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Banka Kombetare Tregtare Sh.a.

Consolidated satement of profit or loss and other comprehensive incomfor the year

ended 31 December 21
(Amounts in USD)

Interest
Interest income
Interest expense

Net interest margin

Non-interest incomgenet
Fees and commissions, net
Foreign exchange revaluation, net
Foreign exchange trading activities
income, net
Securities trading gain, net
Other (expense) / income, net
Total non-interestincome, net

Operating expenses
Personnel expenses
Administrative expenses
Depreciation and amortization

Total operating expenses

Impairment losses on loans to customers
Impairment losses on financial assets,
other than loans to customers

Profit before taxes

Income tax

Net profit for the year

Foreign currency translation differences
Net change in fair value reserves and
impairment ofFVOCI

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

income tax

Total comprehensive income for the
year

The consolidated statement of profit or loss and comprehensive ingdonee read in conjunction with

Year ended Year ended

Notes 31 December 201 31 December 200
24 168,827,45: 154,612,64<
25 (21,987,259 (20,951,646
146,840,19: 133,660,99¢

26 26,819,30¢ 20,884,362
27 3,765,18¢ (5,666,549)
2,588,611 2,018,274

2,788,953 11,683,092

28 5,132099 8,954,13¢€
41,094160 37,873,31F

29 (25,416,935 (22,347,090
30 (39,938,158 (33,162,276
13,14,15 (9,700,992) (8,613,021)
(75,056,085 (64,122,387

11 (4,020610 (13,719,128
31 (1,017690 (5,218,515)
107,839,968 88,474,28%

32 (14,747,072 (13,167,243
93,092896 75,307,04(

(7,844,129 4,914,50€

(24286153 13,272,35¢

(32130282 18,186,86¢

60,962614 93,493,90¢

the notes to and forming part of the consolidated financial statements satpage$ to 86.




Banka Kombetare Tregtare Sha.

Consolidatedstatement of changes in equity for the year ended 20

(Amounts in USD)

Balance as at 3December 2019

Transactions with owners recorded directly in
equity

Contributions by and distributions to owners
Creation of legal reserves

Adjustment for translation of legal reserve
Dividend payment
Appropriation of year 2018anslation difference

Adjustment of retained earnings with December 2(C
year end exchange rate

Total transactions with owners recorded in equity

Comprehensive income for the year
Net profit for the year

Other comprehensive income, net of income tax
Net change in fair value reserve

Net change in impairment of FVOCI
Foreign currency translation differences

Total other comprehensive income

Total comprehensive income for the year

Balance as at 31 December 2020

Share Legal Translation Fair value Retained
capital reserve reserve reserve earnings Total
300,000,000 17,091,262 571,499 55,556,634 112,277,992 485,497,387
- 16,447,158 - - (16,447,158) -
- 1,322,013 - - (1,322,013) -
- - - - (40,000,000) (40,000,000)
- - - - 571,499 571,499
- - - - 3,696,093 3,696,093
- 17,769,171 - - (53,501,579) (35,732,408)
- - - - 75,307,040 75,307,040
- - - 7,101,949 - 7,101,949
- - - 6,170,410 - 6,170,410
- - 4,914,506 - - 4,914,506
- - 4,914,506 13,272,359 - 18,186,865
- - 4,914,506 13,272,359 75,307,040 93,493,905
300,000,000 34,860,433 5,486,005 68,828,993 134,083,453 543,258,884

The consolidated statement of changes in equity is to be read in conjunction with the notes to and forming part ofdhgeddivsahcial statements set

out on pages to 86.




Banka Kombetare Tregtare Sha.

Consolidatedstatement of changes in equity for the year ended 20
(Amounts in USD)

Fair value
Shgre Legal Translation _reserve and Reta_ined Total
capital Reserve reserve impairment of earnings
FVOCI
Balance as at 31 December 20 300,000,000 34,860,433 5,486,005 68,828,993 134,083,453 543,258,884
Transactions with owners recorded directly in
equity
Contributions by and distributions to owners
Creation of legal reserves - 19,982,220 - - (19,982,220 -
Adjustment for translation of legal reserve - (2,527,142) - - 2,527,142 -
Dividend payable - - - (45,000,000 (45,000,000)
Appropriation of year 280 translation difference - - - - 5,486,005 5,486,005
Adjustment of retained earnings with December12i
year end exchange rate - - - - (8,740,197) (8,740,197)
Total transactions with owners recordeddquity - 17,455,078 - - (65,709,270 (48,254,192)
Comprehensive income for the year
Net profit for the year - - - - 93,092896 93,092,896
Other comprehensive income, net of income tax
Net change in faivalue reserve - - - (23,938,631) - (23,938,631)
Net change in impairment of FVOCI - - - (347522 - (347,523
Foreign currency translation differences - - (7,844129 - - (7,844,129
Total other comprehensive income - - (7,844,129 (24286153 - (32130282
Total comprehensive income for the year - - (7,844,129 (24,286,153  93,092896 60,962,614
Balance as at 31 December 202 300,000,000 52,315,511 (2,358124) 44542840 161,467,079 555,967,306

The consolidated statement of changes in equity is to be read in conjunction with the notes to and forming part ofdhteddinsahcial statements set

out on pages to 86.




Banka Kombetare Tregtare Sha.

Consolidatedstatement of cash flows for the year eded 31 December 221
(Amounts in USD)
Year endec Year endec
Notes 31 December 201 31 December 2QC
Cash flows from operating activities
Profit before taxes 107,839968 88,474,283
Adjustments to reconcile change in net assets to net cash provi
operating activities:

Interest expense 25 21,987,258 20,951,646
Interest income 24 (168,827,452 (154,612,644,
Depreciation and amortization 13,14,15 9,700,992 8,613,021
Gain on sale of property and equipment - (2,969)
Gain on sale of investment securities (2,788,953) (11,683,092)
Gain on sale of neourrent assets (489,057) (284,543)
Gain on recovery of writtenff loans to customers (4,464,043) (1,307,987)
Write-off of loans to customers 4,423,578 897,063
Write off of fixed assets angpossessed assets 127,422 8,295
Provision on other debtors 6,197,533 97,271
Reversal of other debtors (1,045,313) (359,938)
Movement in the fair value reserve and impairment of FVOC (24286153 13,272,359
Dividend income fronmsecurities (3,685,663) (347,816)
Impairment of loans to customers 11 4,020610 13,719,128
Impairment of financial instruments, other than loans 31 1,017690 5,218,515
Cash flows from operating profits before changes in operating
assets andiabilities (50271582 (17,347,408)
(Increase)/decrease in operating assets:
Restricted balances with central banks (17,706,513) (39,617,334)
Placementand balances with banks (34122079 41,908,969
Loans to banks 111421741 (112,534,033]
Loans to customers (30,515,39) (66,430,964)
Other assets (16,990031) (7,035,880)
12,087,727 (183,709,242,
Increase/(decrease) in operating liabilities:
Customer deposits 424,315,28C 288,185,254
Due to third parties 44,834 (509,904)
Accrualsand other liabilities 12,678124 1,268,953
437,038238 288,944,28
Dividend payment (40,000,000) -
Interest paid (21,456,079) (21,638,56)
Interest received 164,027091 154,652,023
Income taxes paid (13,881,115) (12,445,524)
Net cash flows from operating activities 487544280 208,455,57¢
Cash flows from investing activities
Purchases of investment securities (978218403 (791,418,149,
Purchases of treasubylls (482,013) (39,082,767)
Investment in associates 48334 (57,932)
Purchases of property and equipment (12,896,856) (15,999,961)
Proceeds from sale of investment securities 458,745,777 367,163,78E
Proceeds from sale of treasury bills 25,517,377 40,934,350
Net cash flows used in investing activities (507285784 (438,460,674
Cash flows from financing activities
Proceeds from short term borrowings 18 76,153062 (44,264,257)
Subordinated debt (710076 444,83
Net cash from financing activities 75,442,986 (43,819,43)
Net change in cash and cash equivalents 55,701,482 (273,824,532,
fEffe_cts of exchgnge rate ch_ange_s on the balance of cash held i (4827199 3,878,530
oreign currencies (Translation difference)
Cash and cash equivalents at the beginning of the year 7 671,988,28t 941,934,287
Cashand cash equivalentst the end of the period 7 722,862,56¢ 671,988,28¢

The consolidated statement of cash flows is to be read in conjunction with the notes to and forming part of the
consolidated financial statements set out on pé&des6.




Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

1. General

Banka Kombetare Tregtare Sh.a. is a commercial bank offering a wide range of universal sdivices.
consolidated financial statements comprise lihek in Albaniaand in Kosovo and its associat&lbania
Leasing WRIJHWKHU UHIHUUHG WR DV WKH 3%DQN" 3%.7" RU WKH 3*URX

The Bank provides banking services to state and privately oemiedprises and to individuals. The main
sources of funding for the Bank are deposits, which are accepted in various forms including current accounts,
demand and term deposits, in both Lek and foreign currency. BKT offers a variety of corporate anérconsum
loans,( XURSD\ 0D VW H B\MM UtGompBdnt/debit &and credit cards, ATMsphisticatednternet

banking, mobile banking,on-line banking facilities, qualified international banking services and various
treasury products. It also invests gcarities and takes part actively in the local and internationaltaiek

markets.

BKT was established in its present legal form on 30 December 1992, altit®(igdt branch was opened on
30 November 1925

%.7 LV VXEMHFW WR /DZ QRPOED 2@ WKMWAIBQMRHPEHU DQG /DZ
RQ WKH 5HSXEOLF RI $SOEDQLD” GDWHG '"HFHPEHU
8SRQ WKH 6KDUHKROGHUfV 'HFLVLRQ GDWHG $SULO WKH %

thousand (equivalent of USD 19,982,220) aletided to distribute Lek 4,635,450 thousand as dividends
(equivalent of USD 45,000,000, using the exchange rate published by Bank of Albania as at 14 April 2021
103.01 Lek per USD), usirmartof the statutory net profit for the year ended Decembe2@0) and part of

the net profit of the year 201%he remaining part of the net profit of the year 2020 was kept as retained
earnngs. The dividend paymenwas suspended until 2021 eadd is paid in February 2022 based on the
respective decisions of theugervisory Council of Bank of AlbanidMeanwhile,the suspended dividend
paymeniduring2020 was paid in January 2021 following the respective Bank of Albania decision.

As at31 DecembeR020and31 December 2@ the registered share capital was UFID,000,000.8livided
into 24,291,49&hares with a nominal value OED 12.35, whilghe shareholding structure was as follows

31 December 2021 31 December 2020
No.of  roatinusd % No O roalinusD %
shares shares
dDOON J)LQDQVDO - - - 24,291,49¢ 300,000,000.: 100
Calik Holding A.S. 24,291,49¢ 300,000,000.: 100 - - -

'XH WR WKH PHUJH RI dDOON )LQDGRDG LQIJPHWO W G & WE\ D\D\OHD
GLVVROYLQJ ZLWKRXW OLTXLGDWLRQ KDV AR kpét GrisWrBnsadtion Ry HU E
VKDUHKROGHU VWUXFWXUH Rl %DQND .RPEHWDUH 7UHJWDUH KDV
sharetlROGHU ZLWK RI VKDUHV WR dDOON +ROGLQJ $ U VROH VKDL

The headquarters of BKT is located in Tirana. The network of the Bank in Albania includeem6hes and

3 custom agencies. Twenfive branches are located in Tiranadahe other branches are located in Durres,
Elbasan, Vlora, Shkodra, Fier, Pogradec, Korca, Bilisht, Gjirokastra, Delvina, Saranda, Orikum, Berat,
Kucova, Lushnja, Librazhd, Peqin, Rrogozhina, Shkozet, Kavaja, Vora, Kamza, Fushe Kruja, Lac, Lezha,
Rreshen Kukes, Peshkopi, Bushat, Koplieramshand Skraparfollowed by custom agencies in Durrés
SeaportRinas Airportand Corovoda

The network in Kosovo includeX units. Seven units are located in Prishtina, and the other units are located
in Prizren, Pm, Gijilan, Ferizaj, Mitrovica, Gjakova, Vushtrri, Fushe Kosova, Podujeva, Drenas, Rahovec,
Viti and Lipjan, Dheu i Bardhe, Prishtina Airport and Skenderaj

The Bank had B33 (31 December 22D 1,329) employees as atldecember2021, out of which394 (31
December 2P0: 389) employees belong B8KT Kosova

The average number of employees of the Bank for the period ended 31 Deceilied 326 (31 December
2020: 1,320) out of which391 (31 December 22D: 374) employees belong BBKT Kosova




Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

2. Basis of preparation
(a) Statement of complianceand going concern assumption

The consolidated financial statements have been prepared in accordancewittional Financial Reporting
Standards (IFRSsThey have been prepared under the assumption that the Bank operates on a going concern
basis.

7TKH %DQN KDV FRQVLGHUHG WKH LPSDFW RI &RYLG) LQ SUHSDUL
areas of judgement may not change, the impact of Gvi UHVXOWHG LQ WKH DSSOLFDWL
within those areas due to the evolving nature of the pandemic and the limited recent experience of the economic

and financial impacts of such an event.

(b) Basis ofmeasurement

The consolidated financialaaements have been prepared on the historicabasst except fotrading and
availablefor-sale financial assetsshichare measured at fair value

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are observable and the significance of the
inputs to the fair value measurembén its entirety, which are described as follows:

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

T Level 2 inputs are inputs, other than quotedgw included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

¥ Level 3 inputs are unobservable inputs for the asset or liability.
(©) Functional and presentation currency

These consolidated financial statertsesre presented IDSD. $SOEDQLDQ /HIN WIKHM %DQNTV 1XQ
currency.

The Bank has chosen to present its financial statements in USD, as its equity is wholly owned by international
investors, who have issued the stgstcapital in USD and viewhe performance of the investment in terms
of USD.

(d) Use of estimates and judgements

The preparation afonsolidatedinancial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policiedrareported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in st the estimate is revised and in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgements in applying accounting
policies that have the most significant effect on the amounts recognised ingbkdaiad financial statements
are described in notes 4 and 5.

3. Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consisteRtplogntities

(a) Basis of consolidation
0] Subsidiaries

Subsidiaries are entitie®ntrolled by the Bank. Control exists when the Baak power over the investee; is
exposed, or has rights, to variable returns from its involvement with the invastias the ability to use its
power to affect its returnsThe Company reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three elements of control listed above.

7



Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(a) Basis of consolidatio (continued)
(1) Subsidiaries(continued)

Consolidation of a subsidiary begins when the Bank obtains control over the subsidiary and ceases when the
Bank loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed
of during the year are included in thensolidated statement of profit or loss and other comprehensive income
from the date the Bank gains control until the date when the Bank ceases to control the subsidiary.

The consolidatedfinancial statements have been prepared using uniform accountiimgegpdor like
transactions and other events in similar circumstances.

On 3 September 2007 BKT opened its first branch outside of the territory of the Republic of Albania. The
Administrative Office of this branch was opened in Prishtina, KosBuossuantW R WKH UHTXHVW RI
.RPEHWDUH 7UHJWDUH" .RVRYR GDWHG LQ UHIHbr&h¢hFH WR
to asubsidiary the Central Bank of Kosovo has approved on 30 April 2018 the transformation into subsidiary

of Banka Kombtare TregtaretKosovo BranchUnder this decisiorall the rights and obligations deriving

from BKT xzKosovo Branch shall remain rights and obligations of BKT Kosovo Sh.A as a subsidiary. The
Spin Off date of BKT Kosovo is effective as at 1 JanuaB020he functional currency is the EURO. The effect

RI WUDQVODWLQJ IRUHLJQ RSHUDWLRQV LQWR WKH %DQNTV IXQFWLR

(ii) Transactions eliminated on consolidation

All intragroup assets and liabilitieeguity, income, expenses and cash flows (except for foreign currency
transaction gains or losses) relating to transactions between members of the Group are eliminated in full on
consolidation. Unrealised losses are eliminated in the same way as ungsilisedut only to the extent that

there is no evidence of impairment.

(iii) Business combinations

The Group applies the acquisition method in accounting for business combinations. The consideration
transferred by the Group to obtain control gfubsidiary is calculated as the sum of the acquisdate fair

values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes
the fair value of any asset or liability arising from a contingent consideratrangement. Acquisition costs

are expensed as incurred. Assets acquired and liabilities assumed are generally measured at their-acquisition
date fair values.

(b) Foreign currency
0] Foreign currencytransactions

Transactions in foreign currencies arengilated into the respective functional currency of the operation at the
spot exchange rate at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated into the functional cuategheyspot 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 period, adjusted for effective interest and payments during the
period,and the amortised cost in foreign currency translated at the exchange rate at the end of the period. Non
monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated into the functional currency atgpet exchange rate at the date that the fair value was determined.
Foreign currency differences arising on retranslation are recognised in profit or loss.

Norrmonetary assets and liabilities denominated in foreign currencies, which are stated atdoistoae
translated at the foreign exchange rate ruling at the date of the transaction, with the exception of the share
capital, which is issued and maintained in USD as per the legislation in Albania as well as per Special Law
No. 8634, dated 6 July 2000EHWZHHQ WKH %DQNYV VKDUHKROGHUV DQG WKt
privatisation.

Furthermore, the Operating Policy Guidelines of the Bank require that the share capital be hedged by USD
assets, and it is therefore treated as a monetary itemtheitrevaluation difference being taken to profit or

loss together with the revaluation difference of the corresponding USD asset, which offset each other in a
natural hedge.




Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(b) Foreign currency (continued)

(i) Foreign operations

The assets and liabilities of foreign operations are translated into Lek at spot exchange rates at the reporting
date. The income and expenses of foreign operations are translated into Lek at spot exchange rates at the date
of the tlansactions. Foreign currency differences on the translation of foreign operations are recognised directly
in other comprehensive income. Such differences have been recognised in the foreign currency translation
reserve.

(iii) Translation of financial statenents from functional currency to presentation currency

Translation of financial statements from functional currency to presentation currency is done as follows:

x assets and liabilities foeporting dat€including comparatives) are translated at the closing rate at the date
of thatreporting datewhich is BankRI $OEDQLD fV UIDSLALAR (X®R0: 8@0.84).

X income and expenses (including comparatives) are translated at exchange rates astiof tthat
transactions.

X equity items other than the net profit for the period and share ¢agiaranslatedt exchange rates at
the dates of the transactions

X share capital has been translated as described in paragraph 3.(b).(i) above; and

x all resulthg exchange differences are recognised through other comprehensive income as a separate
FRPSRQHQW RI HTXLW\ LQ WKH 37UDQVODWLRQ UHVHUYH  DFFRX

(iv)  Spot foreign exchange transactions

The Bank during the normal course of business enters intéospimn exchange transactions with settlement

dates 1 or 2 days after the trade date. These transactions are recorded in the financial statements on the
settlement date. Foreign currency differences are recognised in profit or loss on the settlement date.

(©) Interest

Interest income and expense are recognised in the profit or loss using the effective interest method. The
effective interest rate is the rate that exactly discounts the estimated future cash payments and receipts through
the expected life of tharfancial asset or liability (or, where appropriate, a shorter period) to the carrying
amount of the financial asset or liability. When calculating the effective interest rate, the Bank estimates future
cash flows considering all contractual terms of tharicial instrument but not future credit losses.

The calculation of the effective interest rate includes all fees paid or received that are an integral part of the
effective interest rate. Transaction costs include incremental costs that are direittiytabter to the
acquisition or issue of a financial asset or liability.

(d) Fees and commission

Fees and commission income and expenses that are integral to the effective interest rate on a financial asset or
liability are included in the measurement of thieetive interest rate. Other fees and commission income are
recognised as the related services are perfori@guer fees and commission expense relate mainly to
transaction and service fees, which are expensed as the services are received.

(e) Lease payments rade

Payments made under operating leases are recognised in profit or loss on dlisiedigisis over the term of

the lease. Lease incentives received are recognised as an integral part of the total lease expense, over the terr
of the lease.

() Income taxexpense

Income tax expense comprises current and deferrethtapine tax expense is recognized inph&fit or loss

except to the extent that it relates to items recognized directly in equity or in other comprehensive income.
Current tax is the expectdadx payable on the taxable income for the year, using tax rates enacted or
substantively enacted at theporting dateand any adjustment to tax payable in respect of previous years.




Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)

() Income taxexpense (continued)

The Bank determines taxation at the end of the year in accordance with the Albanian tax legislatiiy. In 20
tax on profit is equal to 15% of the taxable income. Taxable income is calculated by adjusting the statutory
profit before tars for certain income and expenditure items as required under the Albanian law. The statutory
profit is based on the financial records kept by the Bank for regulatory purposes and may differ from the
International Financial Reporting Standards reporteanfiral result. However, current income tax payable

for the 2@1 financial year is equal according to both standards.

Deferred tax is provided for temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposeand the amounts used for taxation purposes. Deferred tax is not recognised for
the following temporary differences: the initial recognition of goodwill, the initial recognition of assets or
liabilities in a transaction that is not a business combinatidrtizat affects neither accounting nor taxable

profit or loss, and differences relating to investments in subsidiaries to the extent that they probably will not
reverse in the foreseeable future. Deferred tax is measured at the tax rates that are expecpglied to

the temporary differences when they reverse, based on the laws that have been enacted or substantively enacte
by the reporting date.

In determining the amount of current and deferred tax the Bank takes into account the impact of tascertain
positions and whether additional taxes and interest may be due. The Bank believes that its accruals for tax
liabilities are adequate for all open tax years based on its assessment of many factors, including interpretations
of tax law and prior experiee. This assessment relies on estimates and assumptions and may involve a series
of judgments about future events. New information may become available that causes the Bank to change its
judgment regarding the adequacy of existing tax liabilities; suchgesato tax liabilities will impact tax
expense in the period that such a determination is made.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the asset can be utiliBederred tax assets are reviewed at each reporting date and
are reduced to the extent that it is no longer probable that the related tax benefit will be realised. Additional
income taxes that arise from the distribution of dividends by the Bank arenisedat the same time as the
liability to pay the related dividend is recognised.

Tax applications for foreign subsaties of the Bank

Republic of Kosovo

The applicable corporate tax rate in Republic of Kosovo is 108der Kosovo tax legislation system, tax
losses can be carried forward to be offset against future taxable income for up to seven years.

(9) Financial assets and liabilities
0] Recognition

Financial assets and financial liabilities are recognised when ritngp@ecomes a party to the contractual
provisions of the financial instrument.

The Bank initially recognises loans, deposits, debt securities issued and subordinated liabilities on the date at
which they are originated. Regular way purchasesales of financial assets are recognised on the trade date

at which the Bank commits to purchase or sell the asg@ét the exception of spot foreign exchange
transactions which are recognized on settlement d&enOte 3(b) (iv)). All other financial asets and
liabilities are initially recognised on the trade date at which the Bank becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costsdinatiye
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial asset or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

10



Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(9) Financial assets and liabilities (continued)
(i) Derecognition

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire,
or when thdinancial asset and substantially all the risks and rewards are transferred.

A financial liability is derecognised when it is extinguished, discharged, cancelled or expires.

The Bank derecognises a financial asset when the contractual rights to thewagtofh the asset expire, or

when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another party. If the Bank neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Bank recognises its retained interest in the asset and an associate
liability for amounts it may have to pay. If the Bank retains substantially all the risks and rewards of ownership

of a transferred finandiasset, the Bank continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received. The Bank derecognises financial liabilities when, and only
when, the Bank's obligations are discharged, cancelled orettpse. The difference between the carrying
amount of the financial liability derecognised and the consideration paid and payable is recognised in profit
or loss.

The Bank enters into transactions whereby it transfers assets recognised on its staferaantabfposition,

but retains either all or substantially all of the risks and rewards of the transferred assets or a portion of them.
If all or substantially all risks and rewards are retained, then the transferred assets are not derecognised from
thestatement of financial position. Transfers of assets with retention of all or substantially all risks and rewards
include, for example, securities lending and repurchase transactions.

When assets are sold to a third party with a concurrent total rag&ual swap on the transferred assets, the
transaction is accounted for as a secured financing transaction similar to repurchase transactions.

In transactions in which the Bank neither retains nor transfers substantially all the risks and rewards of
ownerslip of a financial asset, it derecognises the asset if it does not retain control over the asset. The rights
and obligations retained in the transfer are recognised separately as assets and liabilities as appropriate. In
transfers in which control over tlasset is retained, the Bank continues to recognise the asset to the extent of
its continuing involvement, determined by the extent to which it is exposed to changes in the value of the
transferred asset.

In certain transactions the Bank retains the ohibtigaib service the transferred financial asset for a fee. The
transferred asset is derecognised in its entirety if it meets the derecognition criteria. An asset or liability is
recognised for the servicing contract, depending on whether the servicisgrieeei than adequate (asset) or

is less than adequate (liability) for performing the servicing.

The Bank writes off certain loans and investment securities when they are determined to be uncollectible.

(i)  Classification and initial measurement of finasial assets

All financial assets are initiallgneasured at fair value adjusted for transaction costs (where applicable).
Financial assets, other than those designated and effective as hedging instruments, areictadsiéied
following categories:

famortised cost
¥ IDLUYDOXH WKURXJK SURILW RU ORVV )973/
t IDLUYDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )92&,

The classification is determined by both:
f WKH HQWLW\fV EXVLQHVY PRGHO IRU PDQDJLQJ WKH ILQDQFLD
¥ WKH FRQWUD FW Xebisticddd tWe<finaDdraZadsét.D U D F

All income and expenses relating to financial assets are recognised iroplogis.
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(9) Financial assets and liabilities (continued)
(iii) Classification andinitial measurement of financial assets (continued)

Assessment of whether contractual cash flows are solely payments of principal and interest (SPPI)
$V SHU WKH QHZ VWDQGDUG RQH RI WKH FRQGLWLRQVVRG RARWQF
RU p)DLU 9DOXH 7KURXJK 3URILW RU /RVV 3)973/" FDWHJRU\ LV W
should give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstandin@he Bank has performed the SPPI test and has determined the business models
for its financial assets.

