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Report of the Chairman of the Board of Directors

D

ear clients, partners and shareholders,
On behalf of the Board of Directors, I have the honour to present the Annual
Report of Hipotekarna banka for the year 2013.

In the year behind us, global economy continued to recover at a different pace, with
slow growth throughout Europe. Interest rates remained at historically low levels
because many governments and central banks around the world have continued
the trend of injecting liquidity in order to stimulate the growth of their economies.
In Montenegro, there was an increase in deposits and liquid assets, which led to
WKHJURZWKRIWRWDODVVHWVLQWKHGRPHVWLFEDQNLQJVHFWRUZLWKLQÁDWLRQKHOGDW
a low level. The Bank made the most out of the circumstances that have marked
the past year thanks to the strategic guidelines founded on the long-term values
that we cherish in our organization. The efforts we have put in previous years to
VWUHQJWKHQWKHFDSLWDOSRVLWLRQULVNPDQDJHPHQWDQGOLTXLGLW\LQFUHDVHHIÀFLHQF\
and reduce costs, have created such a favourable ambient that in year 2013 we
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FRXOGIRFXVSULPDULO\RQLQFUHDVLQJSURÀWDELOLW\
Even in the previous year the Bank continued to grow much faster than the
Montenegrin banking market. We managed to increase our market share up to
 %\ DFKLHYLQJ VWURQJ ÀQDQFLDO UHVXOWV LQ WKH SUHYLRXV \HDU WKH %DQN KDV
demonstrated its ability that even in a challenging business environment it
continued with the improvement of the main indicators of business performance.
1HWSURÀWDPRXQWHGWR½PLOOLRQZKLFKUHSUHVHQWVDQLPSUHVVLYHJURZWKRI
FRPSDUHGWRWKHSUHYLRXV\HDUZKLFKZDVDOVRVXFFHVVIXO7KHUHDOL]HGUDWH
of return on equity of 8,20% increased remarkably by over 25% during the year. The
capital adequacy ratio was maintained at a safe level of 13,12%.
From a strategic point of view, the Board of Directors of Hipotekarna banka strive
to maintain an adequate perception of the wider context in which the Bank
operates. We make sure that all the Bank’s activities are based on high-quality
mix of good growth opportunities, stable revenue sources, solid relationships with
our customers and prudent approach to risk management that underpins all of
RXUDFWLYLWLHV:LWKWKHVHHOHPHQWVLQSODFHZHFDQEHFRQÀGHQWWKDWZHKDYHD
business model that has the power to provide consistent and predictable results
in the future.

We will continue to implement the same strategy that has served us so well in
the past eight years; a strategy that is characterized by constant work to improve
WKH OHYHO DQG WKH RSHUDWLRQDO VLPSOLFLW\ RI PHHWLQJ WKH ÀQDQFLDO QHHGV RI RXU
customers, risk management, maintaining levels of capital and liquidity at a high
OHYHODQGLQFUHDVLQJHIÀFLHQF\ZKLOHUHGXFLQJFRVWVDWWKHVDPHWLPH
The investments in technology, continuing education and training of employees are
the basic factors behind the results achieved by Hipotekarna banka and the image
by which we have become known in the market. Our employees, of whom we are
proud of, are motivated to improve their professional skills in order to provide our
customers with the best service. According to our positive experience, the Bank’s
investment in people and technology will continue to grow in the future.
I thank our customers, our partners, my colleagues from the Board of Directors,
the management and all our employees in Hipotekarna banka for their dedicated
and successful work in the year 2013.
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Sigilfredo Montinari
Chairman of the Board of Directors
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D

ear clients, partners, shareholders,
It is my honour to present you the Annual Report on operations of Hipotekarna
banka for the year 2013.

The macroeconomic environment in which the Bank has operated in the previous
year has been characterized by low rates of economic growth, reduced demand
for loans, and downward pressure on interest rates. New regulatory standards
which began to be implemented in the beginning of 2013, have increased the
requirements of the Montenegrin banking sector. However, the challenges faced
by the banking sector in the previous year did not have a negative impact on
operations of Hipotekarna banka.
6LQFH  ZKHQ WKH RZQHUVKLS DQG PDQDJHPHQW VWUXFWXUH ZDV FKDQJHG ZH
have not reduced the pace of work on the consistent implementation of the
development vision into a unique business model that will meet the challenges
4

RIDVSHFLÀFHQYLURQPHQWVXFKDVWKH0RQWHQHJULQEDQNLQJPDUNHW:HDFKLHYHG
LPSUHVVLYH DQG FRQVLVWHQW UHVXOWV LQ WKH SUHYLRXV SHULRG GHVSLWH WKH ÀQDQFLDO
crisis, recession and a prolonged period of slow economic growth. We have put a
strong focus on risk management and established deeply embedded organizational
culture that emphasizes accountability in risk management at all levels of our
organization. Our goal is to remain a safe institution where the deposits of our
FOLHQWVDUHSURWHFWHGDQGRXUVHUYLFHVDUHH[HFXWHGZLWKDEVROXWHFRQÀGHQFH%\
investing in sophisticated banking technologies, segmented and modern marketing
and in the same time extending our branch network, we have achieved recognition
and notable presence on the Montenegrin market.
All our longstanding work led to the fact that in year 2013 our strengths became
clearly visible.
During the last eight years, capital and income of Hipotekarna banka quadrupled
and our deposits as well as the overall size of the Bank almost quintupled. In
relation to the year 2012, which was very successful for us as well, we achieved
JURZWKLQDVVHWVRILQFUHDVHLQGHSRVLWVRIDQGWKHORDQSRUWIROLR
URVHE\1HZSURGXFWVZKLFKUDSLGO\JDLQHGPDUNHWVKDUHFRQWLQXHGWREH
introduced successfully in the previous year, while our presence on the capital
PDUNHWUHPDLQHGDWWKHKLJKHVWOHYHOV%\LQYHVWLQJWKHIXQGVLQÀQDQFLDOLQVWUXPHQWV
in the country and abroad, we have created a portfolio of securities with the role
RIDVHFRQGDU\VRXUFHRIOLTXLGLW\DQGDGGLWLRQDOVRXUFHRISURÀWDELOLW\

In the future, we will continue to focus relentlessly on meeting customer needs,
VLPSOLI\LQJ RSHUDWLRQV DQG EHFRPLQJ PRUH HIÀFLHQW :H WRRN VWHSV WR UHOLHYH
customer-facing employees of administrative tasks and empower them to make
decisions on the basis of their competencies and their day-to-day interaction with
customers. The requirements of our customers are becoming increasingly complex,
VRLQYHVWPHQWVLQHPSOR\HHVDQGWHFKQRORJ\ZLOOEHIXUWKHUPDJQLÀHG
Finally, on the behalf of management of Hipotekarna banka, and on my own behalf
I wish to express gratitude to our customers, shareholders, partners and employees
for their support, loyalty and perseverance in an exceptionally successful year.

