitial recoqnilion all

available for sale financial assets are measured at fair va ue, except for equity securities that do not have

, 
"""L0 

,rtfaa orice in an active market, or whose fa r vaLue cannot be re ably measured' which are

staied ar cosr, ,^(i-o ng lransaction cosls. ess in"par'_1e^[

b) other financial liabilities
6ih; fr;"","| ll"blii,es rre ]nitially measured ai fair vaue' Subsequent to iniual recogntion' other

tinancial liabilties are measured at amortised cost using lhe effecuve nlerest rate rnelhod

Recognition of gains and /osses o, subsequenf measurement af financial instruments

c"in"" rna ro"G tro. a change in the fair value of available{or-sale flnancial assets are recognised

JLil" n tr.,u rui, value reservl wlthin equtly until derecogniuon or impairrnent, when ihe cumulaiive

u.ou,it pr"rlouaty r".ognrsed in equity is transferred to the staiement of comprehensive ncome lnterest

.""r"'"""rut,ia using the effective nlerest rate rnethod is recognised in lhe statement of

comprehensive income.

Foreign exchange gains and losses on avalabe for sale equity securiiles represeni a part of the fair

value-of these i-nstiments and are recognized in equty. Dividend ncome on available for sae eqlrity

a!"r,iti"" i. i""ognir"a in the siatement oi comprehens ve income when the rlght 10 recelve payment has

been esiablished.

lmpainenl af financial assets
ihe Bank revlews fnancial assets at each reporting date to determine whether there is objecuve

",lo"n".oi-p"l**tThe]mparmenioffinanc]alassetsoragroupoffinancialassetsisrecognizedifil; ;"_t""tG evldence of impa rmeni as the result of one or more events occurring after inliia

i."oo nitron I wf, 
'cn 

nas an influence on estimated future cash flows from the financla! assets or the group

.ii n':nciat assets. which can be re ably esilmaied ("an event that causes the impairment')'

1) Laans and receivables
The Bank regularly reviews and monitors
repot ng date to determine wheiher lhere

loans and receivables as wel as olher financ al assets ai each

ls objective evldence of lmpalrment.



BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

3. sutvtMARY oF stGNtFtcANT AccouNTtNG PoLtclEs (coNTtNUED)

Financial assets (Continued)3.8

1) Loans and rcceivables (Cantinued)

lf there is objective evidence of impairment of oans and receivables on an individual basis, the
rnpa rment oss is determined as the difference between the carrying vaiue of ihe assets and the presenl
value of the expected future cash fows discounted by the origjnal effect ve nterest rate of the fnancial
assets. The carrying value of the assets s decreased by the amount of mpairment a lowance, and the
amount of ihe loss is recognzed in ihe statement of comprehensve income. lf loans and receivabes
have a variab e interest rate, the d scouni rate for determ ning impa rment allowance represents the
current effeciive lnterest rate determined by an agreement at the moment when impairment has occLJrred.

Financial assets for wh ch no impairment was recognised on an individual basls, s grouped with other
fnancial assets wlh similar characteristics, whlch are then reviewed for impairment on a group basis.
Group impa rmeni aso includes impairment on a portfo o basis (IBNR) in cases where the (on an
ndividual or group bas s) defennines that there s no objective evidence of mpairment. If the loan cannot
be co lected and a I legal procedures have been comp eted and the final amount of the oss is known the
oan is d rectly wriiten off. lf, in the subsequent per od, the amount of mpairment loss decreases and the
decrease can be directly nked io an evenl that has occurred after the write-off, ihe amount wnlten-off or
lhe impairment a owance s then shown as income in the stalement of comprehensive income. Wr te-off
of uncolect ble rece vab es s performed based on the decision of ihe Supervisory Board, and in
accordance with court decisions, agreements between the inierested parties and the Bank's
assessmenls. ln accordance with Loca regu ations the Bank aso calculates impairment loss ia
accordance with FBA Regu at ons.

Loans, p acements and other financia assets of the Bank are cLassified into caiegor es prescr bed by the
BARS according to the expected recoverabirty delerm ned on the bas s of the number of days overdue,
an assessment of the debtols financial positon and the quality of the co laieral. The assessed amount of
the reserve for potential losses is calcu ated by applying percentages prescrbed by the FBA. lf the
speclfic provision for potential losses calculaied in accordance wth BARS regulations is h gher ihan the
mpa rment allowance calculated in accordance with FRS requ rements, this difference is presented as a
regu atory reserve for credit losses within equity based on a decision of ihe Bank's General Assembly and
n accordance wiih accouniing regulations of the Federation of Bosnia and Herzegovine.

2) Available far sale financialassefs
Ai each reporting date, the Bank reviews wheiher there is objective evidence of impairment of ndiv dual
I noncial ossets o' 9ro-ps oI lira_cia] assels

ln the case of equ iy investments c assifred as available for sale, a signifcani or prolonged decline in the
fair va ue of the security below its cost is considered in delerm ning whether the assets are impaired.

lf any such evldence exist the cumulative oss - measured as the difference beh/r'een the acquisiUon cost
and the current fair value, less any rnpairment loss on that financial asset previously recogn sed in profii
or loss is removed from equity and reserves and recognised in profit or loss. lmpairment losses
recogn sed in the statemeni of comprehensive income on equ ty instrumenis are not reversed thro!gh the
siatement of comprehens ve ncorae at any po nt theaeafter. f, in a subsequent perlod, the fa r value of a
debt instrument classifed as ava lable for sale increases and the increase can be objectvely related to an
event occurring after the mpairment loss was tecogn sed in proft or oss, the impairment loss s reversed
through the stalement of cornprehensrve rncome.

Derccognition
Afnancialassetisderecognised(inful or ln part) when the Bank loses contro over the contractua rights
on the assei. This occurs when ihe rights are rea ised, expire or are surrendered. Ava lable for sale
financ al assets are derecognized on ihe trade daie.

Loans and recevables and other financia abi ties are derecogn zed at the date that they are transfeffed
by the Bank or when lhe llabiity ceases to exist. The Bank derecognises financial liabllities only when the
financial liabi lty ceases to exist, .e. when it js discharged, cance led o. has exp red.

Page -12 -



BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

3. SUTVMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.8 Financial assets (Continued)

Derecagn il i a n (C o nti n u ed )
li ihe terms of a financlal Lablty change, the Bank wll cease recognising ihat liabiliiy and will
lnstantaneo!s y recognlse a new financial llabiiity, with new lerBrs and condit ons.

Fai value measurement PrinciPles
The fair value of non-exchange{raded derivatives is estimaied at the amount ihat the Bank would receive

or pay to term nate the contracl at the balance sheet date tak ng nto account cutrent market conditions

and the current credih/r'orthlness of ihe counterparties.