Business model assessment
There are three business models under IFRE§ ®+HOG WR &ROOHFW 3+7& 1 H+HOG
3+7&6° 1 DQG pu2WKHU 32WKHU %0" 1
1. Underthe HTC model, cash flows result from collecting contractual payments. If an SPPI product is HTC,
it is measure@t amortised cost.
2. Under HTCS, cash flows result from contractual payments, as well as from selling the financial assets. If
DQ 633, SURGXFW LV +7&6 LW LV PHDVXUHG DW IDLU YDOXH WKI
3. Other BM are those that are et HTC, nor HTCS. One example could be a model under which trading
is the primary purpose with contractual payment collection not constituting an integral part of the model.
If a product (SPPI or not) is held under Other BM, it is measured at fair Vabuglt profit or loss
3)973/°

The Bank has assessed the business model for its financial assets as follows;

Treasury

Treasury assets consist of cash or equivalents, Government Bonds, Investment securities such as Eurobonds,
Bonds and Certificates.

The Baik also considers Loans to banks such as Syndicated Loans, Bilateral Loans and Murabaha as treasury
products.

Investment securities are accounted for depending on their classification as either B&ddV X ULW\ 3+70°
or Availablefor-6 DOH 33$)6 sol&dasds@s Helldr-7UDGLQJ 375"

The business model of the Bank under IFRS 9 is:

- "HTC" for HTM products. Such products shall be measured at amortised cost;

-3+47&6° IRU $)6 SURGXFWV 6XFK SURGXFWV VKDOO EH PHDVXUHG I
-32WKHU ®#FBD praducts and shall be measured at FVTPL.

Retail

The Retail assets consist of various financing facilities to individuals (e.g. Mortgage loans, Consumer loans,
Home improvement loans, Car loans, Credit cards). These products aderivative finan@al assets with

fixed or determinable payments that are not quoted in an active market and which are held for collection of
contractual cash flows of principal and interest.

7KH IDLU YDOXH RI WKH 5HWDLO DVVHWYV LneendRte portfolibL WLFDO DVS
The business model of the Banks under IFRS 9 is "HTC" and the Retail loans shall be measured at amortised
cost.

Corporate

The Corporate assets consist of various financing facilities to corporates (e.g. Cash loacesHNoans,

Agro loans, Project & structured finance, Business credit cards). These products-degivetive financial

assets with fixed or determinable pagnts that are not quoted in an active market and which are held for
collection of contractual cash flows of principal and interest.

7KH IDLU YDOXH RI WKH &RUSRUDWH DVVHWYV LV QRW D FULWLFDO
The business nul of the Banks under IFRS 9 is "HTC" and the corporate loans shall be measured at
amortised cost.
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(9) Financial assets and liabilities (continued)

(ivy  Subsequent measurement of financial assets

Financial assets at amortised cost
Financial assets are measured at amortised cost if the assets meet the following conditions (and are not
designated as FVTPL):

¥ WKH\ DUH KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVHe®EBMHFWL"

contractual cash flows

t WKH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHWYV JLYH UL

interest on the principal amount outstanding

After initial recognition, these are measured at amortiseduso®jj the effective interest method.
'LVFRXQWLQJ LV RPLWWHG ZKHUH WKH HIITHFW RI GLVFRXQWLQJ LV
loans ananostof other receivables fall into this category of financial instruments as wgth&snmenbords
and forfeiting instrumentthat were previously classified as hétdmaturity under IAS 39.

Financial assets at fair value through profit or loss (FVTPL)

J)LQDQFLDO DVVHWV WKDW DUH KHOG ZLWKLQ D GLITHUHQW EXVLQ
DQRG VHOOY DUH FDWHJRULVHG DW IDLU YDOXH WKURXJK SURILW D
assets whose contractuakhbaflows are not solely payments of principal and interest are accounted for at
FVTPL. All derivative financial instruments fall into this category, except for those designated and effective

as hedging instruments, for which the hedge accounting requitemgply (see below). The category also
contains an equity investment. The Group accounts for the investment at FVTPL and did not make the
irrevocable election to account for the investment in Albania Leasing Sh.a and equity securities at fair value
through other comprehensive income (FVOCI). The equity investment in Albania Leasingu&th eertain

equity securities wemnmeasured at cost less any impairment charges in the comparative period und&r IAS 3

as it was determined that thé&ur value could not be estimated reliably. In the current financial year, the fair
value was determined in line with the requirement$BfS 9, which does not allow for measurement at cost.
Assets in this category are measured at fair value with gains or losses recognised in profit or loss. The fair
values of financial assets in this category are determined by reference to active @uasketions or using a
valuation technique where no active market exibt® Bank determined that in the current period the Fair

Value of these investments approximates to their carrying am@utd *URXSTV JRYHUQPHQW ER
previously classifieéds heldfor-tradingunder IAS 39 fall into this category.

Financial assets at fair value through other comprehensive income (
The Group accounts for financial assets at FVOCI if the assets meet the following conditions:
f WKH\ DUH KHOGPREHUZK EXN LREHWHWFWLYH LW LV 3KIBM3@1dVR FRC
sell and
f WKH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DV \oHWIpalJLYH U
and interest on the principal amount outstanding.
Any gains @ losses recognised in other comprehensive income (OCI) will be recycled upon derecognition of
theasset7KH *URXSTV JRYHUQPHQW ERQGV D Qbniéddhy DoweX, ddsdidhadked FR L
securities and equity portfolibhat werepreviouslyclassified as available for sal@der IAS 39 fall into this
category.

(v) Offsetting

Financial assets and liabilities are set off and the net amount presented in the statement of financial position
when, and only when, the Bank has a legal right to ffeh@ amounts and intends either to settle on a net

basis or to realise the asset and settle the liability simultaneously. Income and expenses are presented on a ne
basis only when permitted by the accounting standards, or for gains and losses arsmgrioup of similar
WUDQVDFWLRQV VXFK DV LQ WKH %DQNTVY WUDGLQJ DFWLYLW\
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(9) Financial assets and liabilities (continued)
(vi)  Amortised cost measurement

The amortised cost of a financial assetialility is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between the initial amoognised and the maturity amount,
minus any reduction for impairment.

(vii)  Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between markgdrticipants at the measurement date.

When availablethe Bankmeasures the fair value of an instrument using quoted prices in an active market for
that instrument. A market is regarded as active if quoted prices are readily and regularly availabtesawt rep
DFWXDO DQG UHJXODUO\ RFFXUULQJ PDUNHW WUDQVDFWLRQV RQ

If a market for a financial instrument is not actitree Bankestablishes fair value using a valuation technique.
IDOXDWLRQ WHFKQLTXHYV L QF O AGddtiony the@ué et kdnHeQgeablz UnRIhY parteS) J W K
(if available), reference to the current fair value of other instruments that are substantially the same, discounted
cash flow analyses and option pricing models. The chosen valuation technique makesmaséntimarket

inputs, relies as little as possible on estimates speciftbgdBank incorporates all factors that market
participants would consider in setting a price, and is consistent with accepted economic methodologies for
pricing financial instrments. Inputs to valuation techniques reasonably represent market expectations and
measures of the risteturn factors inherent in the financial instrumenhe Bankcalibrates valuation
techniques and tests them for validity using prices from observabient market transactions in the same
instrument or based on other available observable market data.

When an asset is acquired or a liability is assumed in an exchange transaction for that asset or liability, the
transaction price is the price paid to acq the asset or received to assume the liability (an entry price). In
contrast, the fair value of the asset or liability is the price that would be received to sell the asset or paid to
transfer the liability (an exit price). In many cases the transaptice equals the fair value (that might be the

case when on the transaction date the transaction to buy an asset takes place in the market in which the asse
would be sold). When determining whether fair value at initial recognition equals the tramgaicté the

Bank takein account factors specific to the transaction and to the asset or liability.

When transaction price provides the best evidence of fair value at initial recognition, the financial instrument
is initially measured at the transactiprice and any difference between this price and the value initially
obtained from a valuation model is subsequently recognised in profit or loss depending on the individual facts
and circumstances of the transaction but not later than when the valustppasted wholly by observable
market data or the transaction is closed out.

(viii)  Impairment of financial assets

,)56 YV LPSDLUPHQW UHT XL UlBdRikgQrfdrvhakon itb red@dghide ERpeddd Or&lit losses
+WKH pH[SHFWHG FRREHAOW ORVV (&/

Instruments within the scope of the new requirements included loans and othempdefimancial assets
measured at amortised cost and FVOCI, trade receivables, contract assets recognised and measured unde
IFRS 15 and loan commitments and somaticial guarantee contracts (for the issuer) that are not measured

at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Group first identifying a credit loss event. Instead
the Group considers a broader rangafifrmation when assessing credit risk and measuring expected credit
losses, including past events, current conditions, reasonable and supportable forecasts that affect the expectec
collectability of the future cash flows of the instrument.

14



Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(9) Financial assets and liabilities (continued)

(viii)  Impairment of financial assets (continued)

In applying this forwardooking approach, a distinction is made between:
¥ ILQDQFLDO LQVW deterotafed/signfidamiyvin kr&di glaltyrsilice initial
UHFRIJQLWLRQ RU WKDW KDYH ORZ FUHGLW ULVN u6WDJH T DC

f ILQDQFLDO LQVWUXPHQWYV WKDW KDYH GHWHULRUDWHG VLJQL
and whose creditrisk i Q RW ORZ p6WDJH 1

M6WDJH 1 ZRXOG FRYHU ILQDQFLDO DVVHWYV WKDW KDYH REMHFWI

H-PRQWK H[SHFWHG FUHGLW ORVVHVY DUH UHFRJQLVHG IRU WKH |

are recognised fadhe second category.

Measurement of the expected credit losses is determined by a probaeititted estimate of credit losses

over the expected life of the financial instrument.

(x) Classification and measurement of financial liabilities

As the accouting for financial liabilities remains largely the same under IFRS 9 compared to IAS 39, the
*URXSTV ILQDQFLDO OLDELOLWLHYVY ZHUH QRW LPSDFWHG E\ WKH [
include Customer deposits borrowings from banks amerdinancial institutions, subordinated debt and other
payables.Financial liabilities are initially measured at fair value, and, where applicable, adjusted for
transaction costs unless the Group designated a financial liability at fair value througbrposs.

Subsequently, financial liabilities are measured at amortised cost using the effective interest method except
for derivatives and financial liabilities designated at FVTPL, which are carried subsequently at fair value with
gains or losses recoiged in profit or loss (other than derivative financial instruments that are designated and
effective as hedging instruments). All interddtHODWHG FKDUJHY DQG LI DSSOLFDEOH
fair value that are reported in profit or loss areuded within finance costs or finance income.

(xi) Derivative financial instruments and hedge accounting
The Group applies the new hedge accounting requirements in IFRS 9 prospectively.

Derivative financial instruments are accounted for at fair valumugh profit and loss (FVTPL) except for
derivatives designated as hedging instruments in cash flow hedge relationships, which require a specific
accounting treatment. To qualify for hedge accounting, the hedging relationship must meet all of the following
requirements:

f WKHUH LV DQ HFRQRPLF UHODWLRQVKLS EHWZHHQ WKH KHGJHG
¥ WKH HIITHFW RI FUHGLW ULVN GRHV QRW GRPLQDWH WKH YDOXH I

f WKH KHGJH UDWLR RI WiKddsafd &s1haQrdsultidgdrbrintheR)@avtkyloSthe hedged item
that the entity actually hedges and the quantity of the hedging instrument that the entity actually uses to
hedge that quantity of hedged item.

All derivative financialinstruments used for hedge accounting are recognised initially at fair value and
reported subsequently at fair value in the statement of financial position. To the extent that the hedge is
effective, changes in the fair value of derivatives designateddgirty instruments in cash flow hedges are
recognised in other comprehensive income and included within the cash flow hedge reserve in equity. Any
ineffectiveness in the hedge relationship is recognised immediately in profit or loss.

At the time the hedgedtem affects profit or loss, any gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss and presented as a reclassification
adjustment within other comprehensive income. However, if dinancial aset or liability is recognised as

a result of the hedged transaction, the gains and losses previously recognised in other comprehensive income
are included in the initial measurement of the hedged item. If a forecast transaction is no longer expected to
occur, any related gain or loss recognised in other comprehensive income is transferred immediately to profit
or loss. If the hedging relationship ceases to meet the effectiveness conditions, hedge accounting is
discontinued and the related gain or logsekl in the equity reserve until the forecast transaction occurs.
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(h) Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with central banks anc
highly liquid financial assets with original maturities of less than three months, which are subject to
insignificant risk of changes in their fair value, and are used by the Bank in the management oftésrshort
commitments. Cash and cash equivalents areedaat amortised cost in the statement of financial position.

0] Derivatives held for risk management purposes

Derivatives held for risk management purposes include all derivativis asgHiabilities that are nolassified
as trading assets Iabilities. Derivatives held for risk manament purposes are measurefaatvalue in the
statement of financial position.

()] Loans

Loans are nowlerivative financial assets with fixed or determinable payments that are not quoted in an active
market andhat the Bank does not intend to sell immediately or in the near term.

When the Bank purchases a financial asset and simultaneously enters into an agreement to resell the asset (o
D VXEVWDQWLDOO\ VLPLODU DVVHW DWH®RIL[HGK S UL B H DRYQYJ HDP HXQWX
IRU DV D ORDQ RU DGYDQFH DQG WKH XQGHUO\LQJ DVVHW LV QRW

Loans are initially measured at fair value plus incremental direct transaction costs, and subsequently measured
at their amortised cost using the effective interest method, except when the Bank chooses to carry the loans at
fair value through profit or loss as described in accounting p8l(ig)(iii).

(k) Property and equipment

® Recognition and measurement

Items of poperty and equipment are measured at cost less accumulated depreciation and accumulated
impairment lossesCost includes expenditures that are directly attributable to the acquisition of the asset.

When parts of an item of property or equipment Hdifferent useful lives, they are accounted for as separate
items (major components) of property and equipment.

(i) Subsequent costs

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

(iii) Depreciation

Depreciation isecognisedn profit or loss on a straigiine basis over the estimated useful lives of each part of an

item of property and equipment. Land is not depreciated.

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

X Buildings and leaseid improvement: 20 years
X Motor vehicles and other equipment 5 years
x Office equipment 5 years
x Computers and electronic equipmer 4 years

Depreciation methods, useful lives and residual values are reassessed at the reporting date.
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
)] Intangible assets

Intangible assets compriseftware acquired by the Bartkoftware acquired by tHgankis stated at cost less
accumulated amortisatiand accumulated impairment losses.

Expenditure on internally developed software is recognised as an asset wBankfeable to demonstrate

its intention and ability to complete the development and use the software in a manner that will generate futur
economic benefits, and can reliably measure the costs to complete the development. The capitalised costs of
internally developed software include all costs directly attributable to developing the software, and are
amortised over its useful life. Interhaldeveloped software is stated at capitalised cost less accumulated
amortisation and impairment.

Subsequent expenditure on software assets is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it redafdl other expenditure is expensed as incurred.

Amortisation is recognised in profit or loss on a stralgie basis over the estimated useful life of the
software, from the date that it is available for use. The estimated useful life of softfeareyisars.

(m) Assets acquired through legal procesgepossessed collateral)

Repossessed collateral represents financial andimamcial assets acquired by the Group in settlement of
overdue loans. The assets are initially recognised at fair value wheneglcgod included in premises and
equipment, other financial assets, investment properties or inventories within other assets depending on their
nature and the Group's intention in respect of recovery of these assets, and are subsequently remeasured an
accaunted for in accordance with the accounting policies for these categories of assets. The Group applies its
accounting policy for nofcurrent assets held for sale or disposal groups to repossessed collateral where the
relevant conditions for such classifilca are met at the end of the reporting period.

Where repossessed collateral results in acquiring control over a business, the business combination is
accounted for using the purchase method of accounting with fair value of the settled loan repitbserdisig

of acquisition (refer to the accounting policy for consolidation). Accounting policy for associates is applied to
repossessed shares where the Group obtains significant influence, but not control. The cost of the associate is
the fair value of théoan settled by repossessing the pledged shares.

(n) Impairment of non-financial assets

7KH FDUU\LQJ DPR XQ WfMaitial\AsKats, @iHe Qi def€yidlax assets, are reviewed at each
reporting date to determine whether there is any indicatiampairment. If any such indication exists then
WKH DVVHWYV UHFRYHUDEOH DPRXQW LV HVWLPDWHG

An impairment loss is recognised if the carrying amount of an asset or itgem@atating unit exceeds its
recoverable amount. A caglenerating unit is thengllest 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 gpsterating units are allocated first ieduce the carrying

amount of any goodwill allocated to the units and then to reduce the carrying amount of the other assets in the
unit (group of units) on a pro rata basis.

The recoverable amount of an asset or -ggsterating 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 preax discountate that reflects current market assessments of the time value of money and the risks
specific to the asset. Impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longéds exis

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
DPRXQW $Q LPSDLUPHQW ORVV LV UHYHUVHG RQO\ WR WKH H[WH
the carrying amount that woulthve been determined, net of depreciation or amortization, if no impairment

loss had been recognized.
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(p) Investments in associateand joint ventures

Investments in associates and joint ventures are atmbtor using the equity method. The carrying amount

RI WKH LQYHVWPHQW LQ DVVRFLDWHY DQG MRLQW YHQWXUHV LV |
the profit or loss and other comprehensive income of the associate and joint ventureq adjast necessary

to ensure consistency with the accounting policies of the Group. Unrealised gains and losses on transactions
EHWZHHQ WKH *URXS DQG LWV DVVRFLDWHY DQG MRLQW YHQWXUF
those entitiesWhere unrealised losses are eliminated, the underlying asset is also tested for impairment

Q) Deposits borrowings and subordinated liabilities
Deposits borrowingsand subordinated liabilitesa®DUW RI WKH %DQNYV VRXUFHV RI GH

Whenthe Banksells a financial asset and simultaneously enters into an agreement to repurchase the asset (or
D VvVLPLODU DVVHW DW D IL[HG SULFH RQ D IXWXUH GDWH 3UHSR’
as a deposit, and the underlying assetiooas to be recognisedtine BankfV ILQDQFLDO VWDWHPH

Deposits borrowingsand subordinated liabilitiegre initially measured at fair value plus directly attributable
transaction costs, and subsequently measured at their amoditedsing the effective interest method.

n Provisions

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

Provisions are determined by discounting the expected future cash flows dfa @ that reflects current
market assessments of the time value of money and, where appropriate, the risks spezifatiotyh

A provision for restructuring is recognised when the Bank has approved a detailed and formal restructuring
plan, and the restructuring either has commenced or has been announced publicly. Future operating costs are
not provided for.

A provision for onerous contracts is recognised when the expected benefits to be derived by the Bank from a
contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
measured at the present value of the lower oElpected cost of terminating the contract and the expected
net cost of continuing with the contract. Before a provision is established, the Bank recognises any impairment
loss on the assets associated with that contract.

(s) Employee benefits
0] Defined contribution plans

Obligations for contributions to defined contribution pension plans are recognised as an expense in profit or
loss when they are due. The Bank makes compulsory social security contributions that provide pension
benefits for emplgees upon retirement. The local authorities are responsible for providing the legally set
minimum threshold for pensions in Albania under a defined contribution pension plan.

(i) Defined benefit plans

The Bank created a fully employer sponsored pensi&m fpihdStaff Support Program (See notB, Zuring
2002. The amount charged to this fund (SSP) was decided as 5% of yearly budgeted personnel salary expenses

The amount due to employees based on the above plan would be grossed up by the interkstdtraiewi

from the date the employees leave the Bank until their retirement. It would be paid to employees only when
they reach the Albanian statutory retirement age, in monthly instalments equal to a minimum of 75% of their
state monthly pension until tlrecumulated fund for the employee is consumed.
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Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

3. Significant accounting policies (continued)
(s) Employee benefitycontinued)
(i) Defined benefit plangcontinued)

Based on the Board of Directors resolution effective on 30 September 20Banthetopped the investment

in this fund (SSP), by transforming it into the Staff Retention Credit Program (SRCP). The demographic
FKDQJHV LQ ODERXU IRUFH GXULQJ WKH ODVW WHQ \HDUV DQG
employees are below tlage of 40, has resulted in SSP not being attractive for most employees of the Bank,
DV LW FDQ RQO\ EH HQMR\HG DW UHWLUHPHQW ,Q FRQWUDVW 65
staff, as it will provide consumer and home loans with prefexeterms. The entire due amount calculated

for eligible employees in Staff Support Program has been frozen on the same date. The frozen amount due to
change of SSP into SRCP on 30 September 2010 and the corresponding annual interest that willdye gained
the investment in AAA sovereign bonds in the future until retirement age, is recorded as a liability by the
Bank.

(iii) Short-term benefits

Shortterm employee benefit obligations are measured on an undiscounted basis and are expensed as the relatec
savice is provided. A provision is recognised for the amount expected to be paid undesramoesh bonus or
profit-sharing plans if the Bank has a present legal or constructive obligation to pay this amount as a result of past
service provided by the eafoyee and the obligation can be estimated reliably.

® Segment reporting

An operating segment is a component of the Bank that engages in business activities from which may earn
revenues and incur expenses, including revenues and expenses that retatsatdians with any of the
%DQNYV RWKHU &RPSRQHQWYVY ZKRVH RSHUDWLQJ UHVXOWYV DUH
decisions about resources allocated to each segment and assess its performance, and for which discrete
financial information is aailable (see Note 6)/ KH %DQNYV IRUPDW IRU VHIPHQW UHSRU\
segments.

(u) New Standards adopted as at 1 Januarg02L

6RPH DFFRXQWLQJ SURQRXQFHPH @&Wam Z Baniaky 20D1YaHd Bad+<R-PUHH HR LHH W
EHHQ DGRSWHG GR QRW KDYH D VLIQLILFDQW LPSDFW RQ WKH *UF

These amendments do not have a significant impact on these Consolidated Financial Statements and therefore
the disclosurebave not been made.

(v) Standards, amendments and Interpretations to existing Standards that are not yet effective and have not been
adopted early by the Group

Other Standards and amendments that are not yet effective and have not been adoptedhea@yduyp t
include:

,)56 ,QVXUDQFH &RQWUDFWYV

$PHQGPHQWYV WR ,)56 ,QVXUDQFH &RQWUDFWYV $PHQGPHQWYV V
5HIHUHQFHV WR WKH &RQFHSWXDO )UDPHZRUN

BURFHHGY EHIRUH , QWHQGHG 8VH $PHQGPHQWV WR ,$6
2QHURXYV £RHWRUBIRGAL ontract (Amendments to IAS 37)

$QQXDO ,PSURYHPHQWYV 0RO Cybl6 (A& td GRS 1, IFRS 9, IFRS 16, IAS 41)
&ODVVLILFDWLRQ RI /LD¥Eur@nt Kroehd¥ménis t&IREYHQW RU 1RQ
'"HIHUUHG 7D[ UdhodliabiitEs Yo $3ngld Wansaction

+H +H+ +H+ +H+ H+ H H

These amendments are not expected to have a significant impact on the financial statements in the period of
initial application and therefore no disclosures have been made.
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4. Use of estimates and judgements

ODQDJHPHQW GLVFXVVHV ZLWK WKH $XGLW &RPPLWWHH WKH GHY
critical accounting policies and estimates, and the application of these policies and estimates.

These disclosures supplement the commentafijnancial risk management (see note 5).

The following are the critical judgements, apart from those involving estimations (which are dbalt wi
separately below), that the managementBd3GH LQ WKH SURFHVYV RI DSSO\LQJ WKH *
andthat have the most significant effect on the amounts recognised in financial statements:

Business model assessment: Classification and measurement of financial assets depends on the results of the
SPPI and the business model testt¢ 3, (g), (ii). TheGroup determines the business model at a level that
reflects how groups of financial assets are managed together to achieve a particular business objective. This
assessment includes judgement reflecting all relevant evidence including how the perfafitfzmessets is
evaluated and their performance measured, the risks that affect the performance of the assets and how these
are managed and how the managers of the assets are compensated. The Group monitors financial asset:
measured at amortised cost airfvalue through other comprehensive income that are derecognised prior to
their maturity to understand the reason for their disposal and whether the reasons are consistent with the
objective of the business for which the asset was held. Monitoring@ perl WKH *URXSTV FRQWLQX
of whether the business model for which the remaining financial assets are held continues to be appropriate
and if it is not appropriate whether there has been a change in business model and so a prospective change tc
the classification of those assets.

ECL Determination

Significant increase of cdé risk: As explained in note 3 (g) (ix) and 5 (f), ECL are measured as an
allowance equal to thonth ECL for stage 1 assets, or lifetime ECL assets for stagst2ger 3 assets. An

asset moves to stage 2 when its credit risk has increased significantly since initial recognition. IFRS 9 does
not define what constitutes a significant increase in credit risk. In assessing whether the credit risk of an asset
has signiicantly increased the Group takes into account gqualitative and quantitative reasonable and
supportable forward looking information. Refer to ndt@) (ix) and 5 (b) (ii) for more details.