(VDG=DLPRYLĄ
&KLHI([HFXWLYH2IÀFHU
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Montenegro
Economy Survey

Macroeconomy

L

ast year was characterized by the path out of recession and the trend reversal
RIHFRQRPLFJURZWK$IWHUD*'3GHFOLQHRILQIRUWKOHÀUVWQLQH
months of 2013 the realized growth rate was 3,1%, with the projection of

DQRYHUDOODQQXDOJURZWKRI,QÁDWLRQUHPDLQVDWORZOHYHOV7KHYROXPHRI
activities in industrial, transportation and tourism increased. FDI are high, but
lower in relation to the previous year.

Gross domestic
product (GDP)

,Q WKH ÀUVW TXDUWHU RI  UHDO *'3 JURZWK DPRXQWHG WR   LQ WKH VHFRQG
quarter growth was 3,4%, while in the third quarter it amounted to 4%, so the
JURZWKLQWKHÀUVWQLQHPRQWKVRIDPRXQWHGWR0RGHUDWHJURZWKZDV
recorded in all sectors except manufacturing sector and in the real estate sector.

Based on the available indicators, it is estimated that the Montenegrin economy
ZLOODFKLHYHUHDOJURZWKRIIRUWKH\HDUZKLFKLVDWWKHVDPHOHYHORI
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projection as for the previous period (2,5%).
Montenegro’s GDP

*Source:

(EUR million)

Year

GDP*

2000



2001

1.295,10

1,10%

2002



1,90%

2003

1.510,10

2,50%

2004



4,40%

2005

1.815,00

4,20%



2.149,00



2007



10,70%

2008





2009

2.981,00

-5,70%

2010

3.104,00

2,50%

2011

3.234,00

3,20%

2012

3.324,00

0,50%

2013

3.410,00



MONSTAT

6RXUFH(VWLPDWHV0LQLVWU\RIÀQDQFH

[ Macroeconomy ]

Real growth rate

,QÁDWLRQ

$IWHU WKH LQFUHDVH RI SULFHV GXULQJ  DQQXDO UDWH RI LQÁDWLRQ LQ  KDG D
GRZQZDUG WUHQG DQG ZDV VLJQLÀFDQWO\ ORZHU FRPSDUHG WR WKH SUHYLRXV \HDU ,Q
December 2013, consumer prices remained unchanged in relation to the previous
month.

Prices remained the same in the following categories: food and non-alcoholic
beverages, alcoholic beverages and tobacco, routine household maintenance,
health care, transport, communications and education.

Prices decline was recorded in the clothes and footwear, culture and entertainment,
hotels and restaurants categories, whereas growth was recorded in housing, water,
electricity, gas and other fuels categories.

0HDVXUHGE\FRQVXPHUSULFHVLQGH[DQQXDOLQÁDWLRQDPRXQWHGWRLQ'HFHPEHU
ZKLOHLQÁDWLRQPHDVXUHGE\+,&3DPRXQWHGWR

Industrial
output

Industrial output registered a monthly increase of 8,7% in December 2013 in
relation to the previous month.

,QWRWDOLQGXVWULDORXWSXWLQFUHDVHGE\LQUHODWLRQWR3URGXFWLRQ
growth was recorded in electricity, gas and steam supply, while decline was
recorded in mining and quarrying as well as in manufacturing production.

In 2013, the following nine categories in the manufacturing industry recorded
output growth: production of food products (10%), tobacco (121,7%), paper and
SDSHUSURGXFWV  FKHPLFDOVDQGFKHPLFDOSURGXFWV  PHGLFDOSURGXFWV
(9,7%), rubber and plastic products (13,3%), production of other non-metal mineral
products (41,1%), production of furniture (588,1%) and repair and installation of
machinery and equipment (39,3%). The highest decline was recorded in production
of primary metals (-37,3%), while the faintest decline was in production of
beverages (-2,5%).

[ Macroeconomy ]
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Tourism

According to Monstat records, around 1.474.000 tourists visited Montenegro in
2013, which
represents an increase of 3,5% compared to the same period for the previous
year. Overnights stays amounted to 9.353 thousand, which is equal to a year on
year increase of 2,7%. Foreign tourists stays accounted for 89,4% of total tourist
RYHUQLJKWVWD\V,QFRPHIURPWUDYHODQGWRXULVPDPRXQWHGWRPLOOLRQ(XURV
DQGUHFRUGHGDQLQFUHDVHRIZKLFKZDVLQÁXHQFHGE\UHODWLYHO\JRRGSK\VLFDO
indicators, and growth in foreign tourist arrivals by 4,1%.

Foreign
Trade

7KH FXUUHQW DFFRXQW GHÀFLW IRU WKH ÀUVW QLQH PRQWKV RI  ZDV UHGXFHG E\
29,1% compared with the same period last year, primarily due to the reduction
RIWKHIRUHLJQWUDGHGHÀFLWDQGSRVLWLYHEDODQFHVLQRWKHUDFFRXQWV)RUHLJQWUDGH
H[FKDQJHIRUQLQHPRQWKVRIDPRXQWHGRYHU(85ELOOLRQZKLFKLV
less than in the same period of 2012. The increase in exports of goods by 3,8%, and
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LPSRUWVGHFUHDVHE\UHVXOWHGLQDUHGXFWLRQRIWUDGHGHÀFLWRQDQQXDOEDVLV
The growth in exports was achieved mainly due the export of electricity, 197%
PRUHWKDQWKHVDPHSHULRGODVW\HDU7KHGHFOLQHLQLPSRUWVZDVPDLQO\LQÁXHQFHG
E\WKHUHGXFWLRQRIHOHFWULFLW\LPSRUWVE\FRPSDUHGWRWKHVDPHSHULRGODVW
year. The surplus in the services account remained approximately at the same level
DVODVW\HDU%DODQFHRIVHUYLFHVLVSUHGRPLQDQWO\LQÁXHQFHGE\GHYHORSPHQWVLQ
the tourism industry.

Foreign Direct
Investments
(FDI)

3UHOLPLQDU\GDWDIRUVKRZVWKDWQHW)',LQÁRZDPRXQWHGWR(85PLOOLRQ
RUOHVVWKDQLQ,Q)',LQÁRZIURPHTXLW\LQYHVWPHQWVGHFUHDVHG
ZKLOH LQÁRZ IURP ORDQV EHWZHHQ RZQHUVKLS UHODWHG FRPSDQLHV LQFUHDVHG 7KH
KLJKHVW PRQWKO\ )', LQÁRZ LQ  ZDV UHFRUGHG LQ 'HFHPEHU 7RWDO )', LQÁRZ
LQWKHUHSRUWLQJSHULRGDPRXQWHGWR(85PLOOLRQZKLOHWKHRXWÁRZRI(85
155,3 million was recorded in the same period.