Specific instruments
a ) F i na nc i a I d e riv ative s
Flnancial derlvatives incude foregn exchange foMard and swap contracts. Financlal derivatives are
initially recognized and subsequently measured al their fair value in the slatement of financia postion.
Fair va ues are obtained by application of vario!s assessment techniques, including discounted cash flow
models. All derivatlves are presented as financial assets at fair value through profit or oss when their fa r
value is positive and as financia abiitesatfairvaluethrough proftorlosswhen itisnegatve. Changes
in the fair value offlnancial derivatives are reco.ded as gains oT losses.

b) Cash and cash eouivalents
Cash and cash equivalenis include: cash, cheques sent for co lection, current accounts with other banks
and cash deposited with the Centra Bank (not inc uding the amount of the obligatory reserve)

clelaaerrcnls wlb-e pr
Placements wiih and loans to banks are c ass fied as loans and receivab es and are carr ed at
amoirizalion cost ess any irnpairmeni losses.

d) Laans to customerc
Loans to customers are presenied net of rmpairment alowance to reflect the est mated recoverable

e) Eouitv securities
Equ ty securit es are classified as assels availab e for sale and are carried at iair value, unless ihere s no

reliable measure of ihe fair value, n which case they are stated at acquisilion cost, less any impairment.

t)OcU seglrfies
Debt secur ties are classlfed as availabLe for sale financial assets and carried ai fair va ue.

oJ I ransatt on ac.odnLs dnd de,asfts lrom Danh! ard cusromers
Transaclion accounts and deposits are classified as olher labiites and are inltially recognized ai fair
value less transaction cosis, and subsequenily staied at their amort sed cost using the effective interest
raie melhod.

h) Borrowinos
nierest bearng borrowings are classified as other financial liabilties and are nillally measured at fair

vaLue less transaction cosis, and subsequent y staied at their amortised cosl us ng the effect ve inlerest
rate method.

3.9 Financial liabilities and equity instruments issued by Bank

Classification as debt or equity
Debt and equity lnstruments are classified as elther financ a abilt es or as equ ty in accordance wth the
subslance of the contractual arrangement
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FOR THE YEAR ENDED 31 DECEMBER 2012

3. SUtltMARY OF StGNtF|CANT ACCOUNTING POLtctES (CONTTNUED)

3.9 Financial liabilities and equity instruments issued by Bank (Continued)

Equity instrunents
An equty instrument s any contract that evidences a resldua interest in the assets
deducting all of ts liab lities. Equily instruments ssued by the Bank are recorded
received, net of direct issue costs.

F i na nc ia I gua ra nte e c o ntract I i abil iti e$
Flnancial guarantee contract liabrlities are rneasured initally ai their fair values and
measured at the higher of:

of an enlity after
at the proceeds

are subs-aquently

.the amouni of the oblgation under the contract, as determined in

,,Provisions, Conlingent Liab lities and Conlingent Assets''; or
.the amount intially recognized less, where appropriate, cumulatve

accordance with the revenue recognition policies set oui at above.

accoTdance with IAS 37:

amortizat on recogn zed in

Financai lablities are classified as either financial iabilites at FVTPL or other financial liabilites. The
Bank creates one caiegory offnancial liabilties, for which basis of account ng is disclosed below.

Othe r f i na nc i al I i a b il itie s
Other financ a liabilities, inclLrding borrowings, are n tia ly measured at fair value, net of transaclion costs.
Oiher financial liab lities are subsequenty measlred at amortsed cost usng the effective interest
melhod, with interegt expense recognlzed on an effective yield basis. The effective nterest method is a
meihod of calcu aling the arnortised cost of a financial abiLlty and of a locaiing nterest expense over the
reevani period. The effect ve interest raie is the rate that exacty discounts estimated future cash
payments through ihe expected life of the financial iab lity, or, where appropriate, a shorter period.

De rc cog n ition af fi n a nc ia I I i ab i I ilies
The Bank derecognizes financ a liabilites when, and only when, the Bank's obligations are d scharged,
canceled or they expire.

3.10 Property and equipment
Property and equipment are stated at cost or iis Tevalue amount less accurnulaied depreciation and any
accumulated inrpai.rnent osses. Revaluations are perfornred with sufficrent regu arity such that the
carrying amount does not dlffer mater a ly from that wh ch would be determined using fair values al the
ba ance sheet date.

Any reva lat on increase aris ng on the reva uation of such and and buildings is credted tothe property
revaluaton reserve, excepi lo the extent that it reverses a revauallon decrease for ihe same asset
previously recognised as an expense, in which case the increase is ctedited io the incorne siatement to
lhe exteni ofthe decrease previously charged.

A decrease ln carrying amount arsng on ihe revaluation of such land and buidings s charged as an
expense to the extent ihat it exceeds the balance, if any, hed ln the propertes revaiuation reserve
relaiing to a prev ous revaluation of that assei

lnit a ly, property and equipmeni are stated at cost ess accumulated depreciation and any accumulated
impaimrent losses. Cost includes the purchase price and direct y assoc ated cost of bringlng the assei to
a working condiUon for its intended use. I\,4aintenance and repairs, replacements and rTnprovements of
mnor impoirance are expensed as incurred. Signficaft improvements and rep acement of assets are
capitalised. Galns or losses on the retirement or disposal of property, plant and equipnrent are lncluded in
ihe ncome statement in the period they occur
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3,10 Property and equipment (Continued)
Propert es in the course of construction are carried at cost, ess impailrnent loss, f any. Deprecialion
commences when lhe assets are ready for their ntended use. Depreciation ls calculated on a shaight-l ne

basis over the estimated usefuL life ofthe applicable assets.

Estimated depreciation rates were as fo lows:

Buidings
Computers

1 .3% lli I 77 yeats)
33%(iil3years)

Furn lure and other off ce equipmeni 7% - 20% (from 5 to14 years)

3.11 lntangible assets
lntangible assels are measured lnitia ly at purchase cost and are amortised on a sira ght- ne basis over
their estinrated useful lives.

3.12 Foreign currency translation
TTansactions in currencies oiher than Bosn a and Herzegovina KM are initally recorded at the rates of
exchanoe prevailinq on the dates of the transactions. I\,'lonetary assets and llabilties are translated at the
raies prevaiing on the reporting period date. Non-monetary ilems carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on ihe daie when ihe fair va ue
was deteam ned. Non-monetary items that are measured in terrfs of histor cal cost in a fore gn currency
are not retranslated, Profts and losses aris ng on translaiion are inc uded ln the ncome statement for the

The Bank values its assets and liabiliies by mlddle rate of Central Bank of Bosn a and Herzegovina valid
at the date of balance sheet, which approximate market rates. The prncipa rales of exchange set fo(h
by the Cenlral Bank and used n ihe preparatlon of the Bank's balance sheei at the report ng daies were
as follows:

31 Decenrber 2012 1 EUR = 1.95583 KM 1 USD = 1.483600 KNI

31 December 2011 1 EUR = 1.95583 K[,4 1 USD = 1.511577 KIM

For the financial assets and abiliUes denominated in KWD, the Bank use Kuwa t National Bank rale.

31 December2012 1 KWD = 5.163 KN,'l

31 December 2011 1 KWD = 5.359 KIV

3.13 Provisions
Provisions are recognized when the Bank has a present obligatlon as a resu i of a pasl event, and it is
probab e that the Bank wll be required to setile ihat obligation. Managemenl Board estirnales the
provis ons based at the best estimate of expendliure to settle the Bank's obligaton Provsions are
discounled to present value where the eifect is material.

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

ln the application of ihe Bank's accounting policles, whjch are descrbed in Note 3, the d rectors are
required to make iudqements, estimates and assumptions about the carrying amounts of assets and
liabiliUes that are not read ly apparenl from other sources. The estirnates and associated assumpt ons are
based on h storical exper ence and other factoas ihat are considered to be relevant. Aciual results may
differ from these estimates.

The estimates and underlyinq assumpiions aTe rev ewed on an on going basis. Revls ons to accounling
est rnaies are recognized n ihe period in wh ch the estimate s rev sed if the rev sion affects on y that
period or in the period of the revis on and future periods if the revision affects both current and future
periods.
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4. CRITICAL ACCOUNTING JUDGI\4ENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(coNTTNUED)

Key sources of estimation uncertainty (Continued)
The folowing are the key assumptions concerning the future, and other key sources of estirnaton
unceda nty at ihe reporting per od date, thai have a signifcant risk of causing a material adjustment to ihe
carry ng amounts of assels and iabilities wlthin the next f nancial year.