Establishing groups of assets with similar credit risk characteristics: When ECLs are measured on a collective
basis, the financial instruments are grouped on the basis of shared risk characteristics. Refar(tp) fiote

and 5 (b) (ii),for details ofthe characteristicxonsidered in this judgement. The Group monitors the
appropriateness of the credit risk characteristics on an ongoing basis to assess whether they continue to be
similar. This is required in order to ensure that should credit rislacteaistics change there is appropriate
re-segmentation of the assets. This may result in new portfolios being created or assets moving to an existing
portfolio that better reflects the similar credit risk characteristics of that group of assetgrRetation of

portfolios and movement between portfolios is more common when there is a significant increase in credit
risk (or when that significant increase reverses) and so assets move froonttRto lifetime ECLs, or vice

versa but it can also occur wiithportfolios that continue to be measured on the same basismbith or

lifetime ECLs but the amount of ECL changes because the credit risk of the portfolios differ.

Models and assumptions used: The Group uses various models and assumptions imgfi@asatue of

financial assets as well as in estimating ECL. Judgement is applied in identifying the most appropriate model
for each type of asset, as well as for determining the assumptions used in these models, including
assumptions that relate toykdrivers of credit risk. Semote 3 (g) (ix) and 5 (b) (iifor more details on ECL

and note 3 (g) (Vi) for more details on fair value measurement.
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4, Use of estimates and judgements (continued)
Input in data model of application of IFRS 16equirements
Initial direct costs

An entity may exclude initial direct costs from the measurement of the Right of Use asset at the date of initial
application. Based on IFRS 16, if a lessee elects to apply the standard with the modified retrospective
applcation, the lessee shall choose, on a lgsiease basis, to measure the rightise asset at either:

Option 1 its carrying amount as if IFRS 16 had been applied since the commencement date, but discounted
XVLQJ WKH OHVVHHIV LQFUHPHQWDO ERUURZLQJ UDWH DW WKH ¢
exclude initial direct costs from the measurement eRight of Use asset at the date of initial application is
applicable under Option 1 or;

Option 2 +an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease
payments relating to that lease. Although it is not statpticitly in the new standard, the practical expedient

on initial direct costs is not relevant under Option 2. The Bank does not adjust the Right of Use asset for
historical amounts e.g. initial direct costs.

The Bank has opted to apply the modified reteasipe method under Option 2.
Lowvalue assets

Lessees can also make an election to apply a method similar to current operating lease accounting to leases
for which the underlying asset is of levalue. IFRS 16 does not define the term-lmiue.

BankaKombétare Tregtare uses the EUR 10,000 as a threshold and simultaneously analyses the nature of the
asset in order to assess whether a leased asset qualifies for-tfiuevasset exemption. The types of assets

that qualify for the lowvalue asset exeniph might change over time if, due to market developments, the
price of a particular type of asset changes.

Incremental Borrowing Rate

The rate used for calculation of the RoU asset and Lease liability has taken into consideration the term, FX
denominain, risk associated with the bank, security, risk associated with the asset and economic
environment.

The closest values matching this definition are Funds Transfer Pricing (FTP) rates. The term and FX
denomination are taken into consideration when coaistig the EUR/USD/ALL yield curves. The Bank
considered at the initial application date the rates published by 31 December 2018.

After consideration, the Bank determined that there are no differences in terms of security, due to the fact that
the lessor fectively has security of owning the asset. Therefore, no adjustments were required. Since the
starting point is in the same jurisdiction and in the same currency as leases, no adjustment is required for this
segment as well. In addition, for assets saslan office building, considering that they are in a frequented
area, are not highly illiquid or specialized assets, specific asset premium would be nil. Meanwhile, the risk
associated with the economic environment is incorporated in the governmeny/istchds

The Bank has adjusted the rate for the credit spread, the cost that the bank would pay if it were required to
borrow the respective funds to finance the acquisition of such an asset.

The weighted average incremental borrowing rate applied to leadéiés recognised under IFRS 16 was
2.38%. The incremental borrowing rate is determined as the base rate yield curve plus the credit spread.

a. Base rate yield curve

Input data in the model are money market rates (lrdek rates in maturity bucket ONv). These data are
SXEOLVKHG RQ GDLO\ E-{bank tvadinQ ptferid)\\WFarligher m&QuntiedJthe rate is
calculated by extrapolating starting from the money market rates of December 2019.
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4, Use of estimates and judgement{gontinued)
Input in data model of application of IFRS 16 requirementécontinued)
a. Base rate yield curve (continued)

The Bank uses the Nels@iegetSvenssonmodel for extrapolation purposes for USD yield curve
construction, which fits an exponential approximation of the discount rate function directly to market prices.
The Bank introduced the application of the augmented NSS (NE€lisgetSvensson) model asversion that

has the ability to combine different forms of graphs, allowing in essence negative rates as well as atypical
interest rate distributions, which are not captured accurately by the classic-Selgehmodel.

The Bank uses the Cubic splimgdrpolation for EUR yield curve construction. Cubic spline interpolation is

a special case of spline type interpolation that is used very often to avoid the problem of Runge's phenomenon.
This method gives an interpolating polynomial that is smootherhasdsmaller error than some other
interpolating polynomials such as Lagrange polynomial and Newton polynomial. Cubic smoothing splines
fitted to univariate time series data can be used to obtain local linear forecasts. The approach is based on a
stochasticstate space model which allows the use of a likelihood approach for estimating the smoothing
parameter, and which enables easy construction of prediction intervals. In essence the same mathematical
mechanic is followed by the NSS (NelsBiregetSvenssoninodel. Whereas an interpolation typically begins

with specifying a functional form either to approximate discount function or forward rates, and then estimates
the unknown parameters. The cubic spline approach, brings more flexibility on the shapddofarygand

is thus good for financial practitioners who are looking for small pricing anomalies.

To construct local currency, Albanian Lek (ALL), yield curve (YC) the Bank is using the Cubic spline
interpolation, as described above. Yields of governnbenids (ON1Y) are auction results published by
Ministry of Finance and Bank of Albania at the end of each respective auction. For auctions that are not so
frequent, the rate is calculated by extrapolating between rate values of the last 2Y bond aeditvéveat

from the last auction of the bond in questidhe issue encountered by the bank's forecasts on Treasury Yields

is of the Runge's phenomenon type, which is a problem of oscillation at the edges of an interval that occurs
when using polynomial ierpolation with polynomials of high degree over a set of equispaced interpolation
points.

b. Credit spread
For the credit spread calculations, the Bank has approached the following logic:

1) Identify the international lornterm Issuer Default Rating of the finBk DO LQVWLWXWLRQ
International longW HUP ,'5 LV JLYHQ E\ WKH ([ WHUQDO &UHGLW 5DWLC
Standard & Poor. The Bank will use only the official, wenlitle accepted, external credit rating
DJHQFLHV VXFK D¥nd S&PhEcadGR iy tHese 3 agencies do the analyseswiae|d
PDNH DQG SXEOLVK WKH VWXGLHVY RQ 3'V /*qV ZKHUH FUHGI
etc. on the global level. These three agencies are also the only ones allowed to be usedroose
of relying on the experata parameters for e.g. in EU (as per CRD/CRR regulation etc.).

2) If the financial institution (Bank) does not have such a rating and it is part of a Group, the lower rating
of the country ceiling for the country where 8aN LV ORFDWHG DQG WKH H[WHUQD
long-term Issuer Default Rating of the ultimate parent is used. The underlying reason for this approach
is that when a bank is part of a group, support is more likely.

3) If neither of these steps resultsa rating, country ceiling for the country in which Bank is located is
identified and at least one notch is subtracted. The country ceiling is the best rating that an entity based
in that country can receive, so this is used as a benchmark as we teortt twith the biggest and
most robust institutions. Additionally, the downward risk adjustment is made for the sake of prudence.

That particular rating of the Bank is assigned proper probability of detaa{PD rate), which is externally
calculatedtexpert data given by the external credit rating agency. However, PD is just a probability. In order
to approximate full credit ris LGD is needed. By multiplying the Pateand LGDrate, credit lossateis
obtained, and this is the approximation of credit risk.
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4, Use of estimates and judgements (continued)

Determining fair values

The determination of fair value féinancial assets and liabilities for which there is no observable market price
requires the use of valuation techniques as described in accountinyg3qali€viii). For financial instruments

that trade infrequently and have little price transparency, fair value is less objective, and requires varying
degrees ofudgmentdepending on liquidity, concentration, uncertainty of market factors, pricing assumptions
andotKk HU ULVNYV DIIHFWLQJ WKH VSHFLILF LQVWUXPHQW 6HH DOVR

Critical accountingudgmentsPDGH LQ DSSO\LQJ WKH %DQNYV DFFRXQWLQJ SR
Valuation of financial instruments

The BankV DFFR X QW L Q Jad&rmrhdsukemRetsliDdiddussed under nfg(8iii).

The Bank measures fair values using the following hierarchy of methods:

x Level 1:Quoted market price in an active market for an identical instrument.

x Level 2: Valuation techniques based alservable inputs. This category includes instruments valued
using: quoted market prices in active markets for similar instruments; quoted prices for similar instruments
in markets that are considered less than active; or other valuation techniqueslvgignéieant inputs
are directly or indirectly observable from market data.

x Level 3: Valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on obseiatablend the
XQREVHUYDEOH LQSXWV FRXOG KDYH D VLJQLILFDQW HIIHFW RQ
instruments that are valued based on quoted prices for similar instruments where significant unobservable
adjustments or assumptions aequired to reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded in active markets are based on quoted
market prices or dealer price quotations. For all other financial instrutimenBankdetermines fair values

using valuation techniques. Valuation techniques include net present value and discounted cash flow models,
comparison to similar instruments for which market observable pridssand other valuation model$he

objective of valation techniques is to arrive at a fair value determination that reflects the price of the financial
instrument at the reportirdpte thatZ RXOG KDYH EHHQ GHWHUPLQHG E\ PDUNHW SD

The Bank uses widely recognized valuatioodels for determining the fair value of common and more simple
financial instruments, like interest rate and currency swaps that use only observable market data and require
little management judgment and estimation. Observable prices and model inpugsahe available in the

market for listed debt and equity securities, exchange traded derivatives and simple over the counter
derivatives like interest rate swaps. Availability of observable market prices and model inputs reduces the
need for managemejudgment and estimation and also reduces the uncertainty associated with determination
of fair values. Availability of observable market prices and inputs varies depending on the products and
markets and is prone to changes based on specific events anal genditions in the financial markets.

For more complex instruments, the Bank uses proprietary valuation models, which usually are developed from
recognized valuation models. Some or all of the significant inputs into these models may not be oliservable
the market, and are derived from market prices or rates or are estimated based on assumptions. Valuation
models that employ significant unobservable inputs require a higher degree of management judgment and
estimation in determination of fair value. Negement judgment and estimation are usually required for
selection of the appropriate valuation model to be used, determination of expected future cash flows on the
financial instrument being valued, determination of probability of counterparty defauftrapayments and
selection of appropriate discount rates.
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4. Use of estimates and judgements (continued)

Fair values

The table below sets out the carrying amounts and fair values of the financial assets and liabilities and analysésstinanerasts masured at fair value
at the end of the reporting period, by the level in the fair value hierarchy into which the fair value measurementisedategor

31 December2021 Note Carrying Amount Fair Value
Level 1 Level 2 Level 3 Total

Placement anbalances with banks 8 557,373,773 - 557,373,773 - 557,373,773
Investment securities 9 2,558,621,97: 1,238,871,30¢ 1,318,523,621 - 2,557,394,93C
Loans to banks 10 138,246,339 - 138,246,339 - 138,246,339
Loans tocustomers 11 1,310,598,33¢E - - 1,310,598,33t 1,310,598,33E
Total financial assets 4,564,840,42C 1,238,871,30¢ 2,014,143,732 1,310,598,335 4,563,613,377
Customer deposits 17 4,182,176,12% - - 4,182,176,12% 4,182,176,12¢<
Due to banks and financial institutions 18 372,945,259 - 372,945,259 - 372,945,259
Subordinated debt 22 28,405,688 - 28,405,688 - 28,405,688
Total financial liabilities 4,583,527,07C - 401,350,947 4,182,176,12% 4,583,527,07C
31 December 200 Note Carrying Amount Level 1 Level 2 Level 3 Total
Placement and balances with banks 8 556,699,226 - 556,699,226 - 556,699,226
Investment securities 9 2,185,679,75¢ 956,632,046 1,233,205,15€ - 2,189,837,202
Loans to banks 10 260,906,427 - 260,906,427 - 260,906,427
Loans to customers 11 1,359,092,07¢ - - 1,359,092,07¢ 1,359,092,07¢
Total financial assets 4,362,377,48¢ 956,632,046 2,050,810,809 1,359,092,07¢ 4,366,534,934
Customer deposits 17 3,982,476,397 - - 3,982,476,397 3,982,476,397
Due to banks and financial institutions 18 315,857,527 - 315,857,527 - 315,857,527
Subordinated debt 22 30,741,975 - 30,741,975 - 30,741,975
Total financial liabilities 4,329,075,89¢ - 346,599,502 3,982,476,397 4,329,075,89¢

The fair value of foreign exchange contracts approximates their carrying amount, vatisctoised in Note$6 and21. The Fair value of loan to customers
and customer deposits approximategheir carrying value either due to interest rates approximating the market rates or due to short term maturities.
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4, Use of estimates and judgements (continued)

Going Concern

During the beginning of 2020, the pandemic of COMI®was spreadlobally. In response to the situation, in
March 2020 the Government of Albania took drastic measures by suspending all activities that were not vit
Furthermore, facing the consequences of the C@MPandemic, which go far beyond the crucial elemént o
public health, both the Government of Albania and Bank of Albania implemented immediate measures in ordet
mitigate the social and economic impact of the outbreak. The government announced a sovereign guarantee t
the business which are facing lidity problems and will seek financing. Bank of Albania has announced that
customers that will face liquidity problems can request a postponement of the settlement of their liabilities towe
the Banks until 31.08.2020.

The Group considers the liquiditisk in the recovery plans, in the internal capital adequacy assessment proces
setting welldefined limits on its appetite for risk. The Group determines that its capital resources are available.

In terms of liquidity scenarios, the Group conducts pérally stress tests exercises to assess its liquidity position.
In these exercises it considers a liquidity crisis scenario specific to BKT and a liquidity crisis scenario to the ent
banking system, assuming withdrawal of deposits of at least 20% Eydréan repayments. Through thear

2021, the exercises have confirmed that even if the liquidity stress situation would continue for a period of 3 mont
the Group would meet the demand for funds for its 3 main currencies ALL, EUR and USD.

The Groy performs stress test exercises to test the possible impact of macroeconomic indicators in Group's |
financial position, performance and regulatory compliance. These stress tests are mainly focused on the impact
some outlined macro and microeconomtenarios might have on the loan portfolio, being the Group's main source
RI LQFRPH ILQDQFLDO SRVLWLRQ LQFOXGLQJ PDUNHW ULVN 2IlIL
internal risk valuation are used in these exercises.

In various strestest scenarios, the CAR in both, baseline and adverse scenarios, have resulted above the minin
requirement threshold set by Bank of Albania. The Group has assumed that there is no need the capital requiren
be increased.

In May 2021 the bank has apped the internal capital adequacy assessment process as at 31.12.2020.

During 2021, the Group has managed to decrease the nonperforming loans portfoliontide/éar ending 2@2

the Group would expect an increase on the nonperforming loans joadtielto the economic downturn. Following

the emergence of COVIP19 pandemics, the Group has analysed and considered the macroeconomic changes
reflect the impact of COVID 19 in the calculation of the Expected Credit Loss.

During 2020 and2021, the Group has managed to achieve the budgeted results, exceeding them in terms
profitability and balance sheet size. For the year ending 2022, the Group expects the budgeted figures to be star
at positive results, although not possible toddebly measured at the moment.

7KH *URXSTYVY PDQDJHPHQW HYDOXDWHYVY WKH *URXSTV DELOLW\ WR
stated above and is satisfied that the Group has the resources to continue in business for the forageeable fi
Furthermore, management is not aware of any material uncertainties that may cast significant doubt upon
*URXSTV DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ 7KHUHIRU
prepared on the going concerasis

25



Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

5. Financial risk management

@) Introduction and overview

The Bankhas exposure to the following risks from financial instruments:
x credit risk

x liquidity risk

X market risks

X operational risks

This note presents information abtiue BankfV H[SRVXUH WR H D Ftke RaAnk/\K iR DM IR ¥ W LUYLHA
and processes for measuring and managing riskhengankfv PDQDJHPHQW RI FDSLWDO

A financial instrument is any contract that gives tigehe right to receive cash or another financial asset from
another party (financial asset) or the obligation to deliver cash or another financial asset to another party (finan
liability).

Financial instruments result in certain risks to the Banl. mMibst significant risks facing the Bank are credit risk,
liquidity risk and market risk. Market risk includes foreign currency risk, interest rate risk and other psice risk

Risk management framework

The Board of Directors has overall responsibilty ftf KH HVWDEOLVKPHQW DQG RYHU
management framework. The Board has established the BigakkCommittee Asset and LiabilityCommittee
(ALCO), Risk Management Group and Credit Committees, which are responsible for developing andngonitor
Bank risk management policies in their specified areaghafie bodiegeport regularly to the Board of Directors

on their activities.

7KH %DQNYV ULVN PDQDJHPHQW SROLFLHVY DUH HVWDEOLVKHG WHF
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies a
systems are reviewed regularly to reflect changes in market conditions, products and services offered. The B
through its training and managemestandards and procedures, aims to develop a disciplined and constructivi
control environment, in which all employees understand their roles and obligations.

7KH %DQN $XGLW &RPPLWWHH LV UHVSRQVLEOH IRU PRQiLPMB&sL QJ
and procedures, and for reviewing the adequacy of the risk management framework in relation to the risks face
the Bank. The Bank Audit Committee is assisted in these functions by Internal Audit. Internal Audit undertak
both regular and aldoc reviews of risk management controls and procedures, the results of which are reported
the Audit Committee.

(b)  Credit Risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails
meetitV FRQWUDFWXDO REOLJDWLRQV D QlGans tbtustdrivers ahtd Qtirelc Babi3 @nid | L
investment securities. For risk management reporting purposes, the Bank considers all elements of credit
exposure (such as individuabligor default risk, country and sector riskhe Bank has formed a Credit Committee

to oversee the approval of requests for credits. Credit requests with amounts ov2j0BQIROO0 are approved
only upon decision of the Board of Directors of the Bartker€ is a continuous focus on the quality of credits
extended both at the time of approval and throughout their lives.

Each business unit is required to comply with Bank credit policies and procedures. Regular audits of business
and Bank Credit RiskManagement Department processes are undertaken by Internal Audit.
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5.

(b) Credit Risk (continued)

I.
7KH JURVYV FDUU\LQJ DPRXQW RI ILQDQFLDO DVVHWY EHORZ DOVR UH S8WaXHmLQ \ekpgosésHo tlddk X STV PDJ[L

Maximum credit exposure

Financial risk management (continued)

risk befae collateral and other credit enhancements as at 31 DecenfiaarD31 December 20 are as follows:

Financial Instruments Credit Risk

31 Deeember 21

31 December 220

Exposure before

Net exposure for

Exposure before

Net exposure

impairment Impairment credit risk impairment Impairment for credit risk
A. Credit risk exposure relating to
balance sheet items
Cash and Balances with Central Bank 536,369,18 - 536,369,185 465,266,853 - 465,266,853
Placements and Balances witanks 557,396,71 (22,937 557,373,77. 556,760,536 (61,310) 556,699,226
Investment securitiesmeasured at
FVTPL 101,865,98 - 101,865,98 74,800,809 - 74,800,809
Investment securitiesmeasured at
FVOCI 2,237,684,77 - 2,237,684,77 1,946,518,373 - 1,946,518,373
Investment securitiesmeasured at
amortised cost 220,647,33 (1,576,121 219,071,20' 165,131,261  (770,687) 164,360,574
Loans to banks 139,706,56 (1,460,228 138,246,33' 262,058,197 (1,151,770) 260,906,427
Loans to customers 1,378,551,03 (67,952,699 1,310,598,33 1,429,783,465 (70,691,386) 1,359,092,079
Other assets 22,034,92; (701,915 21,333,00° 13,473,181  (927,021) 12,546,160
Total Assets 5,194256512 (71,713900 5122542612 4,913,792,675 (73,602,174) 4,840,190,501
Off balance sheet items
Undrawn credit commitments 150,795,79 - 150,795,791 135,729,619 - 135,729,619
Outstanding cheques of noesident
banks 335,00¢ - 335,009 360,314 - 360,314
Spot foreign currency contract 148,265,79 - 148,265,797 130,262,997 - 130,262,997
Collaterals for loan portfolio 2,419,027,67 - 2,419,027,674 3,604,049,495 - 3,604,049,495
Securities pledged as collateral 320,678,29 - 320,678,295 279,810,581 - 279,810,581
Total off balance sheet 3,039,102,56 - 3,039,102,566 4,150,213,006 - 4,150,213,006
Total credit risk exposure 8,233359,078 (71,713,900 8,161,645178 9,064,005,681 (73,602,174) 8,990,403,507
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5. Financial risk management (continued)
(b) Credit Risk (continued)

il. Expected credit loss measurement

The estimation of credit exposure for risk management purposes is complex and requires theodséspf
as theexposure varies with changes in market conditions, expected cash flows and the qfatasegd he
assessment of credit risk of a portfolio of assets entails further estimations as to the likeflidetallts
occurring, of the associated loss ratios efdefault correlations between counterparties. Graup measures
credit risk using Probability of Default (PD), Exposure at Default (EAD) and Loss Gigfult (LGD).

The guiding principle of the expected credit loss model is to reflect the gengesthpaf deterioration or
improvement in the credit quality of financial instruments. This credit quality depends on the extent of credit
deterioration since initial recognition and will spread over thtage:

36 WDJH ~ FRPSULVHV RI DVVHWY WKDW KDYH QRW VXIIHUHG DQ\ V|
recognition;

S6WDJH ~ FRPSULVHV RI DVVHWYVY WKDW KDYH VXIIHUHG VLJQLILFD(
S6WDJH ~ FR &sets Where abi€dablt Bas occurred.

Under this general approach, the ECL for an asset is calculated over different time horizons according to the
stageit was assigned to:

ECL over one year for assetssitagel;
ECL over remaining lifetime for assetsstage? andstages.
Thestageassignment is done according to the following rules:

,PSDLUPHQW LI WKH FRXQWHUSDUW\ IRU WKH FRQVBGgeUHGQDVVH\
asset is considered as having defaulted if any repayfpentipal or interest) is overdue for more than 90
days or if the counterparty is in a proven situation of default (bankruptcy).

Rating D (lower than C): Assets with this rating are currently considered tostage3.

Qualitative factors: IFRS 9 haslvised to takén account qualitative factors such as watch lists or financial
analysis by experts. Similar to the previous case, there is also a second time threshold. In case the repayment
of an asset is overdue for more than 30 days and lessthan 90 daW LV D$t&eJQHG WR 3

Relative Threshold: if the counterparty has suffered significant deterioration in credit risk, that is if its credit
guality since initial recognition has dropped more than a specificlgfined relative threshold, thenis
DVVLJI@thGe WR 3

$O0O0 DVVHWYV WKDW DUH QRW LQ SvtatyeH " SUHYLRXV FDVHV DUH DVVLJ!

Grouping of instruments for losses measured on a collective basis
For expected credit loss provisions modelled on a collective basis, a grouping sifreggs performed

on the basis of shared risk characteristics, such that risk exposures within a group are homogeneous.
In performing this grouping, there must be sufficient information for the group to be statistically credible.
Wheresufficient information is not available internally, the Group has considered benchmarking
internal/external supplementary data to use for modelling purposes.

The Bank has three main portfolios, which are:
Loan portfolio

This category includes wholesalad individual/retail accounts loans.
Treasury portfolio
This category includes bonds, treasury bills and equity accounts.

Project and Structured Finance
This category includes letters of credit and bank guarantees.
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5. Financial risk management(continued)
(b) Credit Risk (continued)

ii Expected credit loss measurement (continued)

Significant Deterioration through relative threshold
The bank computes a relative threshold matrix that gives for each rating a prediction of what the expected
rating for each time horizon should be.

Throughthe-cycle (TTC) transition matrices give the percentage of counterparties which moved from one
rating to another over a specific time interval. TTC matrices over a 18 lyeazon are taken since this gives
a comfortable horizon for a relative threshold.

Credit risk grading

The bank relied on proxies provided by external credit rating agenciesn& TTC transition matrices for
all European entities provided byternational credit rating agenciage used. The following steps are then
carried out:

First the mapping between the internal arternal rating systems is performed

From there, a TTC ansition matrix with the number of observations (number of entities that changed from
one specific rating to another) is used and a weighted average per mapped rating is computed in order to
compute the internal ratings TTC matrix.

Forward-looking infornmation incorporated in the ECinodels

The TTC PDs are transformed into PIT PDs by takingccount the macroeconomic environment through a

set of macroeconomic variables: real GDP growth rate, inflation rate and unemployment rate. These variables
were souced from the IME, including historical data spanning 1992020 and baseline projections for2D

+2024. The first PD model includes a simplified form of the Merton model. In this framework, a systemic
variable: pPZKLFK UHSUHVHQWY WKH PDFURHFRQRPLF HQYLURQPHQW L
PD to this variable is obtained via the calibration of #marameter. The model takiesaccount the global

default rate of each year and calculategor each year, which is then regressed over with the different
combinations of macreconomic variables. Using projections of the macroeconomic variables, the regression
formulais usedto deduce projections of p andbased on the one factor Merton motled PIT PDsare

obtained The second PD model considers the default rate per rating in each year, which enables the calibration
RI WKH VHQVLWLYLW\ !IL IRU DOO UDWLQJV

Measuring ECL+Explanation of inputs, assumptions and estimation techniques
The keyinputs into the measurement of ECLs are likely to be the term structures of the following
variables:

1. Probability of default (PD);
2. Lossgivendefault(LGD); and
3. Exposure at defallEAD).

ECL is estimated under Baseline (typical), Bgstourable) and Adverse (unfavourable) conditions.