[ Macroeconomy ]
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[ Makroekonomija ]
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]

Bank Business Survey

Organization and staff

B

y the 31.12.2013, the Bank had 170 employees who held the necessary skills
and information-technological knowledge to perform banking operations.
Working with customers (“front office”), engages 56% of total employees.

The Number of employees has increased by 4 (four), compared to 31.12.2012. The
average age of employees in the Bank is 36,4 and average tenure of employees is
10,3 years.
An appropriate organizational structure had to be adapted to business development,
therefore the Bank has introduced some organizational changes in order to achieve
greater efficiency and optimum utilization of technical and human resources (Card
Business and advanced sales channels Department has been formed and in which
are placed Card issuing and advanced sales channels and EFTPOS and ATM
acquiring, as separate units).
Continuity in educating and training employees are the primary objectives of the
Bank. During the year 2013, a large number of employees participated to numerous



internal and external trainings from various areas relevant to the Bank. At the same
time, the Bank employs young, professional people who will bring their commitment
to improve the quality of the Bank’s development.

The Educational structure of employees is as follows: 6 (six) employees are Masters
of Science (MSc), 80 (eighty) employees with high education (university degree), 22
(tweenty-two) employees have a bachelor degree, 12 (twelve) obtained a college
degree and 50 (fifty) have secondary education.

Governing
Bodies

The governing bodies of the Bank are: Assembly of Shareholders and the Board of
Directors. General Assembly consists of all shareholders. Members of the Board of
Directors, the Bank’s management authorities, are elected and appointed by the
Assembly of Shareholders.

[ Organization and staff ]

The structure of the largest shareholders as at 31.12.2013. is:

Generali Group



Cerere S.p.A. Italy

13,9275%

Gorgoni Antonia, Italy



Gorgoni Lorenzo, Italy



7RGRURYLĄ0LOMDQ,WDO\

7,3982%

Podravska banka D.D. Koprivnica, Croatia



1HUHRÀQDQFH6$/X[HPERXUJ



Jugopetrol A.D. Kotor, Montenegro

4,7021%

Montinari Dario, Italy



Montinari Sigilfredo, Italy



Montinari Andrea, Italy



Montinari Piero, Italy



The Board of Directors of the Bank has 7 (seven) members of which the majority
are independent.

Standing Bodies of the Board of Directors of the Bank are: Audit Committee and the
Credit Risk Management Committee.

[ Organization and staff]
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List of the Boards, its members and executive directors of the Bank

1. The Board of Directors of Hipotekarna Banka:


6LJLOIUHGR0RQWLQDUL3UHVLGHQW



%RçDQD.RYDĆHYLĄ'HSXW\3UHVLGHQW



'ROO\3UHGRYLĄ0HPEHU



0LOMDQ7RGRURYLĄ0HPEHU



6QMHçDQD3REL0HPEHU



5HQDWD9LQNRYLĄ0HPEHU



(VDG=DLPRYLĄ0HPEHU

$XGLW&RPPLWWHHRI+LSRWHNDUQD%DQND
 0DUNRæLJPXQG&KDLUPDQ
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 %RçDQD.RYDĆHYLĄ0HPEHU
 -RYDQ3DSLĄ0HPEHU

&UHGLW5LVN0DQDJHPHQW&RPPLWWHHRI+LSRWHNDUQD%DQND
 5HQDWD9LQNRYLĄ&KDLUPDQ
 Sigilfredo Montinari, Member
 (VDG=DLPRYLĄ0HPEHU

([HFXWLYH'LUHFWRUVRI+LSRWHNDUQD%DQND
 (VDG=DLPRYLĄ&KLHI([HFXWLYH2IÀFHU
 -HOHQD9XOHWLĄ5LVN0DQDJHPHQW([HFXWLYH'LUHFWRU
 $QD*ROXERYLĄ([HFXWLYH'LUHFWRURI&RPPHUFLDO$IIDLUV
 $OHNVDQGDU0LWURYLĄ([HFXWLYH'LUHFWRURI)LQDQFHDQG,QIRUPDWLFV

[ Organization and staff ]

6KDUHKROGHUV$VVHPEO\
The Assembly of Shareholders held one session in 2013 which, considering the
materials subject to assessment and to decisions, had the character of a regular
(annual) meeting.

At the XV regular meeting (held on 30.05.2013.), Shareholders’ Assembly reviewed
the annual report of Hipotekarna Bank for 2012 with the report of external auGLWRUVDQGDGRSWHGWKH'HFLVLRQRQSURÀWGLVWULEXWLRQIRUZLWKZKLFKLWZDV
HVWDEOLVKHGWKDWDSDUWRIWKHSURÀWVZHUHWREHXVHGWRFRYHUORVVHVIURPSUHYLRXV
DFFRXQWLQJ SHULRGV LQ WKH DPRXQW RI  (85 DQG WKH UHVW RI WKH SURÀW
DPRXQWLQJWR(85ZDVWRUHPDLQQRQGLVWULEXWHGDVUHWDLQHGSURÀW
At the same meeting shareholders adopted the Decision on remunerations for the
work of members of Board of Directors with which a gross remuneration for the
president’s and members’ work at the Board was recognized. Taking into consideUDWLRQWKH/DZRQDGGHQGXPRI/DZRQLQFRPHWD[HVRISK\VLFDOSHUVRQV ´2IÀFLDO
*D]HWWH RI 0RQWHQHJUR 1R µ  ZLWK À[HG WHUP XS WR  DQG LWV
increase of tax rate from 9% to 15%, the Shareholders’ Assembly, with the same
Decision on remunerations, decided that of the total difference of tax rate (increDVHRI LVWREHERUQHE\WKH%DQNZKLOHWKHUHPDLQLQJZLOOEHERUQHE\
WKHPHPEHUVRIWKH%RDUGRI'LUHFWRUVRIWKH%DQN7KLV'HFLVLRQKDVÀ[HGWHUPRI
usage i.e. until 31.12.2013.

%RDUGRI'LUHFWRUVDQG*RYHUQLQJERGLHV
The Board of Directors of the Bank, in accordance with the Law on Banks (“Official
Gazette of Montenegro no. 17/08, 44/10, 40/11), held in 2013 a total of 13 regular
sessions (legal obligation is to maintain the session at least once a month).

The work of the Board of Directors of the Bank was primarily focused on activities

[ Organization and staff ]
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that were representing realization of the tasks and objectives set with the strategic
and annual planning documents.