Usefullives af prapefty and equipment
As descr bed ai Note 3 above, the Bank reviews the est mated useful lives of property and equipment at
the end of each annual reporting period.

Fair value of clerivatives and ather financial instruments
As described in Note 34. the l\,4anagement use iheir judgemenl in seecting an appropriate va uation
iechnique for financial instruments not quoted in an active rnarket. Valuation techniques commonly used
by market practtioners are appled. Financial instruments, other lhan loans, are valued uslng a
d scounted cash flow analysis based on assumpiions supported, where possible, by observable market
prlces or rates. The estimation of fair value of unlisied shares includes some assumptions not suppoired
by observable market prices or rates.

5. GLOBAL IIIARKET CRISIS

The Bank wag impacted by the recent financial c.isis and deieriorat ng economic conditions. Due to the
current g obal crlsis in the nrarket and its effects on the local market n Bosnia and Herzegovina, the Bank
wl probably stlloperate in more difficult and uncertain econornic environment in 2013. The mpaclofthis
crisis on the Bank s business operations is cuTrenlly not possible to iully predict and therefore there is an
elenrenl of genera unceta nty.

So far, the on-going financ a crisis has had some impact on the flnancial pos tion and performance of the
Bank, mainly in the amount of additional loan provisions recognized in the income statement for the year
ended 31 December 2A12. Ihe Bark montors cosely ihe credit, liquidity, nterest rale and foregn
exchange risks on a regu ar bass. The deteriorating economic situation in the country wil probably
irnpact the postion of ceria n industries and the abtliies of some clienls to meet their oan obligations.
This may consequenty nfuence the amouatofthe Bank's provisons for impaiTment ossesin20l3and
other areas that require esiimates to be made by Management.

These financial statements contarn signifcant estmates wth respect to lmpairment charges, coilateral
valuaUon and the fair value of securites. Actual results may difier from these estirnates. The key pr orilies
of the Bank n 2013 wil be altentlon to the management of the f nancial portfo o adlusting to the chang ng
economic environrnent, new and quality long-term financ ng sources and increasing the Bank's matket
share.
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6, INTEREST INCOME

2012
KM OOO

2011
KM OOO

Legal entities (legal entiUes)

lndividuals

lnterests on impa red loans (pena ty interest)

Amortization of discouni (Note 26)

Placement wlth iore gn banks

lnteregt from financial assets held to maturity

Placement wth dornest c banks

The Central bank of B&H (on compu sory reserve)

11,205

1,201

348

215

36

22

5

3

7,739
928
309

246
48

12

56

35

Total 13,03s 9,373

7. INTEREST EXPENSE

2012
KM ()OO

20'11
KM OOO

lnterest on deposits from companies

lnterests on other credit assels

lnterests on Government funds
lnterest on deposits from indivlduals

2,852

322

1,664

570
631

190

Total 4,653 3,055

8. FEE AND COMI\4ISSION INCOME

2012
KM OOO

2011
Ktlt 000

Fees from payment transaciions
Fees from off ha ance sheei lransactions

Cornmission iransactions

Fees from conversion lransact ons

Other iees

1,102
436
153

4S

5

816

256
173

53

4

Total 745 1,302

9. OTHER OPERATING INCOI']IE

2012
KM OOO

20'11
KM OOO

lncome from heating services and renl
Other ncome

159 149
26

T6tal

Page - 17 -
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

10, PERSONNEL EXPENSES

2012
KM OOO

2011
Ktvt 000

Net salar es

Taxes and coniributions

I\,4eal alowance and transporlat on cosls

Other

1,215

749
225

185

1,041

643

201

136

T6tal 2,37 4 2,021

'11. OTHER ADMINISTRATIVE EXPENSES

2012
KM OOO

201'l
KM OOO

Professlona serv ces
Advertising and enterta ning
Energy costs
Supervisory Board and Audit Cornm ttee fees
Cou( and administrative taxes
Materlal and smal inveniorles costs
l\,4aintenance
Olher costs

391
222
'150

114
114

93
BB

581

273
213
122
141

B4
113
77

303

Total 1,753 1,326

12. IMPAIRMENT OF RECEIVABLES AND PROVISIONS

20'12
KM OOO

2011
K[r 000

lmpa rment of loan receivables (Note 18)
lncrease n provision for possible osses in commltments and
cont ngencies (Note 28)
lncrease/(decrease) in impairment for possib e losses on p acernents
n banks (Note 17)
lncrease in impairment for possib e osses on other assets (Note 21)

2,543

138

2,597

90

(1 1)79

Total 2,760 2,680

,I3, INCOME TAX

2012
Ktvt 000

2011
KM OOO

lncome before tax
Non-deducl ble expenses
Taxable income
Tax at ihe domestic inconre iax rate of 10%

2,825
193

3,018
342

'1,634

916
2,550

255

Tax expense ror the year 255

Effective tax rate
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14. EARNINGS PER SHARE

2012
KM OOO

20'11
KM OOO

Net profrt 2,523 1,379
(311)l essr Dividends on p'e'e"ed shd-es (342)

Subtalal:

Weqhted averaqe number of ordinarv shares oulstand nq {000)

2,181

162
1,068

162

Basic earninqs per ordinarv share in KM 13_46 6,59

15. CASH AND BALANCES WITH BANKS

31t12t2012
K[/l 000

31t12t2011
KM OOO

Current account wth the Ceniral Bank oi Bosnia and
Herzegovina
Cash on hands, vault and ATM in domeslic currency

Cash on hands n foreiqn currency

9,133
353

279

6,167
331

Total 9,765 6,655

16. OBLIGATORY RESERVE WITH THE CENTRAL BANK

31t,t2t2012
KM OOO

31t12t2011
KM OOO

Ob lgatory reserve
Specfic reserve by Bank ng Law, article 42 a.(Note 25)

10,445
14,411

7,934
1,366

Total 24,856 9,300

Mininum obligatory reserve is ca culated as a percentage of the average amount of total depos ts and
borrowings for each working day during 10 calendar days folowing the period of maintaining the
obllgatory reserve. The raies of minimum obligatory reserve were 10% of total shorl-term deposrts and
borrowings and 7% of toia longierrn deposits and borrowngs.

ln accordance with Law on banks (artce 42 a.), the Bank is obliged io hold 50% of daily balance of
received payments from pub c funds, depos ts and transactions for budgetary and off budgetary funds n
cash as specific reserve rn Central Bank. This refers to funds and transaclions of customer Agencija za
vodno podruaje fileke Save and l\,4unicipa of Stari Grad and l\,4unlc pal of Centar and Federaln zavod za
penzrjski - inva idsko osiguranie and 50% of these funds amounted to KI!,4 14,411 thousand as of 31
Decenbet 2012.