The only Pointin-Time estimates are for Probability of Default. LGD assumes Basel estimates and EAD uses
amortisation type payment schedules. Once all components (PD, EAD, LGD) have been compu@d, the E

is estimated under three different scenarios: Baseline (typical), Best (favourable) and Adverse (unfavourable)
condition, with weights 52%, 18% and 30% respectively. The final ECL is the probaimighted ECL

under those three scenarios.
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5. Financial risk management (continued)
(b) Credit Risk (continued)
ii Expected credit loss measurement (continued)

1. Probability of Default

The probability of default has been modelled on the basis of the one factor Merton model. The approach to
model the poinin-time forward looking and macroeconomic PD is divided into three different stéps:

first step is to calibrate the cumulated TPOs;- The second step is to include the forwiak information

and transform the cumulated TTC PDs to PIT PDOde final step is to describe the conversion of PIT PDs

to TTC PDs after a certain horizon.

Default rates are essential for the calculatidnPointin-Time Probability of Default (PD) and for the
estimation of ECL.

The Bank used external default rate data for each relevant sector and region. A number-eCoramroc
variables sourced from the IMF2, including historical data spanning 2620 and baseline projections for

2021 +2024, were considered in modelling of PIT PD.

For nonrated accounts, PD are estimated using the nominal weighted average PD of all rated accounts within
the same rating system. However, this does not guarantéleahrD for norrated accounts istage2 (NRB2)

is higher than fostagel (NRB1). To account for the higher risk of NRB2 exposures, the Bank mapped NRB2

to an equivalent risk grade with similar PIT PD as the PD for NRB1 exposure for a time horizoto ¢geal
average residual lifetime of all unexpired accounts within the same sector.

2. Loss Given Default (LGD)

Loss Given Default is defined as the percentage of the Exposure at Default (EAD) that is ultimately lost in
case of default of a counterpartyieafall possible recoveries through selling of collateral or collection
SURFHGXUHV $V UHJDUGV WR WKH ORDQ WR FXVWRPHUVY SRUWIR
using the collateral value of the asset. The bank has considered imboradadut past collateral value, time

in default, time to sale, sale costs, in calculating the LGD.

A defaulted collateralised asset can move through different stages post default. The bank can seize the
FROODWHUDO 33RVVHVVLBR DQ®RBONH WR IRHWOWKIHNSRBHQWLDO
FRXQWHUSDUW\ 3RVVHVVLRQ RI FROODWHUDO FDQ RFFXU YROXQV
proceedings). And sales may be carried out by the institution (after obtpimésgssion) or by means of a
customer selbale. On the date of collateral sale, any shortfall is recognised in the P&L-¢¥freepense)

and subsequent recoveries (debt collection either internal or external) may occunfiaturs when there

is ashortfall on collateral sale. Closed and cures occur when the full outstanding is recovered with the former
resulting in the account closing (i.e. no lending). Cure refers to both closed and curing accounts. For the
unsecured/uncollateralised types ofetisshe value of the collateral is supposed to be 0 and the actual model

is still applied takingn account pure debt collection. In the light of this recovery process, the Bank defines
LGD as the expected severity (loss) given a default.

As regards tohte nonloan accounts (Treasury and Project and Structured Finance accounts), the Bank
assumed the fixed Based Estimates. The Banks mapped each collateral type in BKT portfolios to the Basel
LGD segmentsl, each with their own LGD estimate: Eligible findrmodateral (0%), secured (25%)
unsecured (45%). For the Treasury and Project and Structured Finance portfolios, LGD values are assigned
on an asset type level.

3. Exposure at Default (EAD)

An asset can have a customised, linear or bullet amortisatiorRgpassets with a customised amortisation

type, repayment schedules are used to estimate EAD. For assets without any amortisation type, a linear
repayment plan is assumed. For off balance sheet exposures, it is required that provisions are held against
unGUDZQ FRPPLWPHQWYV %.79V FDOFXODWLRQ RI WKH FUHGLW FRQ
., UHTXLUHPHQWY XQGHU WKH VWDQGDUGLVHG DSSURDFK 3&RPPL’
commitments with an original maturity over bn \HDU ZLOO UHFHLYH D &&) RI DQG
Early repayment/refinance assumptions are also incorporated into the calculation. Hévee\ssarly
UHSD\PHQWY DUH FRQVLGHUHG WR EH IRU DOO DV VhtWateriaV WKH
impact.
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5.

Financial risk management (continued)

(b) Credit Risk (continued)

Expected credit loss measurement (continued)

The following table sets out the changes in gross carrying amount of loans to customers at amortised cost.

CHANGES IN GROSSCARRYING AMOUNT OF LOANS TO CUSTOMERS AT AMORTISED COST

Retail lending Corporate lending
31 December 201
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Balance at 1 January 2021 468,939,856 23,661,790 15,196,113 507,797,759 665,114,188 189,546,909 72,249,775 926,910,82

Transfer to Stage 1 (from 2 or 3) 9,969,835 (8,558,643) (1,411,192) - 40,823,680 (35,587,289) (5,236,39) -

Transfer to Stage 2 (from 1 or 3) (7,425,966) 8,144,678 (718,712) - (23,072,492) 31,768,186 (8,695,694) -

Transfer to Stage 3 (from 1 or 2) (1,671,538) (1,734,103) 3,405,64 - (23,575,197) (4,045,485) 27,620,682 -
New financial assets originated or purchas 163,905,870 1,368,760 412,711 165,687,341 201,403,447 7,999,505 3,009,707 212,412,659
Derecognition of financial assets (50,275,540) (2,748,041) (3,165,571) (56,189,152) (88,810,930) (15,088,912) (18,382,556) (122,282,38)
Changes due to modifications that did not (48,916,183) (1,947,536) (879,459) (51,743,178) (102,043,977) (10,557,018) (6,542,990) (119,143,985)
result in derecognition
Write-offs - - (2,466,640) (2,466,640) - - (2,243,022) (2,243,022)
Foreign exchange and other changes (26,033,74) (1,411,177) (647,84) (28,092,157) (33,599,749) (9,834,804) (3,905,825) (47,340,3B)
Gross Balance at 31 December 202 508,492,58 16,775,728  9,725657 534,993,973 636,238,970 154,201,092 57,873,68 848,313,748

The gross carrying amounts include principal and interest. Unamortized deferred fee is not included.
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5. Financial risk management (continued)

(b) Credit Risk (continued)

ii Expected credit losmieasurement (continued)

The following table sets out the changes in gross carrying amount of loans to customers at amortised cost

CHANGES IN GROSS CARRYING AMOUNT OF LOANS TO CUSTOMERS AT AMORTISED COST
Retail lending

Corporate lending

31 December 200

Balance at 1 January 2020

Transfer to Stage 1 (from 2 or 3)
Transfer to Stage 2 (from 1 or 3)
Transfer to Stage 3 (from 1 or 2)

New financial assets originated or purchas¢

Derecognition of financial assets

Changes due to modifications that did not

result in derecognition

Write-offs

Foreign exchange and other changes

Gross Balance at 31 December 2020

The gross carrying amounts include principal and interest. Unamortized deferred fee is not included.

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
421,543,496 14,773,803 15,524,706 451,842,005 678,524,166 73,321,249 61,830,847 813,676,262
9,681,997 (7,320,117) (2,361,880) - 28,544,102  (13,510,656) (15,033,446) -
(9,900,871) 10,405,010  (504,139) - (15,889,924) 16,128,685  (238,761) -
(2,938,260)  (1,436,972) 4,375,232 - (29,889,784)  (2,221,143) 32,110,927 -
128,710,402 9,806,062 302,409 138,818,873 305,677,252 139,590,332 5,193,624 450,461,208
(63,836,782)  (2,080,378)  (1,786,251) (67,703,411) (306,462,318) (11,114,236) (10,522,740) (328,099,294)
(45,455,036)  (1,700,483) (782,568) (47,938,087)  (33,517,244) (15,336,449) (6,440,426) (55,294,119)

(445) - (790,158) (790,603) - - (360,251) (360,251)
31,135,355 1,214,865 1,218,762 33,568,982 38,127,938 2,689,127 5,710,001 46,527,066
468,939,856 23,661,790 15,196,113 507,797,759 665,114,188 189,546,909 72,249,775 926,910,872
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5. Financial risk management (continued)

(b) Credit Risk (continued)

ii Expectedcredit loss measurement (continued)

The following table sets out the changes in allowance of loans to customers at amortised cost

ALLOWANCE OF LOANS TO CUSTOMERS AT AMORTISED COST

Retail lending

Corporate lending

31 December 201

Balance at 1 January 2021

Transfer to Stage 1 (from 2 or 3)
Transfer to Stage 2 (from 1 or 3)
Transfer to Stage 3 (from 1 or 2)
New financial assets originated or purchased

Derecognition of financial assets
Changes due to modifications that did not result i
derecognition

Write-offs
Foreign exchange and other changes

Allowance at 31 December 202

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
2,721,848 864,617 5,509,607 9,096,072 18,769,803 22,699,878 20,127,433 61,597,114
587,918  (354,749) (517,115) (283,946) 4,025,109 (2,978,964) (1,447,440) (401,295)
(36,572) 186,552 (122,747) 27,233 (1,898,234) 3,954,531 (2,053,895) 2,4
(12,919) (59,168) 844,323 772,2%  (1,517,659) (1,248,240) 8,277,180 5,511,248
1,847,604 30,870 330,060 2,208,534 5,983,717 399,330 836,506 7,219,53
(380,056) (71,775)  (1,129,702) (1,581,53) (1,340,876) (1,138,424) (4,176,251) (6,655,59)
1,003,113 (150983 671,989 1524119 (2,807,637) (2,024,821 (872,669) (5,705127)
- - (1,208,850) (1,208,850) - - (1,060,197) (1,060,197)
(249,934) (29,2%) (260,61) (539,80 710,93 (1,525197  (1,755,272) (2,569,59)
5,481,002 416,110 4,116946 10,014,058 21,925,152 18,138,093 17,875,395 57,938,640

33



Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021

(amounts in USD, unless otherwise stated)

5.

(b) Credit Risk (continued)
Expected credit loss measurement (continued)

Financial risk management (continued)

The following table sets out the changesaliowanceof loans to customers at amortised cost

ALLOWANCE OF LOANS TO CUSTOMERS AT AMORTISED COST

Retail lending

Corporate lending

31 December 200

Balance at 1 January 2020

Transfer to Stage 1 (from 2 or 3)
Transfer to Stage 2 (from 1 or 3)
Transfer to Stage 3 (from 1 or 2)

New financial assets originated or purchast

Derecognition of financial assets

Changes due to modifications that did not

result in derecognition

Write-offs

Foreign exchange and other changes

Allowance at 31 December 2020

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

1,715,079 349,460 5,483,251 7,547,790 17,214,942 9,727,862 17,877,978 44,820,782
886,636 (189,416) (866,790)  (169,570) 713,636 (1,345,574) (4,406,666) (5,038,604)
(36,201) 182,685 (126,751) 19,733 (288,065) 370,473 (40,736) 41,672
(12,706)  (21,956) 1,119,163 1,084,501 (976,508)  (203,630) 8,119,134 6,938,996
880,507 308,350 179,421 1,368,278 9,670,405 15,807,153 4,349,360 29,826,918
(371,853) (40,648)  (574,830) (987,331)  (9,653,764)  (690,552) (2,613,505) (12,957,821)
) - (593,005) (593,007) - - (100,450) (100,450)
(547,902) 233,827 466,356 152,281 972,038 (1,078,330) (1,528,440) (1,634,732)
208,290 42,315 422,792 673,397 1,117,119 112,476 (1,529,242) (299,647)
2,721,848 864,617 5,509,607 9,096,072 18,769,803 22,699,878 20,127,433 61,597,114
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5. Financial risk management (continued)

(b) Credit Risk (continued)

ii Expected credit loss measurement (continued)

The following table sets out the changes in in gross carrying amount of financial assets where impairment requirenfetitemihalfioans to customers).
CHANGES IN GROSS CARRYING AMOUNT OF FINANCIAL ASSETS WHERE IMPAIRMENT REQUIREMENTS APPLY (OTHER THAN LOANS TO CUSTOMERS )

Due from Banks Investment Securities at FVOCI
31 December 201 Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Balance at 1 January 202 659,696,786 12,266,958 - 671,963,744 1,844,061,327 6,143,348 - 1,850,204,675

Transfer to Stage 1 (from 2 or 3) - - - - 2,530,000 (2,530,000) - _

Transfer to Stage 2 (from 1 or 3) - - - - (6,133,479) 6,133,479 - -

Transfer to Stage 3 (from 1 or 2) - - - - - - - -
New financial assets originated or purchased 381,122,685 1,704,676 - 382,827,361 1,114,416,420 - - 1,114,416,420
Derecognition of financial assets (575,894,542) (12,266,958) - (588,161,500) (714,294,626) (3,613,348) - (717,907,974)
Changes due to modifications that did not result i
derecognition (20,260,552) - - (20,260,552) (22,041,913) - - (22,041,913)
Write-offs - - - - - - - -
Foreign exchange and other changes (7,116,310) - - (7,116,310)  (49,245,769) (466,124) - (49,711,89)
Gross Balance at 31 December 202 437,548,067 1,704,676 - 439,252,743 2,169,291,960 5,667,355 - 2,174,959,315

31 December021 Investment Securities at amortised cost Loan Commitments and financial guarantee contracts
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Balance at 1 January 202 166,191,968 - - 166,191,968 66,058,132 2,224,484 - 68,282,616

Transfer to Stage 1 (from 2 or 3) - - - - 5,667 (5,667) - i

Transfer to Stage 2 (from 1 or 3) (2,453,392) 2,453,392 - - (170,021) 170,021 - -

Transfer to Stage 3 (from 1 or 2) - - - - - - - -
New financial assets originated or purchased 133,610,872 - - 133,610,872 27,543,758 283,368 - 27,827,126
Derecogpnition of financial assets (70,984,948) - - (70,984,948)  (25,655,181) (1,945,371 - (27,600,552)
Changes due to modifications that did not result i - - - - 406,019 - - 406,019
derecognition
Write-offs - - - - - - - -
Foreign exchange and other changes (10,043,042)  (186,450) - (10,229,49) (3,154,008)  (169,053) - (3,323,08)
Gross Balance at 31 December 202 216,321,48 2,266,942 - 218,588,40 65,034,36 557,78 - 65,592,118

The gross carrying amounts include only Nominal amounts. Unamortized discount; Accrued interest and Marked to made)gaia/n@dincluded.
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5.
(b)

Financial risk management (continued)

Credit Risk (continued)
Expected credit loss measurement (continued)

The following table sets out the changes in in gross carrying amount of financial assetsnphgneent requirements apply (other than loans to customers)
CHANGES IN GROSS CARRYING AMOUNT OF FINANCIAL ASSETS WHERE IMPAIRMENT REQUIREMENTS APPLY (OTHER THAN LOANS TO CUSTOMERS )

Due from Banks

Investment Securities at FVOCI

31 December 200

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Balance at 1 January 2020 709,820,818 2,241,716 - 712,062,534 1,402,384,320 - - 1,402,384,320

Transfer to Stage 1 (from 2 or 3) - - - - - - - -

Transfer to Stage 2 (from 1 or 3) - - - - - - - -

Transfer to Stage 3 (from 1 or 2) - - - - - - - -
New financial assets originated or purchased 523,029,432 12,266,958 - 535,296,390 854,630,098 6,143,348 - 860,773,446
Derecognition of financial assets (584,091,794) (2,241,716) - (586,333,510) (472,159,342) - - (472,159,342)
Changes due to modifications that did not result in - - - (1,237,184) (1,237,184)
derecognition - - i,
Write-offs 10,780,838 - - 10,780,838  (5,193,004) - - (5,193,004)
Foreign exchange and other changes 157,492 - - 157,492 65,636,439 - - 65,636,439
Gross Balance at 31 December 2020 659,696,786 12,266,958 - 671,963,744 1,844,061,327 6,143,348 - 1,850,204,675

Investment Securities at amortised cost

31 December 200

Loan Commitments and financial guarantee contracts

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Balance at 1 January 2020 83,898,612 4,006,400 - 87,905,012 50,752,198 - 5,604 50,757,802

Transfer to Stage 1 (from 2 or 3) - - - - - - - -

Transfer to Stage 2 (from 1 or 3) - - - - (6,133) 6,133 - -

Transfer to Stage 3 (from 1 or 2) - - - - - - - -
New financial assets originated or purchased 105,182,047 - - 105,182,047 29,660,087 2,218,351 - 31,878,438
Derecognition of financial assets (26,043,328 (4,006,400 - (30,049,728  (15,991,256) - (6,133) (15,997,389)
Changes due to modifications that did not result in (843,053 - (843,053 859 - - 859
derecognition -
Write-offs (1,275,000 - - (1,275,000 (685,422) - - (685,422)
Foreign exchange and other changes 5,272,690 - - 5,272,690 2,327,799 - 529 2,328,328
Gross Balance at 31 December 2020 166,191,968 - - 166,191,968 66,058,132 2,224,484 - 68,282,616

The gross carrying amounts include only Nominal amounts. Unamortized discount; Accrued interest and Marked to mads)gaia/@dincluded.
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5. Financial risk management (continued)
(b) Credit Risk (continued)
ii Expected credit loss measurement (continued)
The following table sets out the changes in in gross carrying amount of financial assets where impajuinentents apply (other than loans to customers).
Reconciliation of the accumulated impairment allowance of financial assets where impairment requirements apply (other thamiws to customers)
Due from Banks

31 December 221

Stage 1 Stage 2 Total

Balance at 1 January 202 1,115,382 97,697 1,213,079

Transfer to Stage 1 (from 2 or 3) - - -

Transfer to Stage 2 (from 1 or 3) - - -

Transfer to Stage 3 (from 1 or 2) - - -
New financial assets originated or purcha:s 722,860 5,780 728,640
Derecognition of financial assets (609,320) (97,697) (707,017)
Write-offs - - -
Changes in models/risk parameters 306,103 - 306,103
Foreign exchange and other movements (57,641) - (57,641)
Allowance at 31 December 20R 1477384 5,780 1483164

Debt Investment Securities abmortised cost

Loan Commitments and financial guarantee contracts

31 December 2021

Stage 1 Stage 2 Total Stage 1 Stage 2 Total
Balance at 1 January 2@1 770,687 - 770,687 923,89 3,982 927,02
Transfer to Stage 1 (from 2 or 3) - - - - - -
Transfer to Stage 2 (from 1 or 3) (11,280) 23,335 12,0% (146) 146 .
Transfer to Stage 3 (from 1 or 2) - - - - - -
New financial assets originated or purcha:s 810,216 - 810,216 277,687 403 278,090
Derecognition of financial assets (186,363) - (186,363) (74,421) (58) (74,479)
Write-offs - - - - - -
Changes in models/risk parameters 246,969 8,796 255,765 (359,523) 2,121 (357,402)
Foreign exchange and other movements (83,797) (2,442) (86,239) (71,01) (303) (71,34)
Allowance at 31 December 20R 1546432 29,689 1576121 695,626 6,291 701,917
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5. Financial risk management (continued)

(b) Credit Risk (continued)

ii Expected credit loss measurement (continued)

The following table sets out the changes in in gross carrying amount of financial assets where impagjcinentents apply (other than loans to customers)
Reconciliation of the accumulated impairment allowance of financial assets where impairment requirements apply (other thamiws to customers)

Due from Banks

31 December 200

Balance at 1 January 2020

Transfer to Stage 1 (from 2 or 3)

Transfer to Stage 2 (from 1 or 3)

Transfer to Stage 3 (from 1 or 2)
New financial assets originated or purchase!
Derecognition of financial assets

Write-offs
Changes in models/risk parameters
Foreign exchange and other movements

Allowance at 31 December 2020

Stage 1 Stage 2 Stage 3 Total
242,247 11,537 253,784
980,359 97,697 1,078,056

(172,640) (11,537) (184,177)
61,085 - 61,085
4,331 - 4,331
1,115,382 97,697 1,213,079

Debt Investment Securities amortised cost

Loan Commitments and financial guarantee contracts

31 December 200

Balance at 1 January 2020

Transfer to Stage 1 (from 2 or 3)

Transfer to Stage 2 (from 1 or 3)

Transfer to Stage 3 (from 1 or 2)
New financial assets originated or purchase!
Derecognition of financial assets

Write-offs
Changes in models/risk parameters
Foreign exchange and other movements

Allowance at 31 December 2020

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Total
182,471 117 182,588 670,679 - 670,679
471,776 - 471,776 519,783 3,982 523,765
(35,744) - (35,744) (144,512) 0 (144,512)
127,942 - 127,942 (168,524) - (168,524)

24,242 (117) 24,125 45,613 - 45,613
770,687 - 770,687 923,039 3,982 927,021
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5. Financial risk management (continued)

(b) Credit Risk (continued)
iii. Credit quality analysis
The following table sets out information about the credit quality of loan to customer&liby@sset quality at amortised cost. Unless specifically indicated, for financial

assets, the amounts in the table represent gross carrying amounts.

LOANS TO CUSTOMERS BY ASSET QUALITY AT AMORTISED COST

31 December 201

Retail lending
Mortgage
Consumer

Credit cards
Corporate lending
Corporate

SME

Micro

Total

Off balance sheet
Retail Credit cards
Business Credit cards

31 December 201

Retail lending
Mortgage
Consumer

Credit cards
Corporate lending
Corporate

SME

Micro

Total

Stage 1 Stage 2
Total Carrying TOt‘?"
Non PastDue Past due Total Allowance Amount Non Past Due Past due Total Allowance Carrying
Amount
478,249,393 27,365,792 505,615,185 5,310,667 500,304,518 3,942,406 12,833,322 16,775,728 415,997 16,359,731
278,726,006 19,613,897 298,339,903 2,811,580 295,528,323 2,211,515 8,093,964 10,305,479 193,408 10,112,071
191,332,179 7,257,754 198,589,933 2,203,025 196,386,908 1,730,534 4,617,032 6,347,566 217666 6,129,990
8,191,208 494,141 8,685,349 296,062 8,389,287 357 122,326 122,683 4,923 117,760
618,919,162 15,371,264 634,290,426 21,881,934 612,408,492 100,856,105 53,414,242 154,270,347 18,133,692 136,136,655
515,128,938 10,423,770 525,552,708 18,877,193 506,675,515 90,605,980 43,002,348 133,608,328 16,873,171 116,735,157
68,532,415 2,521,935 71,054,350 1,814,586 69,239,764 6,806,870 6,386,144 13,193,014 783,702 12,409,312
35,257,809 2,425,559 37,683,368 1,190,155 36,493,213 3,443,255 4,025,750 7,469,005 476,819 6,992,186
1,097,168,555 42,737,056 1,139,905,611 27,192,601 1,112,713,010 104,798,511 66,247,564 171,046,075 18,549,689 152,496,386
- - - 282,557
- - - 227,043
- - - 55,514
Stage 3 Total Carrying Total net_ amount at Value of
Non Past Due Past due Total Allowance Amount amortised cost collateral
937,603 8,788,057 9,725,660 4,060,351 5,665,309 522,329,558 683,172,365
782,267 4,279,993 5,062,260 1,317,963 3,744,297 309,384,691 487,142,678
146,975 3,604,674 3,751,649 2,088,939 1,662,710 204,179,518 196,029,687
8,361 903,390 911,751 653,449 258,302 8,765,349 -
32,846,364 25,027,323 57,873,687 17,867,500 40,006,187 788,551,334  1,410,505,722
26,142,315 17,717,770 43,860,085 13,521,948 30,338,137 653,748,809 1,037,990,949
4,777,893 4,057,245 8,835,138 2,836,076 5,999,062 87,648,138 233,389,492
1,926,156 3,252,308 5,178,464 1,509,476 3,668,988 47,154,387 139,125,281
33,783,967 33,815,380 67,599,347 21,927,851 45,671,496 1,310,880,892 2,093,678,087

Past dueelated to each stage is referred as follows:

Stage 1: Past due3D dpd, otherwise Non Past Due, Stage 2: Past d9@ 8pd, otherwise Non Past Due, Stage 3: Past due over 90 dpd, otherwise Non Past Due
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5. Financial risk management (continued)

(b) Credit Risk (continued)
iii. Credit quality analysis
The following table sets out information about the credit qualitgani to customerim 2020 by asset quality at amortised cdgdhless specifically indicated, for financial
assets, the amounts in the table represent gross carrying amounts.