The Board of Directors of the Bank regularly discussed issues relevant to the Bank
(monthly business and financial statements, reports on liquidity, reports on the
risks and specifically analyzed the reports related to lending activity and the activity
of claims, and any other reports which covered the entire business activity of the
Bank).

Additionally, it carried out an efficient alignment to the market with respect to
interest, rentals and other fees within loan activities and other banking services, as
well as discussed and elaborated decisions and conclusions regarding other issues
concerning the Bank’s current operations.
20

On the meeting held in November 2013, the Board of Directors has established
a new organization scheme of the Bank with which defined a new business
organization and made significant diversification of business operations on “front“
and “back office“; it also defined 2 (two) executive directors (chief executive director
and executive director for business support). New organization scheme has to be
implemented on 01.01.2014.

As permanent bodies of the Board of Directors, the Audit Committee and Credit
Risk Management Committee on risk management have regularly reported to the
Board of Directors within its jurisdiction.

In addition to permanent bodies, the Committee on Asset and Liability Management
(ALCO), the Committee on Development and management of information system
and the Committee for management of card business and advanced sales channels
of the Bank set and discussed issues within the scope of its work and reported to
the Board of Directors of the Bank once a month.

Relationship between the members of the Board of Directors of the Bank in 2013,
according to obligations and duties stemming from laws and regulations of the

[ Organization and staff ]

Bank exercised through the necessary cooperation, as well as through attendance
and active participation in the sessions of the Board. It was not disputed cases of
harmonization of policies and decisions and implementation of business policy of
the Bank and the quorum for holding the meeting was not contested.

As previously stated it follows that the Board of Directors in 2013, with clearly
defined goals, examined the timelines and reliability of financial reports, reports
on risk management which the Bank is exposed to in its operations and oversee
compliance with the Bank’s business laws and regulations and internal plans,
policies and procedures. In considering all the issues that were decided during the
meetings, members of the Board of Directors of the Bank acted conscientiously,
with care, respecting the rules of profession and using the powers of authority
exclusively for the benefit of the Bank.
21
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BUSINESS OPERATIONS

INTERNAL AUDITING DEPARTMENT

6+$5(+2/'(5·6$66(0%/<

REGULATION COMPLIANCE MONITORING DEPARTMENT

%2$5'2)',5(&7256

INFROMATION TECHNOLOGY SYSTEM SECURITY CHIEF

ANTI MONEY LAUNDERING OFFICER

&+,()(;(&87,9(2)),&(5
(;(&87,9(',5(&725)25
&200(5&,$/$))$,56(
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PAYMENT OPERATIONS AND
TREASURY DIVISION

COMMERCIAL DIVISION

DEVELOPMENT OF NEW
PRODUCTS AND MARKETING

BUSINESS NETWORK
(BRANCH AND LOCAL OFFICES)

CUSTODY & DEPOSITORY
DEPARTMENT

CUSTODY
OPERATIONS

DEPOSITORY
OPERATIONS

BROKER-DEALER OPERATIONS
DEPARTMENT

[ Organization and staff ]

ADMINISTRATIVE SERVICES AND
HUMAN RESOURCES

DEPARTMENT FOR PAYMENT
OPERATIONS IN THE COUNTRY

DEPARTMENT FOR
INTERNATIONAL PAYMENT
OPERATIONS

TREASURY DEPARTMENT

AUDITING BOARD

CREDIT RISK MANAGEMENT BOARD

(;(&87,9(',5(&725)255,6.0$1$*(0(17
23(5$7,216

RISK MANAGEMENT DIVISION

CREDIT ANALYSIS DEPARTMENT

RECOVERY AND WORKAUT
DEPARTMENT

(;(&87,9(',5(&725
)25),1$1&($1',7

FINANCE AND IT DIVISION

ACCOUNTING AND REPORTING
DEPARTMENT

GENERAL AFFAIRS

RISK MONITORING AND
REPORTING DEPARTMENT

CALCULATIONS AND
SETTLEMENT DEPARTMENT

QUALITY CONTROL OF THE
LOAN PORTFOLIO DEPARTMENT

IT DEPARTMENT
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CARD BUSINESS AND ADVANCED
SALES CHANNELS DEPARTMENT

CARD ISSUING
AND
ADVANCED SALES CHAANNELS

EFTPOS AN ATM
ACQUIRINGSETTLEMENT
DEPARTMENT

[ Organization and staff ]

Business operations
Deposits

,QGHSRVLWVLQFUHDVHGE\RYHUFRPSDUHGWR7KLVVKRZVWKDWFRQÀGHQFH RI FLWL]HQV DQG FRUSRUDWHV LPSURYHG VLJQLÀFDQWO\ LQ 7LPH GHSRVLWV
LQFUHDVHGE\ZKLOHWKHJURZWKRIVLJKWGHSRVLWVZDVRI

The Bank also maintained an adequate Time to Sight deposits mix. In addition to
this, the Bank succeeded in improving the structure of time deposits by achieving
DQLQFUHDVHRILQORQJWHUPWLPHGHSRVLWV

Balance of total deposits:
Date

7RWDO

7LPHGHSRVLWV

6LJKWGHSRVLWV

31.12.2012.

½

½

½

31.12.2013.

½

½

½

Deopists
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150.000.000
140.000.000
130.000.000
120.000.000
110.000.000
100.000.000
90.000.000
80.000.000
70.000.000

50.000.000
40.000.000
30.000.000
20.000.000
10.000.000
0
Total

Time deposits
31.12.2012.

Sight deposits
31.12.2013.

The share of Corporate deposits amongst total deposits was 53,38%, while the
share of Retail deposits was 46,62%.

[ Business operations ]

Deposits structures - Clients

5HWDLO

Corporate 53,38%

The share of Time deposits amongst total deposits is 55,49%, while the share of
Sight deposits is 44,51%.

Deposits structures - Type
25

Time 55,49%

Sight 44,51%

This increase in deposits is the result of a growing number of clients and of increased confidence in the Bank. Thanks to all strengths that Hipotekarna banka has,
and these are primarily security, professionalism and the quality of the offer, we are
recognized as a bank worthy of confidence. All this allowed the positive increase
trend in deposits to continue.

[ Business operations]

Retail
deposits

At the end of 2013, an increase of 24,97% in total Retail deposits was recorded
compared to 2012. Both Sight and Time deposits increased in 2013.

Date

Total

Time

Sight

31.12.2012.

½

½

½

31.12.2013.

½

½

½

Retail deposits
80.000.000
70.000.000

50.000.000
40.000.000


30.000.000
20.000.000
10.000.000
0
Total

Time
31.12.2012.

Sight
31.12.2013.

Sight deposits increased by 35,94%, while retail Time savings increased by
21,51%.