Average interest rate on assets kept up to minmum ob gatory reserve wiihin the Central Bank was
0.004%, and for the amount hed ai accounts of Central Bank of Bosnia and Herzegovina above ihe
obligatory reserve interest rafe was 0.006%. Cash held at the obligatory reserve account with the Central
Bank of Bosnia and Herzegovina is not availab e for da ly operations wilhoui specfic approval from the
Central Bank of Bosnia and Herzeqov na and FBA.
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17_ PLACEIlIENTS WITH OTHER BANKS

3111212012
KM OOO

3111212011
KM OOO

Loans:
Balkan lnvestment Bank a.d. Banla Luka
Demand deposits in foreign currency:
National Bank of Kuwait
Deutsche Bank AG, Gefinany
Raiffeisen Zentralbank AG, Austrla
Zagrebadka banka, Croatia
Nova Lj!bljanska banka, Slovenia

KBC Brusse s, Belg um

AHLI United Bank London, United Kinodom

Subtotal:
Demand deposits in local currencyi
Sparkasse bank d.d. Saralevo

Term deposits in foreign currency:
AHLI Uniied Bank London, United K ngdom

Zagrebadka banka Croat a

Nova Ljublianska banka, Slovenia

Subtotal:
Term deposits in domestic 6urrency:
Sparkasse bank d.d. Sarajevo

Total placements before provision

3,299

1,790
6,269

819
1,119

324

898

48

11,327

'1,807

2,360

742

4,909

25

19,598

lmpairment for bank placements: (159)

4,000

3,992
3,414
2,9A7
1,845
1,444

130

37

13,849

4,555

1,992
1,538

8,085

25,934
(80)

Total 19,439 25,854

Annual interest rates for foreiqn currency placements can be presented as follows:

2012
KM OOO

2011
KM O()O

ln % annually ln % annually

Placements in EUR

Placenrents in USD

Placenrents in KWD

0.10 0.40

0.12 0.24

0.10 0.50

0.10 0.80

0.08 0.20

014 050

Changes ln impalrment for placemenis with banks can be presented as fol ows:

2012
KM OOO

2011
KM OOO

Balance at beginning of the year
lncrease n rnrpairment (Note 12)
Effects of changes n accounting policy
Decrease n lmpa rment (Note 12)

80

93

(14)

93

80
t.2)

(91)
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

18. LOANS TO CUSTOMERS, NET

3111212012
KM OOO

3't I'12t201,1
KM O()O

Short{erm loans:
Legal entities
lndivldua s
Current pot on of ong-term loans

Subtotal:
Long-term loans:

Lega entit es

lndiv duals

Current portion of long{erm oans

Subtotal:
Tota! loans before provisions

Provision for loans

73,440
371

23,764
97,575

113,884

18,S04

123,764)
109,024
206,599
(17,966)

36,163
253

10,312

46,768

114,772

15,505
(10,312)

119,965

166,733
(15,930)

Total 188,633 150,803

Bank signed two purchase contracts with Prvredna Banka Sarajevo d.d. Sarajevo and l\,,lin stry of
F nance of FB&H. Discouni thal represent difference beh/r'een nominal va ue of portfo o and cashless
reconcilation (payments); wil be recognized as interest rncome at maturty, based on individual
repayment of separate loans (Note 26).

Short{erm loans are approved on period from 1 to 365 days. Majorlty of short terrn loans in domestic
currency have been authorsed to customers for working caplial. Long term oans mosty have been
approved lo egalentities for different investmeni actvities and for working capita.

Changes in prov s ons can be presented as fo lowsi

20'12
KM OOO

2011
Ktr 000

Balance at beginning of the period
lnc.ease of prov sions (Note 12)

Decrease of provls ons (Note '12)

Transferfrom off ba ance sheet (Note 21)

Exchange raie d fferences
Effects from account ng po cy changes
Transferfrom off ba ance sheet (writien off receivab es)

15,930
12,509
(9,966)

B

(178)
(3s7)

5,781
4,784

(.2,187)

(352)

554
(1,397)

4.747

Total 17,966 15,930
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

1A. LOANS TO CUSTOT\4ERS, NET (CONTTNUED)

Analysis of loans before provisions for impairment by industry:

31t12t2012
KM OOO

31t12t2011
KM OOO

Agricu iure, forestry, rn ning and ene.getic
T.ade
lnd vidua s
Services, finances, sport and tourism

Transportation and felecommunications seNices
Adminisirative and other pub c institut on
Bu lding ndustry

Other
Less: Dejerr-.d fees

57,062
50,700

19,275
16,316

15,534

8,948
14,616

25,009
(861)

52,830
46,467

15,798
14,675

11,911

8,069
6,259

1 '1,6'15

(891)

Tolal 206,599 166,733

We ghted averaqe interest rate is presented as folows:

31t12t2012 31112t2011

K[4 000

Annual
int€rest rate

KM 000 %

Legal entities

ndividLrals

187,324 3.72 1A

2.85 - T0.9

150 935 6.9 12

5.95 7.9919275 15.798

206,599 166,733

19. FINANCIAL ASSETS AVAILABLE FOR SALE

% ownership
3111212012

KM OOO

31t12t2011
KM OOO

Privredna banka Sarajevo d.d. Sarajevo
Bamcard d.o.o. Sarajevo

Provisions for impairment

010
3,043

3
2,470

3
3,046 2,473

Total 3.046 2,473

Shares are estimate at fa r value because of ts trading on Saraievo stock exchange d d. Sarajevo from
2008. ln accordance with Board statement, the Bank has accomp shed all contracted liabilites from
purchase contract belween Privredna banka d.d Sarajevo and Ortadka grupa X-25, related to pay in
capita in amount of KM 30 milion. With its investmenl, Bank participated with 6.9% in parinersh p.
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3,I DECEMBER 2012

,19, FINANCTAL ASSETS AVAILABLE FOR SALE (CONTINUED)

Changes on provisions for assets available for sa e can be presented as follows:

20'12
KM OOO

2011
KM OOO

Balance at beginning ofthe period 36
Effects of accounting policy changes - (36)

Total

20. FINANCIAL ASSETS HELD TO MATURITY

n accordance wilh Decision of Management, dated 26th June 2012 the Bank purchased Federal
Government Bonds ssued in accordance with Publlc note numbet 0814 2046-2112 dated 141h June
2012. Nonrinal value of one bond is Kl\,,I 100, interesi rate ls 6.10%, and maturity date is 27ih June 2017.

Treasury notes that Bank purchased dlring the year 2011 had been colected in ful as of 28ih Ma.ch
2012, in accordance with maturily date.

2.1. OTHER ASSETS, NET

Structure of other receivables s:

31112t2012
Kl,r 000

31t12t201,1
KM OOO

Prepaid expenses
Other assets

Provis ons for potential losses

90

3B
28

127
32

1 159
(B)

Total 124 151

Changes in provisions for potential losses can be presented as iollows:

31t'12t2012
KM OOO

3111212011
KM OOO

Balance at beginning ofthe period
Transfer from/to (Note 1B)

I
(B)

19

lncrease of provisions (Note 12) - I
Decrease of provisions (Note 12) - (a)
Effects of accounting po cy changes (15)

Total
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BOR BANKA D.D, SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

22. TANGIBLE AND INTANGIBLE ASSETS

Land
KtM 000

Building
KM OOO

Total
K[4 000

tnvestments
Equipment Software in progress

Kll4 000 KM 000 KM 000
0!!t
At 31 December2010 425- 'I,733

86
t7)

143
(5)

255
234
(3e)

(255)

717

I

17,892
94

144

21 ,022
458
c6l

t5)
At 3'1 December 2011 195

19

t01)

769
103

21,429
191

(10s)
313

(109)

Al 31 December 2012
- 69 132

18,090 2,101 1,004
Aee!!0ulated deprecialion
At 31 December20l0
'depreciaiion for2011

405
233

1,865
470
(5)

887 573
195 42
(5)