LOANS TO CUSTOMERS BY ASSET QUALITY AT AMORTISED COST

Stage 1 Stage 2
Total Total
31 December 280  Non Past Due Past due Total Allowance Carrying Non Past Due Past due Total Allowance Carrying
Amount Amount

Retail lending 432,700,947 33,523,380 466,224,327 2,644,127 463,580,200 1,916,054 21,745,737 23,661,791 863,247 22,798,544
Mortgage 254,408,283 24,087,642 278,495,925 1,149,205 277,346,720 1,371,164 13,568,466 14,939,630 577,589 14,362,041
Consumer 171,087,498 8,576,238 179,663,736 1,386,111 178,277,625 544,611 7,981,267 8,525,878 274,546 8,251,332
Credit cards 7,205,166 859,500 8,064,666 108,811 7,955,855 279 196,004 196,283 11,112 185,171
Corporate lending 650,917,859 11,986,687 662,904,546 18,718,776 644,185,770 89,663,856 99,883,053 189,546,909 22,712,989 166,833,920
Corporate 574,173,757 4,536,208 578,709,965 16,127,402 562,582,563 84,328,653 73,750,083 158,078,736 20,420,577 137,658,159
SME 47,910,157 3,628,050 51,538,207 1,426,643 50,111,564 3,469,496 18,040,335 21,509,831 1,666,456 19,843,375
Micro 28,833,945 3,822,429 32,656,374 1,164,731 31,491,643 1,865,707 8,092,635 9,958,342 625,956 9,332,386
Total 1,083,618,806 45,510,067 1,129,128,873 21,362,903 1,107,765,970 91,579,910 121,628,790 213,208,700 23,576,236 189,632,464
Off balance sheet - - - 226,692

Retail Credit cards - - - 163,860

Business Credit 62,832
cards - - -

Stage 3 Total net amount at

31 December 20 Non Past Due Past due Total Allowance  Total Carrying Amount amortised cost Value of collateral
Retail lending 1,789,108 13,407,008 15,196,116 5,424,838 9,771,278 496,150,022 685,442,555
Mortgage 1,654,168 7,090,408 8,744,576 2,106,611 6,637,965 298,346,726 498,555,667
Consumer 99,851 4,958,992 5,058,843 2,409,377 2,649,466 189,178,423 186,886,888
Credit cards 35,089 1,357,608 1,392,697 908,850 483,847 8,624,873 -
Corporate lending 37,577,690 34,672,086 72,249,776 20,100,717 52,149,059 863,168,749 1,452,366,922
Corporate 30,500,283 26,238,883 56,739,166 16,547,749 40,191,417 740,432,139 1,121,888,608
SME 5,075,167 4,496,441 9,571,608 1,931,338 7,640,270 77,595,209 200,936,051
Micro 2,002,240 3,936,762 5,939,002 1,621,630 4,317,372 45,141,401 129,542,263
Total 39,366,798 48,079,094 87,445,892 25,525,555 61,920,337 1,359,318,771 2,137,809,477

Past due related to each stage is referred as follows:Stage 1: PagOddpedlotherwise Non Past Due, Stage 2: Past d#@03dpd, otherwise Non Past Due, Stage 3: Past
due ovr 90 gd, otherwise Non Past Due.
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5. Financial risk management (continued)

(b)

Credit Risk (continued)

iii. Credit quality analysis (continued)

The following table sets oinformation about the aging analyses of loan to customers2iht®0businessineVy SURGXFW YV

LOANS TO CUSTOMERS AT AMORTISED COST

31
December
2021

Current

1-30 days
31-90 days
91- 180 days
181- 360 days
> 361 days
Total

Value of
collateral

31
December
2021

Current
1-30 days
31-90 days
91- 180 days
181- 360
days

> 361 days
Total

Value of

Retail lending

Mortgage Consumer Credit cards
Stagel Stage2 Stage3 Total Stagel Stage2 Stage3 Total Stagel Stage2 Stage3 Total

276,088,049 2,174,923 495,030 278,758,002 189,210,919 1,690,726 65,904 190,967,549 7,909,696 323 2,932 7,912,951
19,440,274 425,554 63,057 19,928,885 7,175,989 529,115 22,004 7,727,108 479,591 - 265 479,856
- 7,511,594 112,294 7,623,888 - 3,910059 41,548 3,951,607 - 117,437 208 117,645

- - 764,607 764,607 - - 254,942 254,942 - - 14,990 14,990
- - 445,236 445,236 - - 333,337 333,337 - - 239,907 239,907

- - 1,864,073 1,864,073 - - 944975 944975 - - - -
295,528,323 10,112,071 3,744,297 309,384,691 196,386,908 6,129900 1662710 204179518 8,389,287 117,760 258,302 8,765,349

450,347,893 23,277,363 13,517,422 487,142,678 183,803,785 9,349,802 2,876,100 196,029,687 - - - -

LOANS TO CUSTOMERS AT AMORTISED COST
Corporate lending

Large Corporate SME Corporate Micro Corporate

Stagel Stage2 Stage3 Total Stagel Stage2 Stage3 Total Stagel Stage2 Stage3 Total
497,028,147 79,944,729 19,157,100 596,129,976 66,841,350 6,487,454 3,733,621 77,062,425 34,152,309 3,213,787 1,512,093 38,878,189
9,647,368 12,741,223 266,717 22,655,308 2,398,414 2,828,690 322,789 5,549,893 2,340,904 1,394,113 201,456 3,936,473
- 24049205 601,475 24,650,680 - 3,093,168 10,391 3,103,559 - 2,384,286 50,401 2,434,687
- - 274,632 274,632 - - 151,833 151,833 - - 619,499 619,499
- - 2,071,525 2,071,525 - - 606,634 606,634 - - 218,360 218,360
- - 7,966,688 7,966,688 - - 1,173,794 1,173,794 - - 1,067,179 1,067,179
506,675,515 116735157 30,338,137 653748809 69,239,764 12,409,312 5,999,062 87,648,138 36,493,213 6,992,186 3,668,988 47,154,387
836,828,337 145,200,429 55,962,183 1,037,990,949 173,084,305 37,220,258 23,084,929 233,389,492 99,072,833 27,015,166 13,037,282 139,125,281

collateral
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5. Financial risk management(continued)

(b)

Credit Risk (continued)

iii. Credit quality analysis (continued)
The following table sets out information about the aging analyses of loan to customaé8liy ZDXVLQHVY OLQHVY SURGXFWYV

LOANS TO CUSTOMERS AT AMORTISED COST

31 December 2@0

Current

1-30 days
31-90 days
91- 180 days
181- 360 days
> 361 days

Total

Value of collateral

LOANS TO CUSTOMERS AT AMORTISED COST

31 December 200

Current

1-30 days
31-90 days
91- 180 days
181- 360 days
> 361 days

Total

Value of collateral

Mortgage Consumer Credit cards
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

253,358,615 990,908 940,730 255,290,253 169,748,038 457,023 32,328 170,237,389 7,105,911 233 14,800 7,120,944
23,988,105 289,432 55,670 24,333,207 8,529,587 50,953 23,798 8,604,338 849,944 - 10,637 860,581
- 13,051,069 62,004 13,113,073 - 7,667,586 2,012 7,669,598 - 151,297 1,681 152,978
- 30,632 757,096 787,728 - 75,770 378,341 454,111 - 33,641 86,619 120,260
- - 867,811 867,811 - - 576,421 576,421 - - 370,110 370,110

- - 3,954,654 3,954,654 - - 1,636,566 1,636,566 - - - -
277,346,720 14,362,041 6,637,965 298,346,726 178,277,625 8,251,332 2,649,466 189,178,423 7,955,855 185,171 483,847 8,624,873

444,080,671 39,320,636 15,154,360 498,555,667 170,153,211 11,393,754 5,339,923 186,886,888 - - - -

Corporate lending
Large Corporate SME Corporate Micro Corporate
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

558,359,730 69,575,568 22,529,727 650,465,025 46,579,414 2,907,346 3,703,826 53,190,586 27,797,705 1,101,638 1,424,036 30,323,379
4,222,833 456,107 3,349 4,682,289 3,532,150 209,988 88,332 3,830,470 3,693,938 593,085 8,453 4,295,476
- 67,626,157 2,071 67,628,228 - 16,639,450 4,949 16,644,399 - 7,637,663 52,343 7,690,006

- 327 22,483 22,810 - 86,591 143,872 230,463 - - 171,324 171,324

- - 6,217,619 6,217,619 - - 693,994 693,994 - - 201,700 201,700
- - 11,416,168 11,416,168 - - 3,005,297 3,005,297 - - 2,459,516 2,459,516
562,582,563 137,658,159 40,191,417 740,432,139 50,111,564 19,843,375 7,640,270 77,595,209 31,491,643 9,332,386 4,317,372 45,141,401
819,720,831 234,854,529 67,313,248 1,121,888,608 120,310,598 57,517,174 23,108,279 200,936,051 82,872,594 35,521,245 11,148,424 129,542,263
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5. Financial risk management (continued)
(b) Credit Risk (continued)
iii. Credit quality analysis (continued)

The following table sets out information about the credit quality of financial assets, other than loans to custo
measured aamortised cost, FVOCI debt investments irRR20Unless specifically indicated, for financial assets, the

amounts in the table represent gross carrying amounts.

2021
12-month Ilélé:elflwoet Lifetime_ Purchqsed
ECL credit- ECL cred|t- ' creqn- Total
. . impaired impaired
impaired
Placements and Balances
with banks at amortised cost
Aaa to Aa3 - - -
Al to A3 91,304,985 - 91,304,985
Baal to Baa3 144,817,478 - 144,817,478
Bal to Ba3 44,629,871 - 44,629,871
Bl to B3 3,990,428 - 3,990,428
Caal to Caa3 - -
Unrated 15,570,368 - 15,570,368
Exposure before impairment 300,313,130 - 300,313,130
Loss allowance 22,937 - 22,937
Carrying amount 300,29,193 - 300,290,193
Loans to Banks at amortised
cost
Aal to Aa3 - - -
Alto A3 - - -
Baal to Baa3 - - -
Bal to Ba3 46,295,752 1,704,676 48,000,428
B1 to B3 91,706,139 - 91,706,139
Caal to Caa3 - - -
Unrated - -
Exposure before impairment 138,001,891 1,704,676 139,706,567
Loss allowance 1,457,659 2,569 1,460,228
Carrying amount 136,544,232 1,702,107 138,246,339
Investment Securities at
FVOCI
Aal to Aa3 87,776,723 - 87,776,723
Al to A3 111,985,938 - 111,985,938
Baal to Baa3 223,600,499 - 223,600,499
Bal to Ba3 273,124,969 - 273,124,969
B1 to B3 1,405,511,641 - 1,405,511,641
Caal to Caa3 9,477,273 - 9,477,273
Unrated 120,437,300 5,770,435 126,207,735
Exposure before impairment  2,231,914,343 5,770,435 2,237,684,778
Loss allowance - - -
Carrying amount 2,231,914,343 5,770,435 2,237,684,778
Investment Securities at
Amortised Cost
Aal to Aa3 - - -
Al to A3 - - -
Baal to Baa3 6,834,822 - 6,834,822
Bal to Ba3 18,319,161 - 18,319,161
Bl to B3 160,920,259 - 160,920,259
Caal to Caa3 8,418,668 - 8,418,668
Unrated 23,806,212 2,348,208 26,154,420
Exposure 218,299,122 2,348,208 220,647,330
Loss allowance 1,546,431 29,690 1,576,121
Carrying amount 216,752,691 2,318,518 219,071,209
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5. Financial risk management (continued)
(b) Credit Risk (continued)
iii. Credit quality analysis (continued)

The following table sets out information about the credit quality of financial assets, other than loans to custo
measured at amortised cost, FVOCI debt investmieng)2Q Unless specifically indicated, for financial assets, the

amounts in the tableepresent gross carrying amounts.

2020
Lifetime ECL Lifetime ECL Purchased
12-month . . .
ECL qot cr_ed|t- _ creqn- _ creqn- Total
impaired impaired impaired
Placements and Balances
with banks at amortised cost
Aal to Aa3 105,750,013 - 105,750,013
Al to A3 17,781,584 - - 17,781,584
Baal to Baa3 200,967,056 - - 200,967,056
Bal to Ba3 30,002,175 - - 30,002,175
B1to B3 - - - -
Caal to Caa3 - - -
Unrated 56,735,878 - 56,735,878
Exposure before impairment 411,236,706 - - 411,236,706
Loss allowance 61,310 - - 61,310
Carrying amount 411,175,396 - - 411,175,396
Loans to Banks at amortised -
cost
Aal to Aa3 - - -
Alto A3 - - - -
Baal to Baa3 25,761,256 - - 25,761,256
Bal to Ba3 61,091,553 12,272,631 - 73,364,184
B1 to B3 11,496,608 - - 11,496,608
Caal to Caa3 - - - -
Unrated 151,436,149 - - 151,436,149
Exposure before impairment 249,785,566 12,272,631 - 262,058,197
Loss allowance 1,054,073 97,697 - 1,151,770
Carrying amount 248,731,493 12,174,934 - 260,906,427
Investment Securities at
FVOCI
Aal to Aa3 97,824,003 - 97,824,003
Al to A3 85,435,619 - - 85,435,619
Baal to Baa3 159,887,299 - - 159,887,299
Bal to Ba3 141,968,769 - - 141,968,769
B1 to B3 1,355,245,191 - - 1,355,245,191
Caal to Caa3 3,335,226 - - 3,335,226
Unrated 102,822,266 - - 102,822,266

Exposure before impairment
Loss allowance

Carrying amount
Investment Securities at
Amortised Cost

1,946,518,373

1,946,518,373

1,946,518,373

1,946,518,373

Aal to Aa3 - - -

Al to A3 12,284,754 - - 12,284,754
Baal to Baa3 1,844,150 - - 1,844,150
Bal to Ba3 109,641,304 - - 109,641,304
B1to B3 - - - -

Unrated 41,361,053 - - 41,361,053
Exposure 165,131,261 - - 165,131,261
Loss allowance 770,687 - - 770,687
Carrying amount 164,360,574 - - 164,360,574
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5. Financial risk management (continued)
(b) Credit Risk (continued)
iii. Credit quality analysis (continued)

Credit quality offinancial assetsther than loan and advances to custommsed on the internal rating system
of the Bank is categorised as follows:

Cash and balances Duefrom Investment

31 December 201 with Central Bank other banks securities Other Assets Total

Good 536,369,185 695620112 2,558621973 21,333,007 3,811,944277

Acceptable - - - - -

Close monitoring - - - - -

Total 536,369,185 695,620,112 2,558,621,97c 21,333,007 3,811,944,277
Cash and balances Due from other Investment

31 December 220 with Central Bank banks securities Other Assets Total

Good 465,266,853 817,605,653 2,185,679,75€ 12,546,160 3,481,098,422

Acceptable - - - - -

Close monitoring - - - - -

Total 465,266,853 817,605,653 2,185,679,75€ 12,546,160 3,481,098,422
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5. Financial risk management (continued)

(b) Credit Risk (continued)
iii. Credit quality analysis (continued)

The following table sets out information about the credit quality loans to customers for the corporate portfélio in 20

Unless specifically indicated, for financial assets, the amounts in the table represent gross carrying amounts.
DISCLOSURES BY CREDIT RISK RATING GRADESLOANS TO CUSTOMERS AT AMORTISED COSTCORPORATE

PORTFOLIO

31 December 201

Large Corporate

Strong (rating A)

Satisfactory (rating B&C)

Watch list (higher risk) (ratin® lower than ¢
Default (Lower than D and over 90 days past du

Total Rated

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaireassets & assets
at FVPL

SME Corporate

Strong (rating A)

Satisfactory (rating B&C)

Watch list (higher risk) (ratin® lower than ¢
Default (Lower than D and over 90 days past du

Total Rated

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired assets & asse!
atFVPL

Micro Corporate

Strong (rating A)

Satisfactory (rating B&C)

Watch list (higher risk) (ratin® lower than ¢
Default (Lower than D and over 90 days past du

Total Rated

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired assets & asse!
at FVPL

OFF BALANCE SHEET
Credit cards Loss allowance

Lifetime ECL Lifetime ECL
12-month not credit- credit-
ECL impaired impaired Total

6,251,326 - - 6,251,326
439,700,685 58,807,666 28,132 498,536,483
- - 26,977,835 26,977,835
- - 16,844,874 16,844,874
445,952,011 58,807,666 43,850,841 548,610,518
79,600,697 74,800,662 9,244 154,410,603
525,552,708 133,608,328 43,860,085 703,021,121
18,877,193 16,873,171 13,521,948 49,272,312
506,675,515 116,735,157 30,338,137 654,404,036
836,828,337 145,200,429 55,962,183 1,037,990,949
4,231,216 - - 4,231,216
65,747,402 12,727,534 15,393 78,490,329
- - 4,764,638 4,764,638
- - 4,026,460 4,026,460
69,978,618 12,727,534 8,806,491 91,512,643
1,075,732 465,480 28,647 1,569,859
71,054,350 13,193,014 8,835,138 93,082,502
1,814,586 783,702 2,836,076 5,434,364
69,239,764 12,409,312 5,999,062 87,648,138
173,084,305 37,220,258 23,084,929 233,389,492
3,248,826 - - 3,248,826
26,103,547 6,180,293 47,727 32,331,567
- - 1,807,847 1,807,847
- - 3,245,075 3,245,075
29,352,373 6,180,293 5,100,649 40,633,315
8,330,995 1,288,712 77,815 9,697,522
37,683,368 7,469,005 5,178,464 50,330,837
1,190,155 476,819 1,509,476 3,176,450
36,493,213 6,992,186 3,668,988 47,154,387
99,072,833 27,015,166 13,037,282 139,125,281
55,514 - - 55,514
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5. Financial risk management (continued)

(b) Credit Risk (continued)
iii. Credit quality analysis (continued)

The following table sets out information about the credit quildns to customers for the corporate portfolio iRR0

Unless specifically indicated, for financial assets, the amounts in the table represent gross carrying amounts.
DISCLOSURES BY CREDIT RISK RATING GRADESLOANS TO CUSTOMERS AT AMORTISED COSTCORPQRATE

PORTFOLIO

31 December 2020

Large Corporate

Strong (rating A)

Satisfactory (rating B&C)

Watch list (higher risk) (ratin® lower than ¢
Default (Lower than D and over 90 days past du

Total Rated

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired assets & asse!
at FVPL

SME Corporate

Strong (rating A)

Satisfactory (rating B&C)

Watch list (higher risk) (ratin® lower than ¢
Default (Lower than D and over 90 days past du

Total Rated

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impairemkssets & assets
at FVPL

Micro Corporate

Strong (rating A)

Satisfactory (rating B&C)

Watch list (higher risk) (ratin® lower than ¢
Default (Lower than D and over 90 days past du

Total Rated

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired assets & asse!
at FVPL

OFF BALANCE SHEET
Credit cards Loss allowance

12-month Lifetime ECL Lifetime Total
ECL not credit- ECL credit-
impaired impaired

30,499,620 2,859 - 30,502,479
485,644,193 88,582,828 47,307 574,274,328
- - 30,454,778 30,454,778
- 467 26,234,612 26,235,079
516,143,813 88,586,154 56,736,697 661,466,664
62,566,152 69,492,582 2,469 132,061,203
578,709,965 158,078,736 56,739,166 793,527,867
16,127,402 20,420,577 16,547,749 53,095,728
562,582,563 137,658,159 40,191,417 740,432,139
819,720,831 234,854,529 67,313,248 1,121,888,608
2,260,414 344,297 - 2,604,711
47,216,764 20,547,496 45,046 67,809,306
- - 4,994,313 4,994,313
- 90,604 4,494,287 4,584,891
49,477,178 20,982,397 9,533,646 79,993,221
2,061,029 527,434 37,962 2,626,425
51,538,207 21,509,831 9,571,608 82,619,646
1,426,643 1,666,456 1,931,338 5,024,437
50,111,564 19,843,375 7,640,270 77,595,209
120,310,598 57,517,174 23,108,279 200,936,051
2,860,297 169,356 - 3,029,653
20,271,944 7,797,410 29,922 28,099,276
- - 1,909,477 1,909,477
- - 3,936,491 3,936,491
23,132,241 7,966,766 5,875,890 36,974,897
9,524,133 1,991,576 63,112 11,578,821
32,656,374 9,958,342 5,939,002 48,553,718
1,164,731 625,956 1,621,630 3,412,317
31,491,643 9,332,386 4,317,372 45,141,401
82,872,594 35,521,245 11,148,424 129,542,263
62,832 - - 62,832
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5. Financial risk management (continued)

(b) Credit Risk (continued)

iii. Credit quality analysis (continued)

The following table sets out information about the credit quality loans to customers for the retail portfalib. in 20
Unless specifically indicated, for financial assets, the amounts in the table represent gross carrying amounts.

DISCLOSURES BY CREDIT RISK RATING GRADES L OANS TO CUSTOMERS AT AMORTISED COST *RETAIL

PORTFOLIO
31 December 201

Mortgage

Defaults

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired
assets & assets at FVPL

Consumer

Defaults

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired
assets & assets at FVPL

Credit_cards
Defaults

Non Rated

Total gross amount

Loss allowance

Carrying amount

Collateral held for credit impaired
assets & assets at FVPL

OFF BALANCE SHEET
Credit cards Loss allowance

12-month Lifetime ECL not Lifetime ECL

ECL credit-impaired credit-impaired Total
- - 4,313,331 4,313,331
298,339,903 10,305,479 748,929 309,394,311
298,339,903 10,305,479 5,062,260 313,707,642
2,811,580 193,408 1,317,963 4,322,951
295,528,323 10,112,071 3,744,297 309,384,691
450,347,893 23,277,363 13,517,422 487,142,678
- - 3,679,885 3,679,885
198,589,933 6,347,566 71,764 205,009,263
198,589,933 6,347,566 3,751,649 208,689,148
2,203,025 217,666 2,088939 4,509,630
196,386,908 6,129,900 1,662,710 204179518
183,803,785 9,349,802 2,876,100 196,029,687
- - 902,445 902,445
8,685,349 122,683 9,306 8,817,338
8,685,349 122,683 911,751 9,719,783
296,062 4,923 653,449 954,434
8,389,287 117,760 258,302 8,765,349
227,043 - - 227,043
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5. Financial risk management (continued)
(b) Credit Risk (continued)
iii. Credit quality analysis (continued)

The following table sets out information about the crgddlity loans to customers for the retail portfolio ir2Q0
Unless specifically indicated, for financial assets, the amounts in the table represent gross carrying amounts.

DISCLOSURES BY CREDIT RISK RATING GRADES L. OANS TO CUSTOMERS AT AMORTISED COST *RETAIL

PORTFOLIO
12-month Lifetime ECL Lifetime ECL Total
31 December 2020 ECL not credit- credit-
impaired impaired
Mortgage
Defaults - 30,887 7,090,408 7,121,295
Non Rated 278,495,925 14,908,743 1,654,168 295,058,836
Total gross amount 278,495,925 14,939,630 8,744,576 302,180,131
Loss allowance 1,149,205 577,589 2,106,611 3,833,405
Carrying amount 277,346,720 14,362,041 6,637,965 298,346,726
Collateral held for credit impaired assets « 444,080,671 39,320,636 15,154,360 498,555,667
assets at FVPL
Consumer
Defaults - 77,190 4,957,828 5,035,018
Non Rated 179,663,736 8,448,688 101,015 188,213,439
Total gross amount 179,663,736 8,525,878 5,058,843 193,248,457
Lossallowance 1,386,111 274,546 2,409,377 4,070,034
Carrying amount 178,277,625 8,251,332 2,649,466 189,178,423
Collateral held for credit impaired assets « 170,153,211 11,393,754 5,339,923 186,886,888
assets at FVPL
Credit_cards
Defaults - 34,366 1,333,452 1,367,818
Non Rated 8,064,666 161,917 59,245 8,285,828
Total gross amount 8,064,666 196,283 1,392,697 9,653,646
Loss allowance 108,811 11,112 908,850 1,028,773
Carrying amount 7,955,855 185,171 483,847 8,624,873
Collateral held for credit impaired assets « - - - -
assets at FVPL
OFF BALANCE SHEET
Credit cards Loss allowance 163,860 - - 163,860
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5. Financial risk management (continued)
(b) Credit Risk (continued)

iii. Credit quality analysis (continued)

Loans with renegotiated terms

/IRDQV ZLWK UHQHJRWLDWHG WHUPY DUH ORDQV WKDW KDYH EHHQ U]
position and where the Bank has made concessions that it would netisthevnsider.

Once the loan is restructured, its performance is closely monitored for the purpose of impairment testing.

Set out below are the carrying amounts of loans to customers whose term have been renegotiated and are undel

monitoring:

FORBORNE LAANS TO CUSTOMERS ACCORDING TO THEIR CREDIT QUALITY AT AMORTISED COST

31 December 201

Total amount of Loans

Total amount of
Forborne Loans
(Permanent
modification)

Forborne Loans (%)

Stage 1 1,139,905,611 11,022,393 1.0%
Stage 2 171,046,075 84,285,559 49.3%
Stage 3 67,599,347 13,345,660 19.7%
Exposure before impairment 1,378,551,033 108,653,612 7.9%
Stage 1 Allowance 27,192,601 254,965 0.9%
Stage 2 Allowance 18,549,689 13,310,308 71.8%
Stage JAllowance 21,927,851 3,943,808 18.0%
Total net amount 1,310880892 91,144,531 7.0%

Value of collateral 2,093,678,087 122,796,567 5.9%

Off Balance SheetAllowance

282,557

FORBORNE LOANS TO CUSTOMERS ACCORDING TO THEEREDIT QUALITY AT AMORTISED COST

31 December 2020

Total amount of Loan:

Total amount of
Forborne Loans
(Permanent modification)

Forborne Loans (%)

Stage 1 1,129,128,873 10,436,924 0.9%
Stage 2 213,208,700 78,032,881 36.6%
Stage 3 87,445,892 25,524,964 29.2%
Exposure before impairment 1,429,783,465 113,994,769 8.0%
Stage 1 Allowance 21,362,903 879,094 4.1%
Stage 2 Allowance 23,576,236 14,572,470 61.8%
Stage 3 Allowance 25,525,555 5,788,337 22.7%
Total net amount 1,359,318,771 92,754,868 6.8%
Value of collateral 2,137,809,477 122,667,493 5.7%

Off Balance Sheet Allowance

226,692
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5. Financial risk management (continued)
(b) Credit Risk (continued)
iv. Collateral and other credienhancements

The Group employs a range of policies and practices to mitigate credit risk. The most common of these is
accepting collateral for funds advanced. The Group has internal policies on the acceptability of dpssific

of collateral orcredit risk mitigation.