Corporate
deposits

[ Business operations ]

Total corporate deposits increased by 48,55% year on year. The increase in Sight
deposits was of 50,91%, while Time deposits increased by 45,06%.

Date

Total

Time deposits

Sight deposits

31.12.2012.

½

½

½

31.12.2013.

½

½

½

Corporate deposits
90.000.000
80.000.000
70.000.000

50.000.000
40.000.000
30.000.000
20.000.000
10.000.000
0
Total

Time
31.12.2012.

Loans

Sight
31.12.2013.

In addition to supporting its existing clients on a continuous basis, Hipotekarna
banka also provided loans to a number of new clients in 2013.
The Bank is recognized for the excellence of its service as it provides clients not
only with financial support, but also with advisory services, both being aimed at
improving business operations and business results of the Bank itself and of its
clients.
Despite the conservative loans policy traditionally pursued by the Bank, the total
loans portfolio increased by 6.36% compared to the year before.

[ Business operations ]
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The retail loans portfolio increased by 22,84%, while the corporate loans portfolio
increased 1,25%.

Date

Total

Corporate

Retail

31.12.2012.

½

½

½

31.12.2013.

½

½

½

Loans
140.000.000
120.000.000
100.000.000
28

80.000.000

40.000.000
20.000.000
0
Total

Corporate
31.12.2012.

Retail
31.12.2013.

In 2013, the Bank maintained issued guarantees at approximately the same level
as in 2012.

[ Business operations ]

Date

Amount of issued
guarantees

Balance as at
31.12.

31.12.2012.

½

½

31.12.2013.

½

½

Structure – Clients
The share of retail loans amongst total loans is 27,40%, while corporate loans make
up for 72,60% of the total loans portfolio.

Structure – Clients
Retail 27,40%

&RUSRDWH

In 2013, with the support of European Bank for Reconstruction and Development
(EBRD), Hipotekarna banka continued approving loans to small and medium sized
enterprises (SMEs) under exceptionally favorable conditions regarding interest
rates and repayment time limits.

EBRD funds allowed the Bank to finance SMEs’ projects in a number of areas,
including industrial production, services, tourism, environment protection and
energy saving.

Moreover, the Bank continued its successful cooperation with the European Fund
for Southeast Europe (EFSE) and Investment and Development Fund of Montenegro
with regards to provision of loans under favorable conditions.

The Bank’s offer to the corporate sector includes cash loans, revolving loans, loans
for payment of suppliers, for purchase of cars, for refinancing of obligations towards
other banks, for financing of export receivables, for purchase of equipment, for
renovation of offices, for preparation of tourist season, overdraft loans, factoring
and all types of guarantees. In 2013, special focus was put on development of
corporate support facility through the use of factoring operations. As a result, a
number of clients managed to improve their liquidity.

[ Business operations ]

29

Business
network and
distribution
chanells

The Bank invests special efforts to make sure its subsidiaries and branches are able
to provide high-quality services and ensure the meeting of all clients’ needs. In line
with this, Hipotekarna banka opened the Commercial Center in Podgorica in May
2013. The Center is designed to meet our clients’ needs for banking services in a
more comfortable way.

The Bank’s primary focus in this new subsidiary is on retail services and financing of
small and medium sized enterprises. The location of the Centre is easily accessible,
while its facilities and equipment allow provision of comprehensive banking services.

The business network, which now consists of 9 subsidiaries and 8 branches,
provides a good basis for achieving results in the following year.
In addition to a widespread business network, the Bank is available to its clients
through other distribution channels, including ATMs, EFTPOS terminals, Hbklik
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internet banking service, Mbklik service (mobile banking), virtual counter and a call
center.

The Bank invests special efforts to ensure the business network is well managed,
staff well trained and subsidiaries and branches equipped in a way that facilitates
provision of high quality services.

New products
and services

Focused on demands and needs of its clients, the Bank invested continuously
on improving the existing offer and developing new products and services, while
ensuring its quality and market competitiveness were maintained and improved.

By introducing Debit MasterCard® PayPass™ as part of its Premium program,
Hipotekarna banka allowed Montenegrin citizens to use for the first time an
innovative contactless technology, not only in Montenegro, but worldwide.

Relying on a partnership with MasterCard and Crnogorski Telekom and keeping up
with trends regarding new technologies, Hipotekarna banka allowed all of its clients
to save time when making payments, while retaining all payment benefits such are
discounts and installment buying, previously offered by Premium card. At the same

[ Business operations ]

time, thanks to the Debit MasterCard®PayPass™ protective coding technology,
the card complies with all security standards.

The introduction of Premium Debit MasterCard® PayPass™ card in Montenegro is
part of Hipotekarna banka’s mission, which implies great dedication to its clients
by, among other things, introducing new technologies and working continuously
toward improving its services. Debit MasterCard® PayPass™ may be used to
make contactless payments at 1,2 million sale points in 57 countries and to make
standard payments at 35,9 million locations worldwide.

Aiming to be as accessible as possible, we provided our clients with the possibility
of making payments to accounts on a 24/7 basis within the new Commercial Center.

Very quickly and simply, in an online regime, a client may carry out payments to an
account by using ATM depository function. In addition to standard services (cash
payments and withdrawals), this ATM offers our clients the possibility to change
PIN code, pay bills without a transaction fee, top-up mobile phones and pay cash
into a bank account.

[ Business operations ]

31

Treasury

P

roviding optimal liquidity is a basic requirement for safe and efficient
operations of each bank. A bank has to achieve necessary liquidity by rational
management of assets and liabilities in order to maintain an appropriate

ratio between liquid assets and total liabilities.
In 2013 Hipotekarna banka has put emphasis also on stabilizing domestic sources
of funding, expansion of clients base, reducing short-term in favour of long-term
sources of funding and withdrawal of new credit lines from foreign banks and
international financial institutions.
The Treasury Department has succeeded to maintain liquid assets and overall
liquidity position of the Bank at a satisfactory level, during the whole 2013. In addition
to that, the Treasury Department performed reconciliation of sources of funds with
placements by daily, weekly, decadal and monthly scheduling of available liquid
assets. Adequate allocation of funds was performed through effective cooperation
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with other divisions and departments in the Bank, especially with Commercial
Division and Risk management Division. All that allowed the Bank to regularly fulfil
its obligations toward creditors, as well as fulfill every customer’s requirement in the
shortest terms.
The daily liquidity ratio, which is calculated by the methodology regulated by the
Central Bank of Montenegro, was above the legally required minimum level of 0,90
throughout 2013.

Daily liquidity

3,5
3
2,5
2
1,5
1
0,5
0
2013

[ Treasury ]

Additionally, the ten-day liquidity ratio was above the legally required minimum level
of 1,00.