615At 31 December 2011 2
- deprec aiion for 2012 - 235 240
ldsposals (97)

81 556

At 31 December 2012 1.214 2.7A3
Net carrvino amount
31 December 2012 425 17,217 aa7 18.850

l Januaty 2012 425 17,452 154 155 't9.105

DUE TO OTHER BANKS AND FINANCIAL INSTITUTIONS

lnterestrate 3111212012 31t12t2011(p.a.) KM 000 KM 000

6-month Euro
LIBOR+1%

35,939 42,A56

I\,4inisiry of Finance FB&H (Foundation for sustainable
deve opnrent)
Kuwa t Fund for Arabian economic development (KFAED)

Maiurty of liabi ties is as follows:
ln first year

24,265 26,586
15,47011674

n period from 3-5 years

6,843
6,886

14,244

5,541
6,794

19,087
After 5 vears 7.966 10,634

Total 35.939 42.056

9139 Aprif 1997, Bank signed loan Agreement with Kuwart fund for Arabic econorn c development
(KFAED) in amount of KWD 6,100,000 with lnterest rate 1.5ol, and 0.5% other costs annually Since 31
December 2008, Bank has signed 4 amendments on oan agreement. The purpose of loans is frnancing
of sma I and rnedium legal entities wilh maiurty up to 7 years and wilh interest rate from 7.S% to g.5% t ll
30 June 2006 and after that date ffom 7% 9% annLrally. Governmeni of Federation of Bosnia and
Herzegovina is guarantor of executng Bank liabilities toward KFAED in accordance with guarantee
conlract approved by Federa Parliament, Dec sion number 20/99 dated on 21 July 1999 ('Offcial
Gazette FB&H", number 38/99). As disclosed in Note 1, any change within the Bank ownership structure
ihat isconcerning percentage of ownership of Federaiion of Bosnia and Herzegovina, has to be approved
by KFAED.
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

23. DUE TO OTHER BANKS AND FINANCIAL INSTITUTIONS (CONTINUED)

Supervisory Board and KFAED Board of directors had approved I\,,lemorandum of understanding daied on
14 November 2008, under which Bank started with acce erated repaynrents of oan 516, and new loan
approvement from Kuwait credit line have been suspended. Principal should be repaid n KWD in 14
unequal semi-annual nstalmenis beginning on 15 January 2009 and with maturity on 15 January 2016.

On 27 September 2010 the Bank signed subordinated contraci with Federal M n stry of Finance in B&H
and Susiainable Development Foundaiion (ODRAZ). lnitially, funds have been approved by World Bank
for project oi improving finance accessibility to small and medium legal entities. Repayment of funds is
reconcied with collection of approved loans to final customels (maximum granted period of 120 months).
During the year 2011 at\d 2012 the Bank approved 25 loans to legal entit es in accordance wiih loan
terms defined by ODRAZ, and where interest rate of oans ranged from 6 month Euro Libor + 4.5% to
5 5a/"

24, LIABILITIES TOWARD GOVERNMENT OF FB&H (,,FUND')

Based on agreement frorn 1 March 2005, between Council of l\/inistry of B&H and the Entity's
Governments, the Bank signed on 22 August 2005 ,,Agreenrent for permanent firnd managing" wth
l\,4inisiry of Finance of Federation of Bosnia and Herzegovina (M nistry) that s amended on 31 August
2007. ln accordance wiih Agreement, Bank suffers credit risk for loans granted from fund and caiculates
annual interest rafe of 2%. As of the date of this report, no actual interesi payments have been made. So,
the cred t balance is increased because of accrued interesi. ln accordance with the Contract, the va ire of
the Fund is increased till 28 February next year, for the amount of accrued interest. [.inder the Contract,
the sarne is asling until Bank has FBA cence and is doing its business n accordance wth regular banks
procedures As of lS" January 2A12 ard n accordance with Decsion of Federal Government, the
Governmenl paid in Fund from budgei of Federation the amount of KM 3 million (payment for Japanese
grant).

25. LIABILITIES TOWARD CUSTOMERS

31t12t2012
KM OOO

31t12t2011
KM OOO

Demand deposits:
lndividua s:
ln domestic currency
In fore gn currency

Lega entilies:
ln domestic currency
ln foreign currency

Term deposits:
lndividuals:

ln domestic currency
ln foreign currency

Lega entiiies:

ln domest c currency

ln foreign currency

1,773
727

1,274
450

2,500

60,570

1,724

23,698
3.192 3 959

63,762

66,262

27,657

29,381

1,7672,946
4 646 4.877

7,592

55,615

14,425

6 644

46,639

14,757

70,040
77,632

57,396

64,040

Total
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

25. L|ABIL|T|ES TOWARD CUSTOMERS (CONTTNUED)

lnterest rate on demand deposits in domesiic currency is 0.1% (2011-0.3%), respectively 0.1% (201.1-
0.2%) on demand deposits n foreign currency. un ess otherw se stipulaied by the conkact. lnterests on
short term deposts in 2412 had been in range from 1.9% to 6.00% (in 2011 0.3%-6.A0%). ln 2012,
interesl rates on long-term terrn deposils and depos ts used as collatera s had been n range from 2.5% to
5.7%, respect vely dur ng 2O11 ltam 2.5% la 5.7%.

nterest rates on dernand deposits ln KM and inforegn currency for ndivdualsare0.l%. lnteresi rates
on short-lerm deposits for lndividuals and in EUR currency had been rn range frorn 1,7% to 3.2%, and for
USD currency from 1.20% 10 2.20% until February 2012, when Bank ceased to deposit n USD. ln 2012
interest rates on ong-lerm deposits in KI\,4 and EUR currency were 3% to 4.80%. During 2012, on long-
terrn deposits for individuals in all currencies, on periods of 21, 30 and 40 months, the Bank agreed
special annual interest rates of 4%, 4.5% and 5%, respectrvely.

OnlNovenrber20ll,theBankacquredllcencefromAgencyfordepostinsuranceofFB&H.

26. LONG TERIII ACCRUALS

31t12t2012
KM ()OO

31t12t2011
KM OO()

Accrued incorne from repurchased loans (discount) - I\,4inistry of
F nance of FB&H (Zeljezata Zet\ ca)
Accrued income from repurchased loans (discount) - PBS
Accrued income Fenix d.o.o. Kladanj

1211

41

1,259
1,079

50

Total 2,173 2.388

27. OTHER LIABILITIES

31t12t2012
KM OOO

31t12n011
K[/l 000

Liabilities for employee benefits
Deferred income
lncome tax abi ty
Trade payab es
Provisions (lAS 19)
Managed funds dlfference (Note 32)
Other liabilities

B5
B1

47
42
23
15
6

103
B6
67
47
19
22

2

Total

28. PROVISIONS FOR COI'MITMENTS AND CONTINGENT LIABILITIES

2012
K[,: 000

2011
KM OOO

Balanoe at the beginning oflhe period
lncrease of provisions (Note 12)
Decrease of provisions (Note 12)

339
1,034
(Be6)

264
292

Qa2)
Effects qn accounling poiicy changes (15)

Balance at the end of the period
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

29. SHARE CAPITAL

Share capita shucture can be presented as fo lows:

31t'12t2012
Kt\4 000

31t12t2011
KM OOO

Number of
shares

Ownership
in V.