The Group prepares a valuation of the collateral obtained as part of the loan origination procasse$sisent

is reviewed periodically.

The Group prepares a valuation of the collateral obtained as part of the loan originat&ss. Thiassessment
is reviewed periodically. The principal collateral types for loans and advances are:

Mortgages over residential properties;
Financial Assets
Charges over business assets such as premises, machineries, and accounts receivable;

Longerterm finance and lending to corporate entities are generally secured; revolving individual credit facilities
are generally unsecured.

Collateral held as security for financial assets other than loans and advances depends on the nature of the
instrurrent. Debt securities, treasury and other eligible bills are generally unsecured, with the exception of asset
backed securities and similar instruments, which are secured by portfolios of financial instruments.

7KH *URXSYTV SROLFLHV UstbdDRA@ InQt SigRicsnily lciphged dER@tBe reportiedod

and there has been no significant change in the overall quality of the collateral held by theit®tipe prior
period.

Set out below is an analysis of collateral and credit enhancabiimed during the years:

Loans to customers

31 December2021 Retalil Corporate Total Loans

ﬁf;r')‘if{;“a" commercial or industrial 961,923,639 1,322,011,075  2,283,934,714

Financial assets 47,179,540 913,178,143 960,357,683

Other 74,515,023 160,142,533 234,657,556

Total 1,083,618,202 2,395,331,751 3,478,949,95°
Loans to customers

31 December 200 Retalil Corporate Total Loans

Residential, commercial or industrial

1,400,148,00C

1,028,001,00C

2,428,149,00C

Property

Financial assets 83,406,000 898,184,000 981,590,000
Other 51,197,000 167,698,000 218,895,000
Total 1,534,751,00C 2,093,883,00C 3,628,634,00C
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5. Financial risk management (continued)
(b) Credit Risk (continued)

Impaired loans and securities

Impaired loans and securities are loans and securities for which the Bank determines that it is probable that it will
be unable to collect all principal and interest due according to the contractual termdaznttiesecurities
agreement(s)The Risk Committee of BKT is engaged with the grading of the customers andstaeing
according to the appropriateategories. It decides the changdsgrading and takes the necessagctions
according to the monitoringrocedures. ThRisk Committeggrades each loan according to these factors:

x Ability to Pay

x Financial Condition

X Management ability

x Collateral and Guarantors
X Loan Structure

X Industry and Economics

Past due but not impaired loans

Past due but naimpaired loans are those loans and securities, where contractual interest or principal payments
are past due, but the Bank believes that impairment is not appropriate on the basis of the level of security /
collateral available and / or the stage of cditetof amounts owed to the Bank.

Allowances for impairment

The Bank establishes an allowance for impairment losses that represents its estimate ofossagauits loan
portfolio and other financial assetsrelates to the specific losemponent for individually significant exposures.

Write-off policy

The Bankwrites off a loan / segity balance (and any related allowances for impairment losses) with the decision

of the Board of Directors, in accordance with the regulation of BartkOfED QLD 32Q &UHGLW 5LVN O
The writeoff decision is taken after considering information such as the occurrence of significant changes in the
ERUURZHU LVVXHUTV ILODQFLDO SRVLWLRQ VXFK WKhWwriNaKH ERU
proceeds from collateral will not be sufficient to pay back the entire exposure.
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5. Financial risk management (continued)

(b) Credit Risk (continued)

V. Concentrations of credit risk

The Bank monitors concentrations of credit risk by sector and by geographic location. An analysis of concentrationssif ftoedibansand
investment securitiess at31 Decembel021 and31 December 2D is shown below:

Carrying amount

Concentration by sector
Corporate

Government

Banks

Retail

Total

Concentration by location

Albania

Kosovo

Europe

Asia

Middle East and Africa
America

Australia

Total

Note Loans tocustomers

31 December

31 December

Loans tobanks

31 December

31 December

Investment Securities

31 December

31 December

2021 2020 2021 2020 2021 2020
9,10,11 1,311,360,67z 1,359,092,07¢ 138,309,975 260,906,427 2,558,896,19¢ 2,185,679,75€
786,443,094 860,217,800 - - 327,269,172 278,274,808
2,052,726 2,888,117 - - 1,655,903,9623 1,461,973,527
- - 138,246,339 260,906,427 575,448,838 445,431,421
522102515 495,986,162 - - - -
1,310,598335 1,359,092,07¢ 138,246,339 260,906,427 2,558,621,972 2,185,679,75€
Note Loans tocustomers Loans tobanks Investment securities
31 December 31 December 31 December 31 December 31 December 31 December
2021 2020 2021 2020 2021 2020
775,006,240 848,171,053 - - 1,345,807,234 1,252,952,41=
473,199,317 431,754,903 - - 86,417,093 50,793,009
27,798,136 46,816,217 46,482,144 59,649,266 693,885,560 596,208,371
- - 47,287,240 85,597,883 187,315,061 81,195,901
- - 40,081,237 106,831,397 96,997,639 92,863,238
34,594,642 32,349,906 4,395,718 8,827,881 123,554,206 111,666,824
- - - - 24,645,180 -
9,10,11 1,310,598,335 1,359,092,07¢ 138,246,339 260,906,427 2,558,621,97% 2,185,679,75€
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5. Financial risk management (continued)

(© Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The purpose of Liquidity Risk
Management (LRM) is to ensure, as far asspis, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
ULVNLQJ GDPDJH WR WKH %DQN V UHSXWDWLRQ #%iesQmMegurdf0 SRO
monitors and control that risk.

Organization of LRM: % D QUR{VOrganization icludes two different bodies ithemonitoring and
management dfquidity. The involvement of different bodiekelps provideclear allocation of the
responsibity for monitoring/reporting and management of Liquidity Risk. Bayglay management of
liquidity belongs tothe Treasury Group but datyp-day monitoringof Liquidity risk and compliance to the
limits belongs tathe Risk Management Groufghe main purpasof the Risk ManagemenGroup,which
conductdaily overview of LRM reports, is tprovide an early warning signal of liquidity risto the
seniormanagement dhe Bank.

LRM Reports: % DQNYV /50 SROLF\ LQFOXGHYV V HWw\WeRdie@dd la\mbrndzed® R Q W k
by Operational &Varket Risk Department. Daily reports include Maximum Cumulative Outflow table and
Cumulative Assets and Liabilities Breakdown table, wiltichtrol respectively daily and
monthlyinflows/outflowsof liquidity till 1-year maturity underfbusiness as usuacenario. Monthly reports

include stress testing liquidity breakdown tables, wisimhtroldaily and monthlyinflows/ outflows of

liquidity underseparate bank specific and market specific crisis scenariosnibrdts maturity.

The LRM approach of the Bank resih positive liquidity gaps for all timstage up to one year as ai
Decembef021. This resulted mainly because of the following three assumptions:

x Using statistical method and historical d@tarived since 2001), the actual LRM reports include analysis
into the behavioural reavestment pattern of deposits;

X Short term securities available for sale are considered liquid through the secured funding from Bank of
Albania;

X %DQNYV UHYV H Usvheld withTBKA ardldensiQered as Aaquid assets.

$Q DQDO\WLV RI WKH %DQNYV H[SHFWHG WLPLQJ RI FDVK IORZV |
following tables.
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5. Financial risk management (continued)

(© Liquidity risk (continued)

As at A DecembeR021 W KH han@dhhssetandliabilities have remaining contractual maturities as follows:

Up to 1 month 1-3 months 3-12 months 1-5years Over5 years Total
Assets
Cash and balances wi@entral Bank 536,369,185 - - - - 536,369,185
Placement and balances with banks 536,449,090 13,615,891 7,266,792 - - 557,3B,773
Investment securities 60,829044 171,394649 399871514 1,300,833649 625693117 2,558621,973
Loans to banks 10,045,870 - 68,584,249 59616220 - 138246339
Loans to customers 41,020,852 40,855,857 288,953,964 605147066 334,620,596 1,310,598335
Other assets 21333,007 - - - - 21.333,007
Total assets 1,206089,048 225,866397 764676519 1,965,596,935 960313713 5,12,542612
Liabilities
Customer deposits 2,288,901,89¢ 240,529,255 993,051,229 617,589,406 42,104,335 4,182,176,12¢<
Due to banks and financial institutions 303,296,127 51,191,309 6,189,471 12,268,352 - 372,945,259
Due to third parties 1,943,486 - - - - 1,943,486
Accruals and other liabilities 23,011,471 - - - 893,015 23,904,486
Lease liabilities 209,087 419,087 1,865,776 7,902,837 7,328,087 17,724,874
Subordinated debt - - 68,913 28,336,775 - 28,405,688
Total liabilities 2,617,362,06¢ 292,139,651 1,001,175,38¢ 666,097,370 50,325,437 4,627,099,91¢
Net Position (1,411273021) (66,273,254) (236498870 1,299499,565 909988276 495,442696
Cumulative Net Position (1,411,273,021  (1,477546275  (1,714045145 (414545580 495442696 -

LRM reports are produced for each single currency Lek, Euro and USD and for tiséatetalent of financial positias well. Maximum cumulative outflow limits, which
are managed and monitored on a dh@gis, have been assigned for each of the above currencies.
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5. Financial risk management (continued)

(© Liquidity risk (continued)

As at 31 December 20 W KH %¥honéddyhssetandliabilities have remaining contractual maturities as follows:

Assets

Cash and balances with Central Bank
Placement and balances with banks
Investment securities

Loans to banks

Loans to customers

Other assets

Total assets

Liabilities

Customer deposits

Due to banks and financial institutions
Due to third parties

Accruals and other liabilities

Lease liabilities

Subordinated debt

Total liabilities

Net Position

Cumulative Net Position

Up to 1 month 1-3 months 3-12 months 1-5 years Over 5 years Total
465,266,853 - - - - 465,266,853
461,777,709 81,385,324 13,536,193 - - 556,699,226

49,284,900 132,162,916 423,908,380 1,196,833,90¢€ 383,489,654 2,185,679,75¢€
27,233 65,006 174,243,613 75,124,912 11,445,663 260,906,427
44,756,678 34,490,341 306,031,646 602,187,147 371,626,267 1,359,092,07¢
12,546,160 - - - - 12,546,160
1,033,659,532 248,103,587 917,719,832 1,874,145,96E 766,561,584 4,840,190,501
2,055,546,50¢3 272,536,917 1,152,767,03¢€ 465,918,130 35,707,809 3,982,476,397
237,029,401 52,945,425 9,526,758 16,355,943 - 315,857,527
2,007,320 - - - - 2,007,320
14,356,718 - - - 913,553 15,270,271
216,364 423,838 1,688,000 7,595,748 7,622,321 17,546,271

- - 74,581 30,667,394 - 30,741,975
2,309,156,30¢€ 325,906,180 1,164,056,377 520,537,215 44,243,683 4,363,899,761

(1,275496,773 (77802440) (246,336,545)  1,353,608,75C 722,317,901 476,290,740

(1,275,496,773) (1,353,299,366, (1,599,635,911, (246,027,161) 476,290,740 -
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5. Financial risk management (continued)
(c) Liquidity risk (continued)
Exposure to liquidity risk

One of the key ratios used by the Bdok managing liquidity risk, which is required by Bank of Albania

(BoA) at the same time, is the ratio of total liquid assets to total-trontliabilities on a daily basis. Based

RQ WKH UHJXODWLRQ 1R G D Whh@agement policy /[ F M QG IHVE\ AWK GHFL VI
dated 26.10.2011 the total liquidity ratio should be at a minimum of 25%, whereas the minimum of individual
ratios for local and foreign currenci€gX) at 20%. Meanwhile, based on the changes of this regulation
effective 15May 2013, the minimum of total liquidity ratiwsasdecreased to 20% and that of individual ratios

to 15% In addition, in March 2018 BoA has increased again the minimum of liquidity ratio for foreign
currencies to 20%.

As per this regulation, article I®int 4, liquid assets are considered: cash balance, current accounts with BoA
including mandatory reserve;:fills and securities according to their remaining maturity and ability to turn
into liquidity, where the nolUHVLGHQW FR X QW Hé& @dodumed kivhTth& 2 EpEctyE HaifcuisU
according to international credit ratin§hortterm liabilities are considered dihbilities with remaining
maturity up to one year.

Details of the reported Bank ratio at the reporting dates wdod@ss:

31-Dec2021 31-Dec2020
Total Liquid Assets/Total Short Term Liabilities Ratio 44.37% 42.08%6
Liquid Assets in local currency/Short Term Liabilitiedocal
currencyRatio 59.85% 57.5%6
Liquid Assetdn foreign currenciShort Term Liabilitiesn
foreign currencyRatio 34.30% 31.700

(d) Market risk
1) Foreign currency risk

Foreign currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign
exchange rates. The Bank manages this risk by establishing and monitoring limits on open positions and also
ensuring that these positions r&b Q LQ FRPSOLDQFH ZLWK WKH %DQN RI $OEDQ
operational covenants. The Bank has in place procedures for the independent checking of open foreign
currency positions.
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5. Financial risk management (continued)

(d) Market risk (continued)

1) Foreign currency risk (continued)

The following tables present théSD equivalent amoustof monetaryasset@andliabilities by currency as at
31 Decembe021 and31 December 220

31 December021

Assets

Cash and balances with Central Ba
Placements and balances with banl

Investment securities
Loans to banks
Loans to customers
Other assets

Total assets

Foreign exchange contracts

Liabilities

Customer deposits

Due to banks and financial
institutions

Due to third parties
Accruals and other liabilities
Lease liabilities
Subordinated debt

Total liabilities
Foreign exchange contracts

Net position (GAP)

Total assetg Totalliabilities
GAP / FXdenominatedssets

Sensitivity analysis

Lek depreciates by 10%
Lek depreciates by 5%
Lek appreciates by 5%
Lek appreciates by 10%

Lek usD Euro Other Total
(In USD equivalent)

183,566,03¢ 21,073,119 309,206,171 22,523,861 536,369,185
1,092611 75,676,331 470,668,359  9,936472 557373773
1,163,162,36¢ 496026301 807205384 92,227,919 2,558621973
- 46,067,996 92178343 - 138246339
586,345,91¢ 75,719,625 648,532792 4 1,310,598335
8,825240 87,353 12,38,569 33,845 21,333,007
1,94,992168 714650725 2,340,177,618 124,722]101 5,12,542612
2,609,536 10,770,621 134,473,121 412,519 148,265,797
1,619,728,037 167,859,32% 2,308,501,127 86,087,63€ 4,182,176,12:
320,955,50¢ 3,333,047 36,823,811 11,832,892z 372,945,25¢
1,943,486 - - - 1,943,486
8,733,416 4,158,728 10,853,22C 159,122 23,904,48¢€
634,543 312,925 16,777,40€ - 17,724,874
- - 28,405,68¢ - 28,405,68¢
1,951,994,99. 175,664,02% 2,401,361,25: 98,079,65C 4,627,099,91¢
499,531 125,933,587 6,193,526 15,639,152 148,265,797
(6,892818 423823736 67,095961 11,415,817 495,442,696
99.66% 240.58% 1027% 110.04% 11037%
0.58 0.027 0.0912 0.09
38529431 6,099633 1,037802 45,666,865
20,18,083 3,195046 543610 23920739
(22306512 (3,531,366 (600832 (26438711
(47091526 (7455107 (1,268424) (55815057
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5. Financial risk management (continued)

(d) Market risk (continued)

1) Foreign currency risk (continued)

31 December @20 Lek uUSD Euro Other Total
Assets (In USD equivalent)

Cash and balances with

Central Bank 130,872,91% 20,035,315 297,274,34C 17,084,282 465,266,85¢
Placements and balances

with banks 109,966 150,889,48C  371,418,72¢ 34,281,051 556,699,22¢
Investment securities 1,137,247,22¢ 391,843,71:  583,608,51¢ 72,980,295t 2,185,679,75¢
Loans to banks - 61,029,751  199,876,67¢ - 260,906,427
Loans to customers 613,513,491 71,627,262z  673,951,31¢ 1 1,359,092,07¢
Other assets 9,203,950 24,883 3,277,592 39,735 12,546,16C
Total assets 1,890,947,557 695,450,40¢ 2,129,407,17% 124,385,365  4,840,190,50:
Foreign exchange contract 1,109,381 6,415,579 115,943,87¢ 6,794,162 130,262,99¢
Liabilities

Customer deposits 1,614,863,63¢ 174,108,73: 2,109,310,31: 84,193,71¢ 3,982,476,39"
Due to banks and financial 265,999,85¢ 1,397,197 46,183,765 2,276,708 315,857,521
institutions

Due tothird parties 2,007,320 - - - 2,007,320
Accruals and other 2,859,510 5,094,415 7,260,629 55,717 15,270,271
liabilities

Lease liabilities 767,376 379,768 16,399,127 - 17,546,271
Subordinated debt - - 30,741,97¢ - 30,741,97E
Total liabilities 1,886,497,69¢ 180,980,11: 2,209,895,80¢ 86,526,144 4,363,899,76:
Foreign exchange contract 2,134,657 98,084,627 4,077,688  25,966,02€ 130,262,99¢
Net position (GAP) 3,424,582 422,801,24: 31,377,556 18,687,357 476,290,74(
Total assets Total 100.18% 251.51% 101.42% 116.61% 110.60%
liabilities

GAP / FXdenominated 0.60 0.01 0.14 0.10
assets

Sensitivity analysis

Lek depreciates by 10% 38,436,477 2,852,505 1,698,851 42,987,833
Lek depreciates by 5% 20,133,392 1,494,169 889,874 22,517,43€
Lek appreciates by 5% (22,252,697, (1,651,450) (983,545) (24,887,692,
Lek appreciates by 10% (46,977,916 (3,486,395) (2,076,373) (52,540,684,

2) Interest rate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in market
interest rates. The Treasury Department of the Bank manages the interest rate risk through monitoring the
market conditions and taking necessarpricing or reallocation decisions with the approval of the Asset and
Liability Committee. The sensitivity analysis has been determined based on the exposure to interest rates for
both financial assets and financial liabilities assuming that their asioutgtanding at threporting datevere
outstanding for the whole year.
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5. Financial risk management (continued)
(d) Market risk (continued)
2) Interest rate risk (continued)

The average effective yields of significant categories of finaraséts and liabilities of the Bank as at 3
Decembef021 are as follows:

Lek usD Euro

Assets

Cash and balances with Central Bank 0.50% - (0.50%)
Placement and balances with banks 1.08% 0.25% (0.38%)
Investment securities 6.04% 4.82% 2.09%
Loans to banks - 2.97% 3.03%
Loans to customers 4.91% 5.68% 5.40%
Liabilities

Customer deposits 0.62% 0.54% 0.49%
Due to banks and financial institutions 0.50% 0.34% 0.15%
Leaselabilities 6.89% 4.24% 2.18%
Subordinated debt - - 5.15%

The average effective yields of significant categories of financial assets and liabflires Bank as at 31
December 2P0 were as follows:

Lek usbD Euro

Assets

Cash and balances with Central Bank 0.35% - (0.50%)
Placement and balances with banks 0.35% 0.37% (0.10%)
Investment securities 3.91% 5.42% 2.27%
Loans to banks - 3.54% 2.88%
Loans to customers 5.21% 6.70% 5.64%
Liabilities

Customer deposits 0.54% 0.48% 0.39%
Due to banks anfinancial institutions 0.49% - 2.30%
Lease Labilities 6.92% 4.23% 2.03%
Subordinated debt - - 5.15%

60



Banka Kombetare Tregtare Sh.a

Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(amounts in USD, unless otherwise stated)

5. Financial risk management (continued)
(d) Market risk (continued)
2) Interest rate risk(continued)

The interest rgricing dates of significant categories of financial assets and liabilities of the BanKla3etembef021 are as follows:

Up to 1 month 1-3 months 3-12 months 1-5 years Over 5 year Total

Assets

Cash andbalances with Central Bank 536,369,185 - - - - 536,369,185
Placement and balances with banks 536,449,090 13,615,891 7,266,792 - - 557373773
Investment securities 491,654762 851,22%71 1,196829536 18,908004 - 2,558621973
Loans to banks 9,947,550 - 68408584 59,890,205 - 138246339
Loans to customers 583,720,047 34,568,946 387,136,155 219815111 85,358,076 1,310598335
Total 2,158182634 899,414508 1,659641,067 298613320 85,358,076 5,101,209605
Liabilities

Customer deposits 2,288901,898 240,529,255 993,051,229 617,589,406 42,104,335 4182176123
Due to banks and financial institutions 301,295,927 68,320,870 1,135,407 2,193,055 - 372,945,259
Subordinated debt - - 28,405,688 - - 28,405,688
Total 2,590197,825 308,850,125 1,022,592,324 619,782,461 42,104,335 4,583527,070
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5. Financial risk management (continued)

(d) Market risk (continued)

2) Interest rate risk (continued)

The interest rgricing dates of significant categories oféncial assets and liabilitie$ the Bank as at 31 Decembe2PQvere as follows:

Assets

Cash and balances with Central Bank
Placement and balances with banks
Investment securities

Loans to banks

Loans tocustomers

Total

Liabilities

Customerdeposits

Due to banks and financial institutions
Subordinated debt

Total

Up to 1 month 1-3 months 3-12 months 1-5years Over5 year Total
465,266,853 - - - - 465,266,853
461,777,709 81,385,324 13,536,193 - - 556,699,226
430,747,510 604,048,347 1,129,387,62C 21,496,279 - 2,185,679,756

7,353,449 18,380,562 154,526,285 69,149,523 11,496,608 260,906,427
717,712,309 29,918,074 313,052,150 206,161,608 92,247,938 1,359,092,07¢
2,082,857,83C 733,732,307 1,610,502,24¢ 296,807,410 103,744,546 4,827,644,341
2,055,546,50¢ 272,536,917 1,152,767,03¢ 465,918,130 35,707,809 3,982,476,397
237,029,401 75,329,124 3,499,002 - - 315,857,527

- - 30,741,975 - - 30,741,975
2,292,575,904 347,866,041 1,187,008,01% 465,918,130 35,707,809 4,329,075,899
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5. Financial risk management (continued)
(d) Market risk (continued)
2) Interest rate risk (continued)

Interest rate sensitivity

The sensitivity analysis below has been determined based on the exposure to interest rates at the reporting dat
and the stipulated change taking place at the beginning of the financial year and held constant throughout the
reportng period. The following is a stipulation of effects of changes in interest rate to the netwgrefitthe

change is applied to the GAP position as pgurieing terms presented in note abpassuming all the other
variables are held constant

31 December2021 31 December 220

Up to 1 year Over 1 year Uptolyear Overlyear
Interest rate increases by 2% 54,1%,741 48597433 45,656,255 43,634,775
Interest rate increases by 1.5% 40,616,806 36448075 34,242,191 32,726,081
Interest rate increases by 1% 27077870 24298716 22,828,127 21,817,388
Interest rate decreases by 1% (27,077,87) (24,298,71% (22,828,127) (21,817,388)
Interest rate decreases by 1.5%  (40,616,80% (36,448,07% (34,242,191) (32,726,081)
Interest rate decreases by 2% (54,155,74) (48,597,433 (45,656,255) (43,634,775)

(e Operational risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of cassesated with the
%DQNYV SURFHVVHVY SHUVRQQHO WHFKQRORJ\ DQG LQIUDVWUXFW
and liquidity risks such as those arising from legal and regulatory requirements and generally accepted
standards of coopo H EHKDYLRXU 2SHUDWLRQDO ULVNV DULVH IURP DOO

7KH %DQNYV REMHFWLYH LV WR PDQDJH RSHUDWLRQDO ULVN VR
GDPDJH WR WKH %DQNTV UHSXWDW L R Qauwid\toKtrdét pretedDrés@hat rRatriat HI1H
initiative and creativity.

The implementation of controls to address operational risk is supported by the development of overall
standards for the management of operational risk in the following areas:

requirements fioappropriate segregation of duties, including the independent authorisation of transactions
requirements for the reconciliation and monitoring of transactions

compliance with regulatory and other legal requirements

documentation of controls and procedure

requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified

requirements for the reporting of operational losses and proposed remedial action
development of contingengtans

training and professional development

ethical and business standards

X risk mitigation, including insurance where this is effective.

X X X X

X X X X

Compliance with internal standards is supported by a programme of periodic reviews undertaken by Internal
Audit. The results of Internal Audit reviews are discussed with the management of the business unit to which
they relate, with summaries submitted to the Audit Committee and senior management of the Bank.
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5. Financial risk management (continued)
() Capital management

7KH %DQNYV SROLF\ LV WR PDLQWDLQ D VWURQJ FDSLWDO EDVH
confidence and to sustain future development of the business. The impact of the level of capital on
VKDUHKROGHUVY UHW XU Q Bank rBcogviiBesUti¢ éed @ Lmaidtgin B Qaandl Kdiveen the
higher returns that might be possible with greater gearing and the advantages and security afforded by a sound
FDSLWDO SRVLWLRQ 7KHUH KDYH EHHQ QR P D WtdlduribgQhd-g€iin@ JHV L (

Regulatory capital

The Bank monitors the adequacy of its capital using, among other measures, the rules and ratios established
E\ WKH $OEDQLDQ UHJXODWRU WKH %DQN RI $OEDQLD 3%R$" Zk
UHTXLUHG WR XQGHUSLQ LWV EXVLQHVYV 7KH QHZ UHJXODWLRQV 3
FDSLWDO" HQWHUHG LQWR IRUFH LQ DUH LVVXHG SXUVXDQW \
Albania", and Law No. 9662 date 18.12.20@6 Banks in the Republic of Albania".