Ten-day liquidity

3,5
3
2,5
2
1,5
1
0,5
0
2013
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In order to manage tenor liquidity, the Bank has regularly monitored indicators
RI VWUXFWXUDO OLTXLGLW\ WKURXJK WHQRU DGMXVWPHQW RI ÀQDQFLDO DVVHWV DQG OLDELOLWLHV
reviewing of maturity dates of larger deposits as well as by establishing a stable part
of a-vista deposits by an internally developed model.

&RQVLGHULQJ WKDW HIIHFWV RI JOREDO HFRQRPLF FULVLV ZHUH VLJQLÀFDQWO\ IHOW DOVR
throughout 2013 and taking into account the customers’ cautiousness when it
comes to the disposal of their own funds, it can be concluded that under these
circumstances Hipotekarna banka has been recognized as one of the most reliable
and the most liquid bank in Montenegro’s banking system. Additionally, data shows
that at the end of 2012 total deposits of the Bank were 118,2 million EUR whereas at
WKHHQGRIWRWDOGHSRVLWVRIWKH%DQNZHUHPLOOLRQ(85ZKLFKUHSUHVHQWV
DQDQQXDOJURZWKRI/LTXLGLW\VXUSOXVHVH[FHSWWKURXJKFUHGLWDFWLYLW\ZHUH
also placed in marketable securities.

[ Treasury ]

In 2013 Hipotekarna banka participated in auctions of government securities and,
in accordance with the decision of the Central bank of Montenegro, has used them
for the coverage of part of obligatory reserve. Moreover, through activities of
Brokerage-Dealer Department and Custody department, Hipotekarna banka invested
assets in other securities that are traded on the stock exchange in Montenegro as
well as on stock exchange in the region.

,QWKHUHZHUHODUJHÁXFWXDWLRQVLQH[FKDQJHUDWHVSDUWLFXODUO\LQWKHFXUUHQF\
SDLU(8586'ZKLFKKDGWKHJUHDWHVWLPSDFWRQWKH%DQN·VH[SRVXUHWRH[FKDQJH
rate risk.

1,40
1,38
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1,34
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1,3
1,28

1,24
1,22












(8586' 

Under these circumstances, the Treasury Department has managed to achieve
remarkable results regarding income from realized exchange rate differences as
a result of adequate exchange rate risk management. At the end of 2013, total
revenues from foreign exchange differences amounted to 379 thousand EUR, which
KDGDVLJQLÀFDQWLPSDFWRQÀQDOÀQDQFLDOUHVXOWRIWKH%DQN

[ Treasury ]
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Revenue from exchange rate differences in 2013
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At the beginning of 2013, necessary corrections and amendments to existing
LQWHUQDOUHJXODWLRQVZHUHPDGHDVZHOODVDGRSWLRQRIQHZGRFXPHQWVWKDWGHÀQH
jurisdiction and responsibilities of Treasury Department, all in accordance to valid
legislation in Montenegro and modern banking practice.

[ Treasury ]

Payment operations

T

he Bank overall payment operations in 2013 were characterized by the
JURZWKRIDOOSDUDPHWHUVZKLFKGHÀQHEXVLQHVVRSHUDWLRQVRIWKLVVHJPHQW
of the Bank. All business plans which has been previously set up were com-

SOHWHO\DFKLHYHGZKLFKFOHDUO\VKRZVWKH%DQN·VHIÀFLHQF\DQGSURJUHVVRYHUWKH
previous year.
Overall domestic payment operations of the Bank recorded growth in 2013.

Domestic
payments

7KHWRWDOQXPEHURISD\PHQWWUDQVDFWLRQVURVHE\LQFRPSDULVRQWRWKH
of which the highest increase was achieved in the number of internal payment
transactions between the Bank’s clients. This increase was equal to 33% in comparison to the previous year, which clearly shows the raise in the number of the
Bank’s clients which execute their payments within the Bank’s payment system
i.e. internally.
The number of external outgoing payment transactions in favour of other domestic
bank’s rose by 19%, and the structure of increase of these payments was both for



‘low value’ payments (< EUR 1.000 rose by 17%) and for ‘high value’ payments (>
EUR 1.000 rose by 23%).
$VLJQLÀFDQWLQFUHDVHZDVDFKLHYHGLQWKHQXPEHURIHOHFWURQLFRXWJRLQJSD\PHQW
transactions (e-banking) which means that clients used system of electronic
payments orders more often. This represents a raise of 31% of electronic outgoing
payment transactions in comparison to the previous year.

'RPHVWLFSD\PHQWWUDQVDFWLRQ
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2013

'RPHVWLFRXWJRLQJHSD\PHQWWUDQVDFWLRQ
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International
payments

International payments in 2013 were featured by the growth in all type of
payment transactions, incoming and outgoing, documentary operations and other
international services and transactions.

The number of outgoing payment transactions rose by 22%. Furthermore, the
number of electronic outgoing payment transactions by using e-banking application “HB klik“ rose by 22% in comparison to 2012. The number of incoming
payment transactions rose by 24% year on year..

[ Payment operations ]

,QWHUQDWLRQDOSD\PHQWWUDQVDFWLRQ
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,QWHUQDWLRQDORXWJRLQJHSD\PHQWWUDQVDFWLRQ
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[ Payment operations ]

The number of the issued guarantees rose by 13% in comparison to the 2012.

The total revenues of the overall payment operation services commissions rose by
25% in comparison to 2012. The increase of the revenues of the domestic payment
operations commissions rose by 34% and of the international payment services
commissions rose by 17% in comparison to the previous year.

Net income of total payment operation services rose by 27% year on year..

'RPHVWLFDQGLQWHUQDWLRQDOSD\PHQWRSHUDWLRQVWRWDOUHYHQXHV
1,200,000.00
1,000,000.00
800,000.00
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[ Payment operations ]

Investment banking

D

Montenegrin
capital market

uring the previous year, Montenegrin capital market has once again recorded a drop in turnover. Montenegro Stock Exchange recorded a turnover
RIPLOOLRQ½ZKLFKUHSUHVHQWVDGHFUHDVHRIZLWKUHVSHFWWR

2012. Considering that turnover in 2012 was three times lower than in 2011, it can
be concluded that Montenegrin capital market has entered a period of stagnation.
Stock market indexes were also marked by stagnation in 2013. At the beginning
of 2013 the value of Company index MONEX 20 was 9.850 points, which was also
its value at the end of the year. Its maximum value in 2013 amounted to 10.247
points, while the lowest value recorded was 8.974 points.
Index of funds MONEX PIF had also stagnated throughout 2013 starting with a value
of 3.291 and ending with 3.412 index points.