Numberof Ownership
shares in "/"

Ordinary shares:
Prrvredna banka Sarajevo d.d. Sarajevo
ZIF "Naprijed" d.d. Sarajevo
Pobjeda - Rudet d.d. Gorazde
Hamid Pr5e5
Fond "BoSnjaci"
Koprom Handelsgesellschaft Nl.B.H.
I\/inistry of Finance FB&H
Other (under 5% of ownership)

23,100
15,714
12,316
11,372
8,496
5,766

85,246

14.26
9.70
7.64
7.O2
5.24
3.56

52 62

15,718
14,716
8,545
8,496
5,766

23,100
89,673

9.70
6.61
5.27
5.24
3.56

14.26
55 36

Total: 162,0'14 100.00 162.O14 100.00

Preferred shares:
RTI1,4 TV1 d.o.o. Mostar
ZIF CROBIH FOND d.d. [,4ostar
N,4uSovi6 Zijad
Prvredna banka Saralevo d.d. Saraievo
Ministry of Finance FB&H
Others

23,490
12,400
11,BBO
11,016

23,494
12,404_

22,136
45,10644 346

Total: 103,132 103_132

Total share capital of the Bank: 265,'146 100.00 265,146 100.00

On 31 December 2012 and 2011 the nomina value of all shares ls KM 110. The owners of preferred
shares do nol have guaranteed right to d vidends. However, if d vidend s declared, they have pr oriiy in
actual rece pt of dividend payments over ordinary shareholders. Preference shareholders also have
preferent al righis to return capita in case of liqu dation.

The Bank cons ders that rt operates rn a single business segmenl, and a sing e geographical segment,
that is the provision of banking services in Bosnia and Herzegovina. The Bank's shares are traded at the
Sarajevo stock exchange (SASE).

30. COMMITIUENTS AND CONTINGENT FINANCIAL LIABILITIES

Wlthin regularly business activites, the Bank is partclpant in several court proceedings under refund of
assets based on nsuTance instruments or not colected loan recevables. that incudes inierests and
doubt{ul receivabe costs from bank customers, as the other banks. The Management believes that
pending courl proceedrngs on 31 December 2012 wil not have any significant losses for the Bank as
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

30. COMMITMENTS AND CONTINGENT FINANCIAL LIABILITIES (CONTINUED)

31t12t2012
KM OOO

3111212011
Ktvt 000

Contingent liabilities
Payable guarantees
Obligation guaranfees
Total contingent liabilities
Commitments
[Jnutil zed approved oans
Framework agreements (risk free assets)
Total commitments

11 330
8,465

I,017
2,765

19,795

2,699

11,782

2,545
16,71320772

23,471 19.258

Total commitmenls and contingent financial liabilities 43,266 31,040

31. RELATED-PARTY TRANSACTIONS

Re ated part es, as defined by IAS 24, are those counler parUes that represent:

. enterprises thal directly, or ind rectly through one or more nteTmediaries, conlrol, or are controlled by,
or are under common control with, the repoding enterprise. (This ncludes holding companies,
subs diaries and fe low subsld aries);

. assocates enterprses nwhichthe Bank has s gnifcant influence and whch is neither a subsidiary
nor a jo nt veniure of the nvestor;

. individuals owning, directly or ndirectly, an nterest in the voting power of the Bank that gives them
significant influence over the Bank, and anyone expected io influence, or be nfluenced by, that person
in theirdealings wiih the Bank;

. key management personnel, that rs, those persons hav ng authority and respons b lity for plann ng,
directing and controlling the activties of the Bank, ncluding directors and officers of the Bank and
close rnembers of ihe fami esofsuchindvduastand

. enterprises n which a substaniial interest in the voting power is owned, directly or indirectly, by any
person described n (c) or (d) or over which such a person is able to exercise signficant nfuence.
This includes enterprises owned by directors or major shareholders of the Bank and enlerpr ses that
have a member of key managemeni in common with the Bank

During analysing of each possible transaction with re aied party, attention is on essence of relationsh ps
not only on legal form.
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FOR THE YEAR ENDED 31 DECEMBER 2012

3,I, RELATED.PARTY TRANSACTIONS (CONTINUED)

31t12t2012
KM OOO

31112t2011
KM OOO

Receivables
Loans approved to personnel and fheir familiarity members

Loans approved to shareholders with over 5% oi ownership
Loans approved to Supervisory Board and Audit Comm ttee and
theh fam liarity members

lnvestmenls
Privredna banka Sarajevo d.d. Sarajevo

Treasury notes (lV nistry offinance FB&H)

Liabilities
I\,4inisiry of Finance FB&H
Depos ts of persons associated with lhe Bank and lheir fam ly
members (l\,4anagement, Superv sory Board and partners)

lncome from approved oans to shareholders with 5%
lnterest income from key personnel of Management and their
familia.ity members

lnterest ncome (treasury notes IVin stry of Finance FB&H)
lnterest lncome from Supervisory Board and Audit Conrmittee
and the r familiariy members

Experses
lnterest expense - I\,4inistry of Finance FB&H

lnteresi expense persons associated wth the Bank

1,638

924

77

1,688

562

50

2,639

3,043

300

2,300

2,470

2,030

3,343

35,578

539

4,500

34,321

585

36,117

59

19

34,906

23

15

12

2

82

656

21

631

52

677 631

During regularly business aclivities it had realzed several bank transact ons wtth related parties. These
transactions have been performed under commercial conditions and terms w th us ng market raies.

Fees paid to IVanagernent members on key posiiions are:

2012
Kr\4 000

2011
Ktvt 000

Salaries to d rectors and other key personnel of I\lanagement

Taxes and contr butions

Fees to Supervrsory Board

Fees to Aud t Commiltee

299

75

3q

231

81

29

Subtotal
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3.I DECEMBER 2012

32. MANAGED FUNDS

Funds rnanaged by lhe Bank on behaf of individuals trusts
Bank and, therefore, are not included n ts balance sheet.

and other insttLJtions are noi assets of the

2012
KM OOO

2011
KM OOO

Liabilities
Governnrent of Federation Bosn a and Herzegovina
Government of Bosn a and Herzegovina
Fond za izgradnlu Kantona Sarajevo
[,4edunarodni MG
Kanion Saraievo

9,389
500
110
63
42

10,084
500
116
141
45

Total '10,'t 04 10.886

Assets
Loans approved to legai entiies
Loans approved to individuals

9,594
4q5

9,781
'1,083

Total 10,089 10,864

Current liabilities from managed funds activities \\ote 27)

The Bank does not bear the risk for these placernents and charges a fee for its services.

33. FINANCIAL INSTRUIlIENTS

Capital risk management

The Bank s objecUves when manag ng capital, which is a broader concept lhan the equity on the face of
balance sheets are:

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

. To safeguard lhe Bank's abi ty to continue as a go ng concern so that it can continLre to provide returns
for shareholders and benefits for other slakeholders; and

. To mainta n a slrong capital base to suppoft the development of its business.

The Bank expecls to maintaln lts debt to capital rat o. Solvency indrcaiors were as follows:

15

3111212012
KM OOO

31t12t20't't
KM OOO

Debt (i)

Cash and cash equiva ents

Net debt

Capita (ii)

215 410 167,600
(34.621\ (15.955)

180 789

46 658

151,645

45,698

Net debt to equitv ratio 3.87 3.32

Debt (i) is defined as liab lities to banks and clients presented in detall in Notes 23, 24 and 25. Capital (i)
ncludes total share equity, share prernium and accumuiated gan Capital adequacy and the use of
regulatory cap tal are monitored da ly by the Bank's management, employing techn ques based on the
gu delines developed by Banking Agency of Federation of Bosnia and Herzegovina (FBA) for supervisory
purposes. The reqr-rired informat on is filed with the FBA on a quarterly basis.
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33. FTNANCTALTNSTRU[TENTS(CONTTNUED)

Capital risk management (continued)

Banking Agency request from a I banks: (a) to ma ntain m nimum amount paid share capital of the bank in
amount of KI\l 15 mil ion; and (b) to ma ntain ratro nelcapital and we ghted assets risk as minirnum 12%.