Capital Adequacy Ratio

The Capital Adequacy Ratio is the proportion of the regulatory capital to risk weighted exposures, calculated
as the sum of the riskeighted exposure amounts,-and oftbalance sheet for edit risk and for credit
counterparty risk, capital requirement for market and operational risk.

The minimum Regulatory Capital Ratio against the risk weighted exposures required by Bank of Albania is
12%. The minimum Tier 1 Capital Ratio is 6.0% andrtiieimum Common Equity Tier 1 Ratio is 4.5%

In DecembeR021, BKT has reported the followingpnsolidatedatios:
- Regulatory Capital Ratit5.98% (December 220: 15.75%);
- Tier 1 Capital Ratio 8.25% (December 2P0 14.6%%0);
- Common Equity Tier 1 Rati#5.25% (December 220: 14.6%%).

Starting from January 2019 the Bank has stadeelport on a stardlone basis as wdtbr statutory purposes
following the conversion of BKT Kosovo into a subsidiary during 2018. Based oedh&tion of BoA nr.

320 WKH FRQVROLGDWHG VXSHUYLVLRQ™ WKH %DQN VKRXOG C
alone basisThe same minimum regulatory ratioentioned abovare applied.

In December 281, BKT has reported thi®llowing standalone ratios:

- Regulatory Capital Ratith8.80% (December 220: 18.23%);

- Tier 1 Capital Ratio 1.82% (December 220: 16.88%);

- Common Equity Tier 1 Ratio7182% (December 220: 16.88%).
RiskWeighted Assets (RWAS)

For calculation of credit ris exposures, erand offbalance sheet are classified in 15 exposure classes. In
general terms, client/ issuer type, loan destination and collateral are the main determinants of the exposure
class. Each exposure class has its own specific requirememisvdo assess the appropriate risk weight and
respective risk weighted exposures. For credit risk and counterparty risk is applied the Standardised Approach.
Market risk capital requirements are calculated in case the Bank has a Trading portfoliofitaathéul
requirements defined by the regulation and/ or a total net open currency position that is larger than the defined
minimum threshold. Operational risk capital requirement is calculated based on the Basic Indicator Approach
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6. Segmental reporting

31 December2021 31 December 200
Geographical Segments Albania Kosovo Consolidated Albania Kosovo Consolidated
Assets
Cash and balances with Central Bank 405,076,74 131,292,43 536,369,18 339,660,15 125,606,69 465,266,85
Placement and balances with banks 523,948,01 33425761 55737377¢% 519,418,71 37,280,50 556,699,22
Intragroup Receivables 23,804,49 251,35 - 16,998,14 47,41 -
Investment securities 2,314,619,99 244001983 2,558621,97< 2,026,569,63 159,110,12 2,185,679,75
Loans to banks 117,002,98 21,243,35  138,246,33 221,641,37 39,265,05 260,906,42
Loans to customers 837,399,001 473,199,31 1,310,598,33 927,337,17 431,754,90 1,359,092,07
Investment in associates/subsidiaries 36,071,73 - 933,96 39,063,93 - 1,036,37!
Property and equipment 28,831,69 17,907,69 46,739,39 28,027,72 19,628,10 47,655,82
Intangible assets 12,958,44 4,724,60 17,683,05 4,159,45 - 4,159,45
Right-of-use assets 4,133,56! - 4,133,56! 14,816,88 2,518,50: 17,335,39
Deferred tavassets 2,023,65. 324,09¢ 2,347,75. 2,001,04. 368,42: 2,369,46.
Other assets 50,434,53 9,047,81! 59,482,34 44,166,84 7,180,13 51,346,97
Total assets 4,356,304,86 935,418,42 5,232,529,68 4,183,861,09 822,759,86 4,951,547,82
/ILDELOLWLHY DQG VKDUHKROGHUT
Liabilities
Customer deposits 3,428,230,54  753,945,57 4,182,176,12 3,320,901,65 661,574,74 3,982,476,39
Due to banks and financial institutions 323,032,52 49,912,73 372,945,25 266,351,51 49,506,01  315,857,52
Intragroup Payables 251,35:- 23,804,49 - 47,41« 16,998,14 -
Due to third parties 1,943,48 - 1,943,48! 2,007,321 - 2,007,321
Accruals and othdrabilities 69,019,39¢ 4,34754¢ 73,366,947 57,151,05 2,508,39! 59,659,44
Lease Liability 12,907,35 4,817,52. 17,724,87. 14,950,16 2,596,10! 17,546,27
Subordinated debt 28,405,68 - 28,405,68 30,741,97 - 30,741,97
Total liabilities 3,863790347 836827874 4,676,562377 3,692,151,09 733,183,40 4,408,288,93
6KDUHKROGHUYY HTXLW\
Share capital 300,000,00 35,137,60 300,000,00 300,000,00 38,027,56  300,000,00
Legal reserve 52,315,51 - 52,315,51 34,860,43 - 34,860,43
Translation reserve (1,924,052 (434,072 (2,358,124 4,195,211 1,290,79! 5,486,00!
Fair value reserve and impairment of FVOCI 43,989,59 553,25( 4454284C 65,222,18 3,606,80: 68,828,99
Retained earnings 98,13330¢ 63,333,77 161,467,079 87,432,16 46,651,28 134,083,45:
7TRWDO VKDUHKROGHUTYV HTXLW\ 492 514,355 98,590,552 555,967,30€ 491,709,99¢ 89,576,455 543,258,884
Total liabilitesand VKDUHKROGHUYYV HTXLYV 4,356,304,70: 935,418,42¢€ 5,232,529,68: 4,183,861,09. 822,759,862 4,951,547,82:
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6. Segmental reporting (continued)

Geographical Segments

Interest
Interest income
- Intragroup transactions
Interest expense
- Intragroup transactions
Net interest margin

Non-interest income, net
Fees and commissions, net
Foreign exchange revaluation gain, net
Foreign exchange trading activities income, net
Securities trading gain, net
Other (expense) / income, net

Total non-interest income, net

Operatingexpenses
Personnel expenses
Administrative expenses
Depreciation and amortization
Total operating expenses

Impairment of loans
Impairment of other financial instruments

Profit before taxes
Income tax
Net profit for the year

2021 2020
Albania Kosovo Consolidated Albania Kosovo Consolidated
133,558,14 35,269,30 168,827,45 125,681,52 28,931,12 154,612,64
53,82 3,41: - 51,98: 2,43 -
(15,098,781 (6,888,478 (21,987,25¢ (14,814,342 (6,137,304 (20,951,64¢
(3,413 (53,823 - (2,435 (51,983 -
118,459,36 28,380,82 146,840,19 110,867,18 22,793,81 133,660,99
19,839,34 6,979,96. 26,819,30 15,544,81 5,339,55! 20,884,36
4,125,48 (360,300 3,765,18! (5,747,373 80,82 (5,666,54¢
2,001,07 587,53« 2,588,61. 1,974,71! 43,55¢ 2,018,27.
927,00:. 1,861,95I 2,788,95. 9,127,15. 2,555,93! 11,683,09
4,23643¢ 895,66 5,13209¢ 8,824,42 129,71( 8,954,13
31,129352 9,964,80: 41,094]16C 29,723,73 8,149,58 37,873,31
(19,002,207 (6,414,728 (25,416,93F (16,596,29C  (5,750,80C (22,347,09C
(32,861,86¢ (7,076,292  (39,938,15¢ (27,459,65¢ (5,702,618 (33,162,27¢
(7,914,321 (1,786,671 (9,700,992 (6,862,191 (1,750,83C (8,613,021
(59,778,394 (15,277,691 (75,056,08E (50,918,13¢ (13,204,24¢ (64,122,387
(2,335,972 (1,684,638 (4,020,610 (9,999,54C (3,719,588 (13,719,12¢
(285,621 (732,069 (1,017,690 (4,927,242 (291,273 (5,218,515
87,18873:z 20,651,23€ 107,83996¢ 74,745,99 13,728,29 88,474,28
(12,765,727 (1,981,345 (14,747072 (11,311,86¢ (1,855,374 (13,167,242
74,42300% 18,669,891 93,09289¢ 63,434,12 11,872,91 75,307,04
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7. Cash and balances with CentraBank

Cash and balances with CentBalnkasat31 Decembef021 and31 December 2P0 are detailed as follows:

31 December2021

31 December 200

Cash on hand 69,280,576 66,613,325
Deposits with the Central Bank Kbsovo 97,456,505 90,140,137
Bank of Albania
Current account 71,869,335 18,831,688
Statutory reserve 297,773,231 289,691,130
Accrued interest (10,462) (9,427)
369,632,104 308,513,391
536,369,185 465,266,853

In accordance withthBank R $OEDQLDYfV UHTXLUHPHQW U HEapkghoulindhRinVKH G
a minimum of 10% of customer deposits in Albania withBlamk of Albania as a statutory reserve account,
which during the month can be decreawetD% of this level, provided that the monthly average is maintained.

Balances with CBK include the minimum required statutory reserve of 10% of customer deposits in Kosovo
and the minimum cash deposit pledged as capital equivalency deposit.

Cash and cash equivalentsaa81 Decembe?021 and31 December 22D arepresenteas follows:

31 Decemberr021 31 December 200

Cash and balances with Centigank
Statutory reserve in Albania
Statutory reserve in Kosovo

536,369,185

(297,773,231)

(51,888,833)

465,266,853

(289,691,130)

(42,264,421)

Current accounts with banks 239,853,628 133,418,080
Demand deposits with banks 42,335,379 81,837,419
Placements with maturities of 3 months or less 253,966,440 323,421,484

722,862,568 671,988,285

8. Placements and balances withanks

Placements and balances widnksasat 31 DecembeP021 and31 DecembeP020 consisted as follows:

31 Decemberr021

31 December 200

Placements 258,010,35¢ 329,178,31¢
Cash collateral held by financial institutions 17,229,952 12,105,75C
Current accounts 239,853,62¢ 133,418,08(
Demand deposits 42.335,41¢ 81,837,45¢
Accrued interest (32,644) 220,929
Impairment (22,937 (61,310)

557373773 556,699,22¢

Placements are held with noesidentbanksfrom Organisation for Economic Cooperation and Development
32(&'"" FRXQWULHYVY DQG KDYH FRQWUDFWXDO PDWXULWLHYV XS WR
corresponderivanksin the OECD countries.

Cash collateral represents mostly collatesdttby financial institutions in relation to letters of credit issued
WR WKH %DQNYfV FOLHQWY DQG FDVK GHSRVLWYV WKDW VHFXUH UL
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9. Investment securities

Investment securities as at 31 Decemb@12thd 31 December 20 are presented as follows:
31 December 201 31 December2020

Investment securitiesmeasured at FVOCI (Treasury 140,685,464 174,557,084
bills availablefor-sale)
Investment securitiesmeasured at FVOGRAvailable
for-sale securities)
Investment securitiesmeasured at FVTPL (Helfbr-
trading securities)
Investment securitiesmeasured at amortised cost
(Held-to-maturity securities)

Total

2,096,999,314 1,771,961,28¢

101,865,986 74,800,809

219071,209
2,558621,973

164,360,574
2,185,679,75€

a) Investment securities- measured at FVOCI (Treasury bills available-for-sale
Treasury bills availabléor-sale by original maturity as &1 Decembe021 and 31 December 20 are

presented as follows:

31 December 221

Purchase Amortized Marked to market gair Fair
Value discount (loss) Value
3 months 265,657 682 32 266,371
12 months 138,444,524 1,725,701 248,868 140,419,093
138,710,181 1,726,383 248,900 140,685,464
31 December 220
Purchase Amortized Marked to market gair Fair
Value discount (loss) Value
6 months 3,938,985 18,260 3,567 3,960,812
12 months 168,239,365 2,026,815 330,092 170,596,272
172,178,350 2,045,075 333,659 174,557,084
b) Investment securities- measured at FVOCI Available-for-sale securitie¥
Availablefor-sale securities as 8l December ZZL comprise aollows:
Unamortized Marked to Fair
Type Nominal value discount Accrued interest market Value
gain/ (loss)
Lek denominated 961,865,966 2,249,240 13,537,365 35,311,295 1,012,963,866
USD denominated 369,846,000 6,257,141 4,492,070  (1,423,534) 379,171,677
EUR denominated 596,056,126 13,120,472 7,315,728 (2,004,245) 614,488,081
TRY denominated 2,198,235 - 21,211 (43,852) 2,175,594
CAD denominated 6,838,255 - - 8,628,224 15,466,479
GBP denominated 60,729,497 1,555,326 1,168,817 41,547 63,495,187
SEK denominated 68,110 - - (43,055) 25,055
CHF denominated 8,991,215 112,664 65,258 44,238 9,213,375
2,006,593,404 23,294,843 26,600,449 40,510,618 2,096,999,314
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9. Investment securities (continued)

Type

Lek denominated

USD denominated
EUR denominated
TRY denominated
CAD denominated
GBP denominated
SEK denominated
CHF denominated

Availablefor-sale securities as at 31 Decembe2@fmprise as follows:
Nominal Unamortized Accrued Marked to Fair
value discount interest market Value
gain/ (loss)

901,562,871 3,252,299 12,887,733 33,183,984 950,886,887
288,418,000 402,118 3,316,138 7,682,228 299,818,484
424,711,511 7,240,991 5,483,723 10,839,446 448,275,671
7,079,871 - 1,921,913 (60,884) 8,940,900
17,895,793 - - - 17,895,793
38,021,025 979,964 1,044,064 1,729,395 41,774,448
24,702 - - - 24,702
4,199,742 66,564 27,120 50,978 4,344,404
1,681,913,515 11,941,936 24,680,691 53,425,147 1,771,961,289

c) Investment securities- measured at FVTPL Held-for-trading securities)

Held for trading securities as at 31 Decemb&i12afbmprise as follows:

Type
ALL denominated
USDdenominated
EUR denominated
CHF denominated

Type
ALL denominated
USDdenominated
EUR denominated

Type

USDdenominated
EUR denominated
CHF denominated

Nominal  Unamortized  Accrued Marked to market Fair
value discount interest gain/ (loss) Value
9,198,423 102,211 93,184 119,218 9,513,036
34,300,000 1,686,730 535,847 (454,876) 36,067,701
54,859,996 1,501,540 588,875 (1,398,359) 55,552,052
767,543 (53,574) 3,262 15,966 733,197
99,125,962 3,236,907 1,221,168 (1,718,051) 101,865,986
Held for trading securities as at 31 Decemb&fbmprise as follows:
Nominal ~ Unamortized  Accrued Marked to market Fair
value discount interest gain/ (loss) Value
11,576,754 (49,839) 110,807 165,534 11,803,256
37,510,000 2,755,596 502,589 1,257,633 42,025,818
20,608,489 (239,451) 129,581 473,116 20,971,735
69,695,243 2,466,306 742,977 1,896,283 74,800,809
d) Investment securities- measured at amortised costHeld-to-maturity securities)
Held-to-maturity securities as &8t DecembeP021 comprise as follows:
: Unamortized
Nominal Premium / Accrued Impairment Net Value
Value . interest
(Discount)
80,139,724 326,955 972,775 (652,533) 80,786,921
137,109,632 351,388 627,145 (922,917) 137,165,248
1,096,490 (4,975) 28,196 (671) 1,119,040
218,345,846 673,368 1,628,116  (1,57612]) 219071,209
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9. Investment securities (continued)

Held-to-maturity securities as at Tlecember 2P0 comprise as follows:

Nominal Unamortized Accrued
Type Premium / . Impairment Net Value
Value . interest
(Discount)
USDdenominated 50,083,494 (368,934) 463,601 (178,706) 49,999,455
EURdenominated 115,287,190 101,953 (436,043) (591,981) 114,361,119
165,370,684 (266,981) 27,558 (770,687) 164,360,574

10. Loans tobanks

During 2@1 the Bankhaspurchaseayndicated loansf some norresidentankswith ratingsas follows

31 December 221

Principal Interest Impairment Total
USDdenominated 46,064,28¢ 414,394 (410,683) 46,067,997
EURdenominated 92,767,80C 460,087 (1,049545 92,178342
138,832,08¢ 874,481 (1,460228 138246339

During 2@®0the Bankhas purchased syndicated loans of somerasitlentbankswith ratings as follows

31 December 200

Principal Interest Impairment Total
USDdenominated 60,750,00C 548,551 (268,799 61,029,752
EURdenominated 199,910,51¢ 849,127 (882,970 199,876,67¢

260,660,51¢ 1,397,678 (1,151,769 260,906,42

11. Loans tocustomers

Loans to customers consisted of the following:
31 December2021 31 December2020

Loans to customers, gross 1,376,515,25¢ 1,426,013,25:
Accruedinterest 6,792,467 8,695,38C
Less allowances for impairment on loans (67952698 (70,691,386
Less unamortized deferred fee income (4,756,688) (4,925,166)

1,310598335 1,359,092,07¢

Movements in the allowance for impairmentloans

31 December2021 31 December2020

At 1 January 70,691,38¢ 52,368,57<
Impairment charge for the year, net 4,020610 13,719,12¢
Provision reversal of written off loans (2,856,381) (507,540)
Translation difference (3,902917) 5,111,22€

At the end of the year 67952698 70,691,38¢
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11. Loans to customers (continued)
All the loans arelenominatedn Lek, EuroandUSD and bear interest at the following rates:

Loans in Lek 0.50% to 25.00%
Loans in Euro 050% to 2220%
Loans in USD 2.65% t013.34%

TheBankhas grantefew loans with interest rates at the minimum limit shown above, which are lower than
the rates that are generally offered byBla@k and are covered by cash collatealare granted to personnel
under special conditions

The classification obusines$oansby industryis as follows:

31 Decemberr021 31 December2020

usD % usD %

Wholesale and retail trade; repair of motor vehicle:
and motorcycles 213,097,13¢ 24% 254,179,101 26%
Construction 189,319,911 21% 204,335,08¢ 20%
Mining andQuarrying 86,472,78F 10% 87,123,192 9%
Electricity, gas, steam and air conditioning supply 82,414,44¢ 9% 78,342,065 9%
Manufacturing 66,115,107 8%  71,993,02¢ 8%
Financial and insurance activities 42.918,60C 5% 42,159,50¢ 5%
Accommodation and food service activities 41,016,52¢ 5%  30,757,86¢ 3%
Information and communication 39,235,59¢ 5% 38,804,757 4%
Agriculture, forestry and fishing 17,159,117 2% 16,427,39C 2%

Water supply; sewerage, waste management and
remediation activities 15,618,291 2% 17,028,74¢ 2%
Education 12,458,02¢ 1% 9,606,768 1%
Transportation and storage 11,977,30¢ 1% 13,085,811 1%
Human health and social work activities 10,784,52C 1% 8,692,429 1%
Administrative and support service sctivities 2,839,15¢ 1% 3,022,948 1%

Public administration and defence; compulsory sot
security 2,258,00C 1% 3,113,07€ 1%
Real estate activities 1,867,261 1% 979,059 1%
Professional, scientific artdchnical activities 430,974 1% 32,514,271 4%
Arts, entertainment and recreation 5,380 1% 43,841 1%
Other service activities 7,383,597 1% 7,885,648 1%
843,371,741 100% 920,094,59: 100%

The classification of retail loans by type is as follows:

31 December2021 31 December2020

usD % usD %

Home purchase 289,399,432 54% 273,035,60¢ 54%
Super Loan 121,638,30¢ 23% 112,957,17: 22%
Home improvement 21,217,424 4% 24,225,551 5%
Overdraft and credit cards 20,207,89¢ 4% 20,993,757 4%
Shop purchase 19,355,02¢ 4% 21,941,16¢ 4%
Home reconstruction 7,177,903 1% 7,664,55€ 2%
Car purchase 3,901,142 1% 4,164,507 1%
Technical equipment 1,757,05€ 1% 793,895 1%
Other types 48,489,32¢ 8% 40,142,444 7%
533,143,51: 100% 505,918,65¢ 100%
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12. Investment in associates

Investment in associates of USI33964 (31 December 220: USD 1,036,370 represents the equivalent

amount of an investment of EUR 1,199,600 into the sbapédal of SOEDQLD /HDVLQJ 6K D WKH
at a participation ratio of 29.99%ecreased to recognise tBankfV VKDUH RI WKH @BSEXPXODV
425,748 (31 December 220: USD 435,174. The Company was established in August 2, 2013 (inception

date) as a Joint Stock Company. The Company obtained the license fr@artkef Albania on April 21,

2014 and started its leasing activity in June 2014.

13.  Property and equipment
Property and equipment as31 Decembe2(021 and 31 December 20 are composed as follows:

Land, Computers
buildings and Vehicles and and
leasehold other electronic Office

improvements equipment  equipment equipment Total
Gross value
At 1 January 2020 48,364,156 7,590,991 26,051,660 2,682,285 84,689,092
Additions 684,517 444,608 5,245,041 158,568 6,532,734
Disposals / transfers - (84,989) (124,237) - (209,226)
Translation difference 4,065,649 621,408 1,876,087 218,015 6,781,159
At 31 December 2020 53,114,322 8,572,018 33,048,551 3,058,868 97,793,759
Additions 1,528,731 634,094 5,080,709 347,588 7,591,122
Disposals / transfers - (36,118) (1,568,725) (50,634) (1,655,477)
Translation difference (3,311,755) (511,017) (1,945,650) (179,443) (5,947,865)
At 31 December 2021 51,331,298 8,658,977 34,614,885 3,176,379 97,781,539

Accumulated depreciation

At 1 January 2020

(16,266,308)

(5,184,521) (18,390,856) (2,347,414)

(42,189,099)

Charge for the year (1,036,666) (788,850) (2,462,015) (134,117) (4,421,648)
Disposals / write offs - 84,988 124,237 - 209,225
Translation difference (1,384,097) (481,447) (1,669,892) (200,976) (3,736,412)

At 31 December 2020

(18,687,071)

(6,369,830) (22,398,526) (2,682,507)

(50,137,934)

Charge for the year (1,038,518) (879,735) (2,606,855) (192,864) (4,717,972)
Disposals / write offs - 36,118 654,162 50,634 740,914
Translation difference 1,107,649 403,273 1,398,571 163,355 3,072,848

At 31 December 2021

Net book value

(18,617,940)

(6,810,174) (22,952,648) (2,661,382)

(51,042,144)

At 1 January 2020 32,097,84¢ 2,406,47( 7,660,80¢ 334,871 42,499,99.
At 31 December 2020 34,427,25: 2,202,18¢ 10,650,02! 376,361 47,655,82!
At 31 December 2021 32,713,35¢ 1,848,80¢ 11,662,23 514,997 46,739,39!

As at31 DecembeR(021 the gross value of the assets which were fully deprecaatddstill in usevas USD
35,457,579(2020: USD 32,677,525
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14. Intangible assets

Intangible assetasat 31 Decembe2021 and 31 December 20 are composed as follows:

Software
Gross value
At 1 January 2020 15,334,30¢
Additions 1,273,45(
Translation difference 1,441,46:
At 31 December 2020 18,049222
Additions 2,316,89¢
Translation difference (965,652
At 31 December 221 19,400469
Accumulated depreciation
At 1 January 2020 (10,923,114
Charge for the year (1,915,586
Translation difference (1,051,071
At 31 December 2020 (13,889,771
Charge for the year (2,204,507
Translation difference 827,37¢
At 31 December 221 (15,266,900
Net bookvalue
At 1 January 2020 4,411,19¢
At 31 December 2020 4,159,45:
At 31 December2021 4,133,56¢

Software represents mainly the upgradgahkfV RSHUDWLQJ DQG DFFRXQWLQJ V\VW
software for providing internet and mobbankng services

15. Right of use asset & Lease Liability

TheBankhas applied IFRS 16 using the modified retrospective approach. At lease commencemtm date,
Bank recognises a rightf-use asset and a lease liability on the balance sheet. Theofrigée asset is
measured at cost, which is made up of the initial measurement of the lease liability, any initial direct costs
incurred by theBank an estimatef 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).

TheBankdepreciates the riglif-use assets on a straidime basis from thedase commencement date to the

earlier of the end of the useful life of the rigiftuse asset or the end of the lease term. At the commencement
date, theBank measures the lease liability at the present value of the lease payments unpaid at that date,
disoounted using the interest rate implicit in the lease if that rate is readily availableBantt®Y LQFUHPHQW
borrowing rateThe rate used for calculation of the RoU asset and Lease liability has taken into consideration
the term, FX denomination, risissociated with thBank, security, risk associated with the asset and economic
environment.

TheBankuses the EUR 10,000 as a threshold and simultaneously analyses the nature of the asset in order to
assess whether a leased asset qualifies for thediow asset exemption. The types of assets that qualify for

the lowvalue asset exemption might change over time if, due to market developments, the price of a particular
type of asset changeBhe Bank has elected to account for shtetm leases and leaseklow-value assets

using the practical expedients. Instead of recognising aofgite asset and lease liability, the payments in
relation to these are recognised as an expense in profit or loss on a-8traighsis over the lease term.
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15.
The recognised rightf-use assets relate to the following types of assets:
31 December 202

Right of use asset & Lease Liability (continued)

31 December 200

Buildings 17,683,050 17,335,099
IT Equipment - 297
Total 17,683,050 17,335,396

The depreciation expenses of rigiftuse assets are amountindJ&D 2,778,513for the financial year 22

(USD 2,275,787or the financial year 220).