7XUQRYHUDWWKH0RQWHQHJUR6WRFN([FKDQJHIRUWKHODVWÀYH\HDUV
PLOOLRQVRI(85
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[ Investment banking ]

2010

2011

2012

2013

Brokerage
Operations

Hipotekarna banka has recorded a stock market turnover in the amount of 8,8
million EUR in 2013, which is 29% more in comparison to the previous year. Out of
this value, the turnover in sales amounted to 3,98 million EUR while the purchases
turnover presented a value of 4,82 million EUR.
The turnover increase was accompanied by increase in commissions from brokerage
RSHUDWLRQVIURPZKLFK+LSRWHNDUQDEDQNDPDGHDSURÀWLQWKHDPRXQWRI
EUR 25% growth year on year.
The market share of Hipotekarna banka on the Montenegrin stock exchange stood
at 14,33%, which puts it third in ranking among the 12 brokerage houses operating
presently in Montenegro. Due to illiquidity and stagnation on the market, Hipotekarna
banka began to turn to foreign markets. Technical requirements for entering the
foreign markets were formed in the previous year. The turnover, mainly in dealer
operations, amounted to 1,92 million EUR.

Dealer
operations

41

In 2013 the turnover from dealer operations on the Montenegrin market was 780
thousand EUR. The Bank’s income from equity securities at the Montenegrin stock
H[FKDQJHZDV(85RXWRIZKLFK(85IURPGLYLGHQGDQG(85
from realized capital gain. Hipotekarna banka has also made an income from
interests on bonds of the Labour Fund in the amount of 31.000 EUR.
The turnover made on the international markets regarding dealer operations was
approximately 1,9 million EUR, which generated a dividend income of 9 521 EUR and
DUHDOL]HGFDSLWDOJDLQRI(85ZKLFKLQWRWDOJLYHV(85JDLQHGIURP
equity securities outside of Montenegro.
Regarding investments in foreign markets, most of investments are made in the
countries of the region, mainly in shares listed on the Belgrade Stock Exchange.
Hipotekarna banka also had its share of investments on the Ljubljana and Banja
Luka Stock Exchange.
Results achieved through dealer operations are gaining importance knowing that the
income earned by equity trading was approximately 25% of average assets employed,
while at the same time stock market indexes in the region stagnated.

[ Investment banking ]
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Custody
Operations

With the value of 57.88 million EUR of assets under custody, Hipotekarna banka
remains leading Custodian bank in Montenegro. In 2013, total income in Custody
Department amounted to 45.889 EUR, out of which 8.954 EUR refers to commissions
ZKLOH(85ZDVUHFRUGHGWKURXJKVDIHNHHSLQJ

[ Investment banking ]

Risk Department

R

LVNPDQDJHPHQWIRFXVHVSULPDULO\RQWKHLGHQWLÀFDWLRQPHDVXUHPHQWPRnitoring and controlling of risks, in order to minimize their negative effects
RQWKHÀQDQFLDOUHVXOWDQGHTXLW\:LWKDQDFWLYHDSSURDFKWRWKRVHLVVXHV

the Risk Department implemented the techniques and procedures in order to create a modern system for managing risks in accordance with legislation of the Central
Bank of Montenegro. The aim of this project generates adequate information for
making quality business decisions, which implies consideration of risk of return
ratio of every action taken and product. According to this, the Risk Department
systematically and continuously monitors the following types of risk: credit risk,
market risk, liquidity risk, country risk and operational risk.

Credit Risk

The Bank is managing Credit Risk both on an individual level and on a portfolio level.

7KH3RUWIROLRRIWKH+LSRWHNDUQD%DQN-6&RQDPRXQWHGWR½
7KLVUHSUHVHQWVDQLQFUHDVHRI½ RU FRPSDUHGWR

It is not possible to compare the reserves on 31.12.2012. to the ones on 31.12.2013.
because different percentages for loan reserves were implemented starting from
01.01.2013.

Until 31.12.2012, percentages for loan loss reserves were the following:
A - 0%; B1 - 3%; B2 -3%; C1 - 15%; C2 - 30%; C3 - 50%; D - 75% and E - 100%
As of 01.01.2013 the percentages changed in the following way:
A - 0%; B1 - 2%; B2 - 7%; C1 - 20%; C2 - 40% - C3 no longer exist; D - 70% and E - 100%.

3URYLVLRQV IRU ORDQ ORVVHV RQ  ZHUH ½  RU  RI WKH ORDQ
SRUWIROLR &RPSDUHG WR WKH HQG RI  SURYLVLRQV LQFUHDVHG E\ ½ RU
 WKLVGLIIHUHQFHLVPDLQO\GXHWRWKHFKDQJHLQWKHSHUFHQWDJHVRIUHVHUYHV 

[ Risk Department ]
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Provisions for loan losses according to the internal model at the beginning of 2013
were 3.992.992 EUR. Compared to the end of 2013, provisions increased up to
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(85RUIURPWR

/RDQ/RVV3URYLVLRQV²,QWHUQDO0RGHO
Model

Initial amount

March 13

Provisions

3.992.991,88



Portfolio

123.097.334,79

June 13

September 13

December 13











3,50%

3,73%

123.475.188,00 128.301.478,92

3,24%

3,40%

3,47%

Out of the total loan portfolio of the bank 49% are high quality assets (A and B1
UDWLQJJUDGH VXEVWDQGDUGDVVHWV %UDWLQJJUDGH DQGDUH13/ &'DQG
E rating grade).

[ Risk Department ]

6WUXFWXUHRISRUWIROLRRQGHFHPEDU
quality assets 49%

13/

Substandard assets 35%

The amount of loans with delinquency in repayments over 30 days at 31.12.2013.
DPRXQWHGWR½RURIWKH%DQN·VWRWDOORDQSRUWIROLR

$UUHDUVWRWDOORDQV








Dec.08

Dec.09
GD\V

Dec.10
GD\V

Dec.11

Dec.12

preko 90 days

Dec.13
total

[ Risk Department ]
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Solvency Ratio

On 31.12.2013. the solvency ratio was above the statutory limit (10%), and
DPRXQWHGWR6ROYHQF\UDWLRLVWKHPRVWLPSRUWDQWLQGLFDWRURIFRQÀGHQFH
in the bank as it serves as a protector for the deponents, creditors and business
partners of the bank.