The Bank s net cap iai is d vided into two trersl

. Tier 1 capital or Core Capital: share capital (net of any book values of the treasury shares),
share premium, retained earnings and reserves created by appropriat ons of retained earnings;
and

. T er 2 cap tal or Supplementary Capital: qualify ng subordinaled loan cap tal, other share capltal,
genera reserves for credit osses and net profii of current yeaT,

The r sk-welghted assets are measured by nreans of a hierarchy of four weights classifed according to
the nature of and reflecUng an esUnrate of credit, nrarket and other risks associated wilh - each asset
and counterparty, taking inio account any eligible colatera or guarantees. A similar treatment is adopted
for off-balance sheet exposure, with some adjustments io reflect the more contingent nature of the
potential losses.

The tab e below sumr.arlzes the composition of regulatory capital and the rairos of the Bank for the years
ended 31 December.

During those two years ihe Bank complied with all of the externally imposed capiial requirements re ated
to capita :

20'12
KM OOO

20'11
KM OOO

Tier 1 capital
Share capila
Legislalive reserves
Accumulated prof t
nlang ble assets
Total qualifying Tier 1 Capital

Tier 2 capital
Other share capiial
General reserves
Net profit of the current year
Total qualifying Tier 2 Capikl
Deductible items:

- insufficient reseNes far" credii /osses regulatar (FBA)

Total net-capital

Risk weighted assets
Balance sheet
Off Balance sheet

26,245
12,565

939
(308)

39,481

2,842
3,561

8,966

(3,043)
(1,358)

44,046

200,353
183,922

16,437

26,285
13,053

635
(154)

39,819

2,882
2,657
1,379
6,918

\2,470)_

44,267

162,862
151,644
11,218

Capital adequacy ratio
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BOR BANKA D.D. SARAJEVO
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

33. FINANCIALINSTRUMENTS(CONTINUED)

Significant accou nting policies

Details of the significant accountrng po cies and methods adopted, ncluding the criteria for recogniton,
the basis of measurement and ihe basis on which income and expenses are recognzed, n respeci of
each cass of fnancial assei, financial liab lity and equiiy instrurnent are disclosed in Note 3 to the
financialstatements.

Cateqories of linancial instrumenls

3'11212012
Kt 000

3'l11212011
Ktlt 000

Financialassets
Cash and cash equiva enls (including Obligatory reserves wth
CentraL Bank)

P acements with other banks
Loans and advances net
Flnancial assets rvailrble for s2le
Flnancial assets held to maturty

Financial liabilities
Al amortized cost

34,621
19,439

188,633
3,046

300

15,955
25,854

150,803
2,473
2 030

246,039 197,1'15

'170,160217.725

Financial risk management objectives

The Bank's Treasury function provides services to ihe bus ness, co-ordinaies access to domestic and
nlernaUona financia markets, monltors and manages the flnancial r sks relating to the operations of the
Bank through internal risk reports which analyse exposures by degree and magntude of risks. These
risks lnclude rnarket r sk (including currency risk and fair value interesi rate r sk), credil risk, liqu dity r sk
and cash flow interest rate risk.

Market risk

The Bank's activilies expose 11 primariy to lhe f nancial risks of changes in fore gn currency exchange
rates and interest rates (see below). I\4arket rsk exposures are supp emented by sensiiivty analysis.
There has been no change to the Bank's exposure lo markei risks or the manner n which it raanages and
measures the r sk

Foreign currency risk management

The Bank undertakes ce(ain transactions denominated n foreign curenc es. Hence exposures to
exchange rate fluctuaiions arise. Exchange rate exposuTes are ntanaged within approved policy
pararneters uiilzing forward foreign exchange contracts. The carrylng amounts of the Bank's foregn
currency denom nated monetary assets and monetary liabi ties at the reporting date are as follows:

Assets Liabilities

31t12t2012
KM OOO

31t12t2011
KM OOO

31112t2012 3'1t2t2011
KM OOO KM OOO

EUR

KWD

USD

Other

54,772

8,933

6,338

50

51 B64

15,690

6,545

61

50,288

11 147

2,176

50,164

15,505

2155
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33. FTNANCTALTNSTRUMENTS(CONTINUED)

Forcign currency risk management {continued)

Foreiqn currencv sensitivitv analvsis
Since Converube l\,4ark (KI\,4) s pegged to EUR, ihe Bank s noi exposed to risk of change of EUR
exchange rate (EIJR 1 = KM 1.95583). Change in the exchange rate would require the amendments of
the law and approval by Pa iamenlary Assembly of Bosnia and Herzegovina. Sgnifcant exposure lo
foreign exchange risk is present for USD and KWD. The sens tivily ana ysis was performed on a 10%

ncrease and/or decrease of n foreign againsl the local currency. 10% is the senstivity rate used when
reportjng foreign currency risk nternally to key management personnel and represenis managements
assessrnent of ihe reasonably possjble change in foreign exchange rates.

Effect USD ('000 KM) Effect KWD ('000 KM)

31t12n012 31t12t201'l 31t12t2012 31t12t2011

Profit or ( oss) 416 439 225 19

The analysis outlined above is used on open foreign currency position of the Bank, wh ch includes a I

asset and liability items. lf the currency posliion of a foregn currency is "long" (assets exceeding
labiliues) and the exchange rate for this currency increases n relation lo ihe KM, the Bank will
experence a foreign exchange galn. lf the currency posiUon of a forergn currency s "ong" (asseis

exceeding liabilit es) and the exchange rate for thls currency decreases in relauon to the KN.4, the Bank
will exper ence a foreign exchange loss. lf the currency posit on of a fore gn currency is "short" (liabilit es
exceeding assets) and the exchange rate for this clrency ncreases in re ation to KM, the Bank wlll
experience a foregn exchange oss. lf the currency posilion of a foreign currency is "short" (llabillties

exceeding assets) and the exchange rate for this currency decreases in reation to KM, ihe Bank wll
experience a foreign exchange gain. The Bank takes on exposure to effects of fluctuations n the
prevailinq foreiqn currency exchange rates on lts iinanc a posliion and cash fows.