The lease liabilities are secured by the related underlying assets. Future minimyrayesesss are presented

as follows:
Uptol 312 Over 5
31 December 202  month 1-3 months months 1-5 years years Total
Lease payments 244,107 487,802 2,153,088 8,503,747 9,191,645 20,580,389
Finance charges (35,020) (68,715) (287,312) (600,910) (1,863,558) (2,855,515)
Net present values 209,087 419,087 1,865,776 7,902,837 7,328,087 17,724,874
Upto1l 312 Over 5
31 December 200 month 1-3 months months 1-5 years years Total
Leasepayments 249,715 489,178 1,961,757 8,386,790 8,766,742 19,854,182
Finance charges (33,351) (65,340) (273,757) (791,042) (1,144,421) (2,307,911)
216,364 423,838 1,688,000 7,595,748 7,622,321 17,546,271

Net present values

16.
Other assets ad 31 DecembeR021 and 31 December 20 are as follows:

Other assets

31 December 202

- 31 December 2020

Assets acquired through legal process, net 33,959,28¢ 32,185,694
Payments in transit 12,413,891 10,070,101
Prepaid expenses 3,585,334 3,928,971
Administration costs receivable from borrowers 1,835,20¢ 2,235,68¢€
Inventory 601,731 786,806
Advances to suppliers 2,989 254,672
Foreign exchange contracts revaluation gain - 1,644,674
Other debtors, net 7,083908 240,373

59482349 51,346,977

Assets acquired through legal process represent the repossessed collaterals of some unrecoverable loans, the
ownership of which was taken on behalf of B&nk Repossessed collateral represents real estate assets
acquired by theBank in settlement of ovelue loans. Thdank expects to dispose of the assets in the
foreseeable future. THgankhas established an Asset Sale Committee, responsible for the disposal of these
assets
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16.  Other assets (continued)

The assets do not meet the definition of4arrent assets held for sale, and are classified as inventories in
7KH DVVHWYV ZFsd LQLWL

DFFRUGDQFH ZLWK ,$6

s QYHQWRULHV’

assets are measured at the lower of their carrying amount and fair value tetss sl TheBank has
estimatedan impairecamountof USD 13,510,5490 the totalgrossamount of USD47,469,837

A number oftheseproperties are leased to third parti®absequent renewals are negotiated with the lessee

on an annual basis. Rental income fritresepropertes of USD 72,157 (31 DecembeR020: USD 78,006

is recognised in other income.

3D\PHQWV LQ WUDQVLW UHSUHVHQW BanksWar &élid th§ pBobesB bi@siny G U D

collected.
Other debtors, net are composed as follows:

Other debtors
Provision for other debtors

31 December2021

31 December 200

Other debtors, net

8,779795 2,761,823
(1,695887) (2,521,450)
7083908 240,373

Provision for other debtormcludesthe 100% specific provisionallocatedfor the debt under collection

amounting to TRL 9,840,829 (equivalent of U$[318,42].

The debt under collection represents the uncollected amount of cheques fissunedonresident

counterparties

The movement in provision for other debtors is detailed as below:

Balance at 1 January
Provision reversaltharge)
Impairment charge diG&LC
Translation difference

31 December2021

31 December 200

Balance at the end of the year

(2,521,450) (2,589,534)
- 25,000

225,106 (271,427)
600,457 314,511
(1,6%,887) (2,521,450)

17.  Customer deposits

Customer deposits as31 DecembeR021 and31 December 2P0 are composed as follows:

Current accounts:
Individuals

Private enterprises
State owned entities

31 December2021

881,406,452
574,137,576

64,205,043

31 December 220

780,488,165
516,401,248

47,012,555

Deposits:
Individuals

1,519,749,071

2,386,244,403

1,343,901,968

2,370,384,621

Private enterprises 155,033,183 121,332,810
State owned entities 46,522,517 66,403,546
2,587,800,103 2,558,120,977

Other customer accounts:
Individuals 28,954,807 41,031,086
Privateenterprises 45,412,332 39,072,499
State owned entities 259,810 349,867
74,626,949 80,453,452

4,182,176,123

3,982,476,397
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17.

Current accounts and deposits can be further analbysedginal maturityand currencys follows:

Customer deposits (continued)

31 December 202

31 December 200

Local Foreign Total Local Foreign Total
currency currency currency currency

Current accounts 599,471,325 920,277,74€ 1,519,749,071 551,677,44C 792,224,52¢ 1,343,901,96¢
Deposits

On demand 123,619,46¢ 338,101,155 461,720,61¢ 113,637,811 292,243,86¢/ 405881675
Up to 39 days 34,044,755  42,236,23€ 76,280,991 28,736,62C 36,041,802 64,778,422
40-99 days 27,516,051 64,817,685 92,333,73€  32,991,34¢ 60,759,48¢ 93,750,834
100-189 days 54,603,18¢ 78,728,345 133,331,53% 64,114,032 95,001,572 159,115,60F
190 370 days 437,203,792 582,257,737 1,019,461,52¢ 485,758,775 665,778,43¢ 1,151,537,21°
371 days and over  302,708,99¢ 493,958,785 796,667,781 289,209,574/ 385,929,53¢ 675,139,10¢
Accrued interest on

deposits 3,871,529 4,132,389 8,003,918 3,706,292 4,211,828 7,918,120

Total deposits 083,567,7751,604,232,32¢ 2,587,800,10: 1,018,154,45:1,539,966,52¢ 2,558,120,97

Other customer

accounts 36,688,937 37,938,012 74,626,94¢ 45,031,741 35,421,711 80,453,452

Total customer

deposits 1,619,728,032,562,448,08¢ 4,182,176,12: 1,614,863,6342,367,612,76: 3,982,476,39"

Other customer accounts are composed as follows:

31 December 200
Local Foreign

31 December2021
Local Foreign

Total Total

currency  currency currency currency
Guarantees for letters of credit - 47 47 - 6,949 6,949
Escrow accounts 23,354,027 27,306,737 50,660,764 23,691,205 20,607,85€ 44,299,061
Payment orders to be executed 1,016,401 705,338 1,721,739 1,031,965 814,710 1,846,675
Other 12,318,50¢ 9,925,890 22,244,39¢ 20,308,571 13,992,19€ 34,300,767
36,688,937 37,938,012 74,626,94¢ 4,031,741 35421,71180,453,45Z

Deposit guarantee for letters of credit represent the cash collateral heldBanthegainst similar collateral
provided by theBankto corresponderianksfor letters of credit opened on behalf of its customers.

Escrow accounts balance represents sums blocked until the completion of an operation or the extinction of a
risk. Amounts registered in these accounts mostly relate to cash coverage receivedtoomrsudue to the
issuance of bid and performance bonds byBhek or due to treasury bill transactions wilank of Albania
intermediated by thBank Other represents deposits that are pending to be allocated into the relevant deposit
category.
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18. Due tobanks and financial institutions

Due tobanksasat31 DecembeR021 and31 December 2P0 consisted as follows:

31 December2021 31 December 200

Treasury bills sold under Repo agreements with Central 245,730,78: 200,567,011
Bank
Securities sold under Repo agreement 28,147,02¢ 43,443,234
Deposits from banks 82,154,337 48,894,257
Current accounts of neresident banks 1,680,887 458,097
Current accounts of resident banks 102,866 111,228
Borrowing from financial institutions 15,129,361 22,383,70C
372,945,25¢ 315,857,527

Treasury billsand Albanian Government Bondsd Securitieswith a total value ofJSD 320,678,29531
December 2P0: USD 279,810,58were used to secure Repo agreemantsborrowings fronbanks

Deposits fronbanksas at31 Decembe2021 represenshort-termborrowings obtainedrom residentandnon
residentoanks

Borrowing from financial institutions represents borrowings of EWUEB33333 outstanding as at 31

December 2P1 (31 December 220: EUR 18,227,778 which aredisbursed froneFSE(European Fund for

Southeast Europgnd GGF (Green for Growth Fund Southeptt BKT Kosovo, bearing an interest rate
between 2.25% 2.35%.

19.  Due to third parties

The Bankacts as an agent for the tax authorities, either in the collection of taxes or in performing advance
payments for the budget. In return, B@&nkcharges a commission to the taxpayers for the service rendered.
The credit balance ast Decembe?(021 of USD 1,943,48631 Decembe?020: USD 2,007,320 represents

the net outstanding amount of payments and collections made Bgirtho and from third parties, on behalf

of tax authorities
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20. Deferred tax assetsl{abilities)
Deferred income taxes are calculated using a tax rdte%for Albania and 10% for Kosov@he movement
on the deferred income tax account is as follows:

31 December2021 31 December 200

Asset (liability) at 1 January 2,369,463 2,081,927
Income for the period 108,133 117,601
Exchange differences (129,844) 169,935

2,347,752 2,369,463

Asset at the end of the year

Deferred income taassets (liabilities) are attributable to the following items:

31 December2021

31 December 200

Deferred income on fees on loans 632,467 662,634
Decelerated depreciation 1,265,128 1,210,996
Provision of other debtors 545,026 575,834
Allowance for loan impairment 319,119 385,040
Fair value reserve for AFS securities (438459 (463,243)
Interest expenses on deposits 16,807 18,193
Net effect of IFRS 16 7,664 (19,991)

2,347,752 2,369,463

21. Accruals and other liabilities

31 Decemberr021

31 December 200

Dividend payable 45,000,000 40,000,000
Payments in transit 10,557,456 9,145,601
Foreign exchange contracts revaluation loss 7,071,798 -
Bonuspayable 2,708,561 2,668,347
Creditors 2,156,652 1,847,096
Due to tax authorities 2,600,966 2,679,284
Accrued expenses 1,558,618 1,447,433
Liability for retiring employees (note 3(s).ii.) 893,015 913,553
Payables t@onstructors for home loans 441,875 556,052
Social insurance 302,877 262,461
Cash guarantees from suppliers 75,129 139,622
73,366,947 59,659,449

Dividend payable representhet dividend payment suspended based on the respective decisions of the
Supervisory Council oBank of Albania until 2020 enénd 2021 endpaid in January 202and February
2022 respectivelyipllowing Bankof Albania decisioa(Seenote 1.

Creditorsrepresenbalanceghatrelateto old transaction®f the Albanian Governmeuind argpendingonthe
future determination of the rightful owner of these amounts.

Bonus payableepresents the accrued yearly performance bonus f@athlefV VWDII DQG PDQDJHPH
is expected to be paid within the first quarter ;220

Liability for retiring employees represents a specific fund created in 2002 Battiewhich will be paidto
staff on their retirement. The investment in this fund has been stopped Bartken 30 September 2010
(Seenote 3(s).ii).
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22. Subordinated debt

Subordinated debdf USD 28,405,688(31 December2020: USD 30,741,975represents thequivalent
amount of aenyearfacility of EUR 25 million, bearing an interest rate 8f15% and payable cits maturity

datewith bullet payment. Subordinated delrsobtained fronthe Green for GrowthrundSoutheast Europe
under theSubordinated Ternhoan Facility Agreement signed on22 Decenber 205 with the purpose of
granting loanselatedto Energy Efficiency and Renewable Eneigyestments

Pursuant to the approsajranted byBank of Albania the subordinated dehwas classified asecondtier
capitaland included in the regulatory capital of tBank

23. 6 K D U H K ReQuisythtifréserves
Share Capital

At 31 Decembe?(021 the authorised share capital compri2dd291,498rdinary shares3{l Decembe020:
24,291,498 The sharebave a par value &fSD 12.35All issued shares are fully paitihe holder of ordinary

sharess entitled to receive dividendd declaredAll shares rank equally with regard to tBankfV UHV LG XD (
assets.

Reserves
Translation reserve

Thetranslation reserveomprises all foreign exchange differences arising from the translation of the financial
statements of foreign operatioas wdl as from the translation of consolidatédancial statements from
functional currency to presentation currency.

Fair value reserve and impairment of FVOCI
a) Fair value reserve

The fair value reserve includes the cumulative net change in the fair value of aviaiteddée investments
(investmensecurities measured at FVOC#kcluding impairment losses, until the investment is derecognised
or impaired

b) Impairment of FVOCI

JROORZLQJ WKH UHT XL URRIBEINANIAR InstkuikhentyY WIPQ@OGDRDUBHQW RI )92&, Ut
the impairment prdagion for debt securities measured at FVOCI recognised in other comprehensive income.

The impairment of FVOCI da#SD 5,822,888 (31 December 2020SD 6,170,410¥or the financial year 22
is composed of availabfer-sale securities impairment provisiatlJSD5,756552(31 December 202QSD
5,916,152)and treasury billavailablefor-saleimpairment provision atySD 66,336(31 December 2020:
USD 254,258)

Retained earnings

Retained earnings asait DecembeR021, includes the cumulative non distributed earnings. As described in
Note 1,the Bank created legal reserves of Lek058,369thousand (equivalent of USD9,982,22) and
decided to distribute Le%,635,450housand (equivalent of US#5,000,000) as dividersd usingpart ofthe
statutory net profit for the year ended December 31, 2020 and part of the net profit of the yedh2019
remaining part of statutory profit for the year2P0wvas kept as retained earnind®etained earnings are
distributable
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24. Interest income
Interest income is composed as follows:
Year ended Year ended
31 December 201 31 December 200
Placements with banks and balances with Central Bar 8,281,058 8,112,358
Investmensecurities 82,122,971 74,283,141
Loans to customers 78,423,42¢ 72,217,14¢
168,827,45: 154,612,64¢
Interest incomdérom investment securitiean be furthedetailedas follows:
Year ended Year ended
31 December 201 31 December 200
Treasury bills 3,056,303 3,313,63E
Trading and availabléor-sale financial assets 71,816,55¢ 64,207,01<
Held-to-maturity investments 7,250,113 6,762,492
82,122,971 74,283,141

25. Interest expense

Interest expense raised from finandiabilities measured at amortized cost is composed as follows:

Due to banks and financial institutions
Customer deposits
Lease liability

26. Fees and commissions, net

Fee and commission revenue and expense are comprised of the following items:

Fee and commission income

Electronic banking transactions

Payment services to clients

&EXVWRPHU DFFRXQWVY PDLQW
Inter-bank transactions

Lending activity

Cashtransactions with clients

Other fees and commissions

Fee and commission expense

Inter-bank transactions

Payment services to clients

&EXVWRPHU DFFRXQWVY PDLQW
Transactions with clients

Other fees and commissions

Fees and commissions, net

31 December 201

Year ended Year ended

31 December 221 31 December 200
3,880,438 4,872,855
17,674,455 15,768,294
432,368 310,497
21,987,25¢ 20,951,64¢

Year ended Year ended

31 December 200

8,871,235 5,697,793
7,920,981 6,499,054
5,133,14¢ 4,150,875
2,557,91¢€ 2,704,723
1,630,032 1,182,75¢
985,017 835,878
444,434 380,597
27,542,76€ 21,451,67¢
(497,409) (350,962)
(140,892) (153,788)
(80,619) (59,398)
(2,912) (1,593)
(1,626) (1,576)
(723,458) (567,317

26,819,30¢ 20,884,362
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27.  Foreign exchange revaluation gaif(loss) net

Foreign exchange revaluation gdloss) represents the net revaluation of Bank{ V
monetary assets and liabilities. In addition, as described in Note 3(b) it also includes the revaluation of the

BankfV VKDUH FDSLWDIGssonkhd sbiareYcBpaX iewMlaRi@ the yearended31l December
2021 is USD16,52,143(yearended31 DecembeR020 gairnt USD 21,572,78b

28.  Other (expense) income, net
Other income and expensa® composed as follows:

Other income

Year ended
31 December 201

Year ended
31 December 200

Gain on recovery of written ofdans to customers 4,464,043 1,307,987
Dividend income from equity investments 3,685,663 346,381
Reversal of provisions on assets acquired through leg
process 814,670 359,938
Gain on sale of assets acquired through legal process 489,057 284,543
Reversal of other debtors 210,517 -
Gain on sale of property amdjuipment 112,006 38,765
Income from operating lease 72,157 78,006
Reversal of staff pension fund 5,451 7,522
Income from market value of hefdr-trading securities - 6,889,290
Sundry 190,619 481,152
10,044,183 9,793,584
Other expense
Expense from market value of HFT (2,061,195) -
Write off of loans tacustomers, net (1,567,197) (389,523)
Provisions on assets acquired through legal process (844,489) (97,271)
Loss on sale or write off of fixed assets and reposses:
assets (127422) (8,295)
Loss from other debtors - (249,087)
Sundry (311,781 (95,272)
(4,912084) (839,448
Other (expense) / income, net 5,132099 8,954,136
A reconciliation of expenses related to write off of loans to customers is as follows
Year ended Year ended
31 December 201 31 December 200
Write off of loans to customers, gross (4,423,578) (897,063)
Provision reversal of written off loans 2,856,381 507,540
Write off of loans to customers, net (1,567,197) (389,523)
29. Personnel expenses
Personnel expenses are composed as follows:
Year ended Year ended
31 December 201 31 December 20
Salaries 17,405,392 15,855,136
Performance bonus 3,306,747 2,490,891
Social insurance 1,832,562 1,632,486
Training 189,902 176,602
Life insurance 141,699 142,051
Other 2,540,633 2,049,924
25,416,935 22,347,090
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30. Administrative expenses

Administrative expenses are composed as follows:

Deposit insurance expense

Credit/debit cards expenses

Repairs and maintenance

Telephone, electricity and IT expenses
Other external services (including external audit fees
Extraordinary fund expenses

Security and insurance expenses
Marketing expenses

Transportation and business related travel
Office stationery and supplies

Taxes other than tax on profits
Representation expenses

Lease payments

Sundry

Year ended Year ended

31 December 201 31 December 200
10,961,000 9,935,065
10,884,160 7,622,290
3,168,802 2,940,183
3,842,384 2,874,582
3,059,406 2,647,344
1,722,767 1,778,158
1,728,314 1,510,089
1,342,222 1,129,672
565,517 425,295
298,784 285,629
244,193 203,913
198,075 181,936
140,376 175,693
1,782,158 1,452,427
39,938,158 33,162,276

The law No. 25/2018 On Accounting and Financial Reporting requires the disclosure of the Audit fee related
to the Statutory Audit. The expense for statutory audit included in the Other external services (including

external audit fees) amounts to USB681L

31. Impairment of financial assets, other than loans to customers

Movements in the allowance for impairment financial assets other than loan:

At 1 January

Impairment charge/(reversal) for the period
- on investment securities

- on placements

- on loans to banks

- on other assets

Translation difference

At the end of the period

32. Income tax

Income tax is comprised of:

Current income tax
Deferred ta income)/expense (note 20)

31 December 202

31 December 200

9,081,196 3,218,847
1,017,690 5,218,515
853,544 4,139,602
(36,120) 38,817
380,912 834,905
(180,646) 205,191
(514,796) 643,834
9,584,090 9,081,196
Year ended Year ended
31 December 201 31 December 200
14,855,204 13,284,844
(108132 (117,601)
14,747,072 13,167,243
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32. Income tax (continued)

The tax on profit before tax differs from the theoretical amount that would arise using the basic tax rate as

follows:

31 December 201 31 December 2Q@0
Profit before taxes 107,839,968 88,474,283
Computed tax using statutory tax rate of 15 % 13,078310 11,211,899
Effect of tax rates in foreign jurisdictions at 10% 1,830,315 1,368,900
Non tax deductible expenses (177,527) 171,535
Foreign exchange difference 15974 414,909
Income tax 14,747,072 13,167,243
Effective tax rate 13.67% 14.88%

33. Related party transactions
,Q DFFRUGDQFH ZLWK ,%$6

S5HODWHG 3DUW\ 'LVFOR&ablititda™ D UF

control the other party or exercise significant influence over the other party in making financial and operating

decisions.
Identity of related parties

TheBankhas related party relationships with its shareholders and affiliates, directors and executive officers.
TheBankfV VROH VKDUHKROGHU LV DeermbeRDThe @tilnddeontrolling WarbyW

is Mr. Ahmet Calik.

ALBtelecom Sh.a., Aktifvatirim GroupDVL $ 6 GPGRNWLIRVRYR (OHFWULFLW\ 'LVWULLI
Company J.S.C (KEDS) and Kosovo Electricity Supply Company J.S.C (KESCO) are controlled by Calik

Holding. Albania Leasing sh.a represent an affiliate of the Group
Balances and transactions wittelated partes
31 December2021

31 December 200

Assets

Placement and balances withanks

Current accounts with Aktifank 91,592 90,492
Loans to customers:

Albtelecom 38,148,737 40,557,456
Albania Leasing 3,212 23,720
Other assets:

Receivables from Albtelecom Sh.a 10,311 5,716
Total assets 38,253,852 40,677,384
Liabilities

Due tobanksand financial

institutions:

Borrowings from Aktibank 18,005,053 10,426,923
Customer deposits:

Albtelecom Sh.a. 469,039 379,803
Albania Leasing 112,499 203,579
KEDS / KESCO 22,876,105 19,907,278
Other Liabilities:

Dividend Payable to Calikolding 45,000,000 40,000,000
Total liabilities 86,462,696 70,917,583
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33. Related party transactions (continued
Balances and transactions witrelated partieqcontinued)

2021 2020
Statement of comprehensive income
Interest income from:
Albtelecom Sh.a. 1,672,56( 1,913,32¢
Albania Leasing 612 3,017
Aktifbank - 3,401
Interest expenses for:
Aktifbank (103,533) (340,151)
Fees andcommissions:
Letters of guarantee:
AlbtelecomSh.a. - 1,285
Account maintenance and lending fees from Albtelec 74,172 100,242
Sh.a.
Account maintenance and lending fees from Albania 3,936
Leasing 5,017
Account maintenance amehding fees from KEDS /
KESCO 79,582 54,557
Other income:
Operating lease income from Albtelecom Sh.a. 66,216 65,140
Operating expenses:
Albtelecom Sh.a. and Calik Holding (2,326,201 (1,707,306
Net (531,575) 97,447

Balances andransactions with directors and executive officers

The remuneration of directors and executive officers is included in personnel expenses. It can be detailed as
follows:

Year ended Year ended

31 December 201 31 December 200

Directors 2,217,112 1,387,707
Executive officers 3,596,882 3,015,462
5,813,994 4,403,169

As at31 Decembe2021, the total deposits of directors held with Benkwere USD4,374,86131 December
2020: USD 3,112,46)) while the outstanding loans granted to directors W8 350,132(31 December
2020: USD 412,763
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34. Contingencies and commitments

Guaranteesand letters of credit
31 December2021 31 December 200

Guarantees in favour of customers 58,334,441 68,444,632
Guarantees received from credit institutions 9,507,118 6,486,20¢
Letters of credit issued to customers 6,908,42& 250,434

Guarantees and letters of credit issued in favour of customers mostly are counter guaranteetirianotaker
institutions or fully cash collateralised.

At present thdankis operating as an agent of the Government in the administration and implementation of
certain loans to state owned entities utilising credit lines received from international didress.donors

have received individual guarantees from the Government of Albania to cover the reimbursement of their
lines of credit.

Other
31 December2021 31 December 220
Undrawn credit commitments 150,795,791 135,729,61¢
Outstandingheques of nenesident banks 335,009 360,314
Spot foreign currency contract 148,265,797 130,262,997
Collaterals for loan portfolio 2,419,027,67¢ 3,604,049,49!
Securities pledged as collateral (note 18) 320,678,29¢ 279,810,581
Legal

In the normal course dbusinessthe Bank is presented with legal claims and litigation; tBank{ V
management is of the opinion that no material losses will be incurred in relation to legal claims outstanding
as at31 Decembe(21.

35.  Subsequentevents

After the reporting date, a major military conflict between Russia and Ukraine has been developing. On 24
February 2022, Russia announced a military intervention towards Ukraine, hence commencing a military
conflict between the twoountries. The invasion of Ukraine was a specific, defined event and the international
community imposed significant sanctions to Russia, as a direct response to that invasion. The conflict between
the two countries continues to evolve as military actipitgceeds and ongoing sanctions continue to be
imposed. The conflict is increasingly affecting economic and global financial markets and exacerbating
ongoing economic challenges, including inflation and global supply chain disruption

The Group has direct exposure to the countries in conflict, ¢mggisf sovereign, banks and corporate
Eurobond investments in Russia and Ukraine

7KH *URXS(V IFeXddduie (@ tedl Bowhities amounts to USD 53.2 million, consisting of USD 50.4
million in Russia and USD 2.8 million in Ukraine, measured at FVOCI (31 December 2021: USD 49.6 million)
and USD 8.2 million in Ukraine measured at amortized cost. The ityatdiihese investments varies from
July 2022 to January 2030

7KH IDLU YDOXH ORVV RI WKH *U RXr8iflevméaurdd st\W\RDC Qéichied QSB 36V2V LD
million as at 31 March 2022 (31 December 2021: USD 0.5 million)
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35. Subsequent events (continued)

Adopting a prudential appagh in the respective estimation and calculation, the Management expects to incur
credit losses on Russia and Ukraine exposures due to the ongoing military conflict and will recognize such
losses during 2022. The Group has also taken measures to closdlyritie situation, measure any further
impact from the devaluation of investments or potential deterioration of loan portfolio. The estimations of the
possible effects have been considered by the Bank Management and there is no expectation of hheaches in
regulatory limits, including the liquidity or capital adequacy ratios

Given that the currdrconflict started on 24 February 2022, Management is of the opinion that no further
adjustments to 31 December 2021 financial statements need to be taken into consideration and the conflict
should be considered as a material-adjusting event.

There ae no other events after the reporting date that would require either adjustments or additional
disclosures in the financial statements
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