The Bank monitors its fore gn exchange (FX) posit on for cornpliance with the regulato.y requ rements of
the Federal Banking Agency esiablished in respeci of lim ts on open posiUons. The Bank seeks to nratch
assets and liabilities denominaied in foreign currenc es to avo d foreign currency exposures.

lnterest rate risk management

The Bank s not exposed to interest rate rsk because borrow assels by flxed lnterest rates. The risk s
managed by the Bank by mainialn ng an appropriate mix between fixed and float ng rate borrowings. The
Bank's exposures to interest rates on financial assets and financial liabilities are detailed in the l!quidlty
r sk management seclion.

lnterest rate sensitivity analysis
The sens tivity analyses be ow have been determined based on lhe exposure to interest rales for non-
dervative instrumenis ai the reporting period date. For floatng rate iabi ties, the anaysis is prepared
assuming the amount of liabi lty outstanding at the report ng per od date was outstand ng for the whole
yea.. A 50 basis point ncrease or decrease is used when reporting lnteresi rate risk internally to key
manaoement personne and represenls management's assessment of the reasonably possible change in

interest rates. lf interest rates had been 50 basis po nts higherlower and al other variab es were hed
constant, the Bank 'oss for the year ended 31 December 2012 wou d increase / decrease by Ki\,4 121

ihousand (31 December 2011 for KL4 133 thousand).
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33, FINANCIALINSTRUMENTS (CONTINUED)

Credil risk management

The Banktakes on exposure io credit risk which s ihe r sk upon credit approval and when counterparty
w I be unab e lo pay amounts in ful when due. The Bank structures the levels of cred t risk it undeftakes
by placing limits on the amount of risk accepted in relaiion to one borrower, or groups of borrowers, and
to industry segments. Such risks are monitored on a revo ving basis and subject to an annual or more
frequent rev ew. Exposure to credit risk is managed through regu ar analys s of the ability of borrowers
and potential borrowers to meet nterest and capiia repayment obligations and by changing these ending
limits whe.e appropriate. Exposure lo credit risk is also nanaged in pa.t by obiaining colateral and
corporate and personal guarantees.

Cammifments arisino from the issuance of letlers af credk: Docurneniary lelters of credit, which are
written irrevocabe undeftakings by the Bank on behalf of a customer (mandaiory) authorising a thrd
party (beneficiary) io draw drafts on the Bank up to a slipulated amount under specifc terms and
conditions, are colateralised by the underlying shipments of goods to which they relate and therefore
have signifcantly ess risk. Cash requirements under opeir letiers of credil are considerab y less than the
commitments under issued guarantees or stand-by letters of credit. However, the Bank records prov sions
against these nstrumenis on ihe same basis as is applicable to oans.

Commitments to extend credit. unused loan comnitnents, unutilised avetdrafts and aooroved overdraft
/oarsr The primary purpose of comm tments to extend cred t is to ensure ihat funds are avaiiable to a
customer as required. Commitmenis to extend credii represent unused portions of authorisations to
extend credits in the form of loans, guarantees or stand-by leiters of credit. Commilments to extend credit
ssued by ihe Bank represeni ssued loan comm iments or guaraniees, unused portions of and approved
overdrafis loans. Commltmenis io exiend credit or guarantees issued by the Bank, that are contingent
upon customers mainiain ng specific credit standards (inc uding the condition thai a customer's solvency
does not deteriorate) are revocab e commitments. lrrevocable comm tments represent unused porttons of
aLrthorised oans and approved overdraft faciliiies because they resut from contractual terms and
condit ons in the credit agreements.
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33, FlNANCIALINSTRUMENTS(CONTINUED)

Credit risk management (continued)

lmpairments lmpanment. Totalner
Total gross Unimpaired lndividually for losses for losses carrying

carryins amount assets impaned assets {individually) (colleciively) amount
31 December2o12 Ki,! 000 KM 000 KIM 000 KIM 000 Kllll 000 KIM 000

9,765 9,765

24,856 24,456

9,765

'q,5o8 'l 6l r / 96' ( o)

24 856

- 19 439

206,599 5oo 206.099 (13.587) (4.379) 188,633

a46 r 0d6

00 100

3.046

264,164 50,100 214,064 (13,746) (4,379) 246,039

- 6,655

9,300

- 25 454

o,o.5 6 65.

9,J00 0.100

25,934 21,934 4 000 (80)

b6,7"3 ?38)o t4_.8o4 (1./0a) (4.-_o) 1.0.80J

2 473 2473

2,a30 2,030

2,473

2,034

213,125 66,231 146,894 l11,7'q @,226) 197,',1',15

Credit e^pasure and callaleral
31 December 2012 credit risk exposure

Unutilized credit assets

Desdibtion and unutilized Commitments / Fair value of
Loans overdraft limits guarantees coltateral
Ktv 000 KM 000 KM 000 Klv 000

Legaleniit es

ndividuals

187,324
'19,275

2,647
92

19,795

206,599 2,699 19,795 409,207

31 December 2011

Legalenlties 2,545 ',11.782150,935

15,798

Total 166,733 2.545 1 1,782 330,299

Fair value of callateral
3'U122012 31t12t2011

KM OOO KM OOO

Assels
Deposits
Guaranlees

391,739 313,941
14.875 12,580
2.593 3.778
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33. FTNANCTALTNSTRUMENTS(CONTINUED)

Liquidity risk managemenl

L quid ty risk is a measure of the exteni io which the Bank may be required to ra se funds 10 meet its
commitnents associaied wiih flnancia instruments. The Bank mainiains its liquidity proflles in accordance
with regulat ons la d down by regulatory bodies of Bosnia and Herzegovina. The tab e below prov des an
analysis of assets and abilities inlo relevant maturity groupings based on the rema ning perod from lhe
balance sheet date to the contractLra maturity date. lt is presented under the most prudent consideration
of maturity dates where options or repayment schedu es allow for early repayment possibi ities.

The Bank is exposed io daily cals on ils available cash resources frorn overnight deposits, curreni
accounts, naturlng deposits, loan dTawdown's, guarantees and from margin and oiher calls on cash
settled derlvatives- The Bank does not maintain cash resources lo meet all of these needs as experience
shows lhat a minimum level of re nvestment of maturing funds can be predicied with a high level of
certainiy. The Bank sets limits on the minimum proporiion of rratur ng funds available to meei such calls
and on the r.inimurn evel of interbank and other borrowing facilities that should be in place to cover
withdrawals at unexpecied leve s of demand.

Liquidity and interest risk tables
The following tables detail the Bank's .enraining contractual maturiy for its non-derivaiive financial
liab lities. The tables have been dTawn up based on the undiscounied cash flows of financial liabilit es
based on the ea. est date on which the Bank can be required to pay. The table includes both lnterest and
princ pal cash flows.

The table of financial assets have been drawn up based on the undiscounted contractual maiurit es of the
fnancial assets jnc uding inierest that will be earned on those assets except where the Bank anticipaies
that the cash flow will occur in a differenl period-
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33, FINANCIALINSTRUMENTS (CONTINUED}

Liquidity risk management (Continued)

Weighted.v€raqe Lessthan
effective inierest 1 month

Ktvt 000

months till 1 yea, 1.5 yoars

KM OOO KM OOO KM OOO (M 000 KM 000

31112t2012

F xed nterest rate instrumenls

Variable interesi rate

142

80.455 5,802 31,223 42 881214

122

38.331

142

198 692

ll 916 2 855 1) 42) 25.351a 126

80,628 6,718 34,078 56,304 46,457 224,145

31112t2011

F xed nteresl rate i.st.umenls

172

45,835 3t 167 32.444 147.151

2148 ',15 581 111s0 29,483

2 420

2.544

172

36.798

51

911

513

37,021 1,424 47,983 46,748 43,630 176,806

311142012

Fixed interest rate lnslrumenls '7 13

21.167

33 653 21 037

,1

53 073

3 068

80 878

3 24 238
45,419 234,060

29 025 29,76S0.30

31t1U2011

Fixed inreresl rate lnsitumenls 909

0.43

20.663

16 631

13 711

1

90 85938 405

757

- 20 663

45.422 195,€45

17.339

13,712 39,162 90,859 45,422 233,897

14,320 19,738 27,542

1,792 57,091

34. APPROVAL OF THE FINANCIAL STATEMENTS

These financial staternents were approved by the IVlanagement Board on 18 January 2013.

Signed on behalf of the Management:

'' Enisa Hulusi6

=Executive director for accouniing and ireasury
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