6ROYHQF\5DWLR
13,12%



10%










Minimum

2013. godina

1HFHVVDU\HTXLW\WRFRYHUDOOULVNV

Necessary eqity for counWU\ULVN

Necessary eqity for
other risks
4%

Necessary eqity for
operational risk 12%

Necessary eqity for
market risk 4%

[ Risk Department ]

Necessary
eqity for
credit risk
75%

Equity

7KHWRWDOHTXLW\RQ'HFHPEHUZDV(85PLOOLRQ&RPSDULQJWRWKH
SUHYLRXV\HDUHTXLW\LQFUHDVHGE\$VDWVW'HFHPEHUWKHQRPLQDO
YDOXHRIVKDUHKROGHU·VHTXLW\ZDV(85PLOOLRQ6KDUHKROGHU·VHTXLW\FRQVLVWV
of 31,305 shares, each with a nominal value of EUR 511,29. By ownership structure, foreigners own 71% of equity, while the remaining equity is owned by domestic
entities and individuals.

Income
Statement

,Q  WKH %DQN DFKLHYHG SURÀWV LQ WKH DPRXQW RI (85  PLOOLRQ ,QWHUHVW
income comparing to the previous year increased for 7,89% and was equal to EUR
12.854 million, which was the result of increased credit activity. Fee revenues
comparing to the previous year increased by 29,81% up to EUR 5,251 million. Net
fee and commission income presents 34,48% of total Bank’s operating income.
2WKHULQFRPHFRPSDULQJWRWKHSUHYLRXV\HDULQFUHDVHGE\XSWR(85
million. Operating expenses, including depreciation, were EUR 9,280 million which
increased by 12,92% compared to the previous year. Increase in costs is the result
of expansion of branches network, employment of new staff and increase in other
expenses that accompany growth and development of the Bank. Assessment of
credit risk and making provisions for risky loans and the potential liabilities of the
Bank, are based on application of the principles of conservative policy and implementation of current regulations. Total allocated reserves for assets and liabilities
ZHUH(85PLOOLRQDVDWVWRI'HFHPEHU

Distribution of
SURÀW

The Board of Directors, upon Management suggestion, proposes to the ShareholGHUV·*HQHUDO$VVHPEO\WRUHLQYHVWWKHWRWDOSURÀWRIWKH\HDULQRUGHUWR
increase the total equity and cover the special reserves for potential loses upon
regulatory request, prescribed by Central Bank of Montenegro, in line with regulations that arrange the Banking sector operations.

[ Risk Department ]

47

48

49

3.

]

Financial Statements
for the Year Ended
31 December 2013

IZVJEŠTAJ NEZAVISNOG REVIZORA

7RWKH6KDUHKROGHU$VVHPEO\RI+LSRWHNDUQDEDQND$'3RGJRULFD
,:HKDYHDXGLWHGWKHDFFRPSDQ\LQJÀQDQFLDOVWDWHPHQWV SDJHVWR RI+LSRWHNDUQDEDQND$'3RGJRULFD WKH
´%DQNµ  ZKLFK FRPSULVH WKH VWDWHPHQW RI ÀQDQFLDO SRVLWLRQ DV RI 'HFHPEHU   DQG WKH UHODWHG LQFRPH
VWDWHPHQWVWDWHPHQWRIFKDQJHVLQHTXLW\DQGFDVKÁRZVWDWHPHQWIRUWKH\HDUWKDQHQGHGDQGDVXPPDU\RI
VLJQLÀFDQWDFFRXQWLQJSROLFLHVDQGRWKHUH[SODQDWRU\QRWHV

0DQDJHPHQW·V5HVSRQVLELOLW\IRUWKH)LQDQFLDO6WDWHPHQWV
0DQDJHPHQWLVUHVSRQVLEOHIRUWKHSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHVHÀQDQFLDOVWDWHPHQWVLQDFFRUGDQFH
with the Law on Accounting and Auditing of Montenegro and regulations of the Central Bank of Montenegro
JRYHUQLQJ ÀQDQFLDO UHSRUWLQJ RI EDQNV DV ZHOO DV IRU LQWHUQDO FRQWURO UHOHYDQW WR WKH SUHSDUDWLRQ RI ÀQDQFLDO
statements that are free from material misstatement, whether due to fraud or error.
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$XGLWRUV·5HVSRQVLELOLW\
2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKHVHÀQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLW:HFRQGXFWHGRXU
audit in accordance with International Standards on Auditing and the Law on Accounting and Auditing of Montenegro. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
UHDVRQDEOHDVVXUDQFHZKHWKHUWKHÀQDQFLDOVWDWHPHQWVDUHIUHHIURPPDWHULDOPLVVWDWHPHQW

$QDXGLWLQYROYHVSHUIRUPLQJSURFHGXUHVWRREWDLQDXGLWHYLGHQFHDERXWWKHDPRXQWVDQGGLVFORVXUHVLQWKHÀnancial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
ULVNVRIPDWHULDOPLVVWDWHPHQWRIWKHÀQDQFLDOVWDWHPHQWVZKHWKHUGXHWRIUDXGRUHUURU,QPDNLQJWKRVHULVN
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
WKHÀQDQFLDOVWDWHPHQWVLQRUGHUWRGHVLJQDXGLWSURFHGXUHVWKDWDUHDSSURSULDWHLQWKHFLUFXPVWDQFHVEXWQRWIRU
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
E\PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKHÀQDQFLDOVWDWHPHQWV

:HEHOLHYHWKDWWKHDXGLWHYLGHQFHZHKDYHREWDLQHGLVVXIÀFLHQWDQGDSSURSULDWHWRSURYLGHDEDVLVIRURXUDXGLW
opinion.

[ Financial Statements ]

2SLQLRQ
,QRXURSLQLRQWKHÀQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWVWKHÀQDQFLDOSRVLWLRQRIWKH%DQNDV
RI'HFHPEHUDQGLWVÀQDQFLDOSHUIRUPDQFHDQGFDVKÁRZVIRUWKH\HDUWKHQHQGHGLQDFFRUGDQFHZLWKWKH
WKHDFFRXQWLQJUHJXODWLRQVRI0RQWHQHJURDQGUHJXODWLRQVRIWKH&HQWUDO%DQNRI0RQWHQHJURJRYHUQLQJÀQDQFLDO
reporting of banks.

2WKHU0DWWHU
7KH%DQN·VÀQDQFLDOVWDWHPHQWVDVRIDQGIRUWKH\HDUHQGHG'HFHPEHUZHUHDXGLWHGE\DQRWKHUDXGLWRU
ZKRVHUHSRUWGDWHG$SULOH[SUHVVHGDQGXQTXDOLÀHGRSLQLRQWKHUHRQ
auditor, whose report dated April 23, 2013 expressed and unqualified opinion thereon.
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Deloitte d.o.o. Podgorica
Montenegro
May 5, 2014

äarko Mioniü, Certified Auditor
(License no. 062 issued on March 10, 2011)
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Income statement
Year Ended December 31, 2013
(Thousands of EUR)

Note

2013.

2012.
(Restated)

Interest income

D

12,854

11,717

Interest expenses

E



(4,312)

8,222

7,405

59

18

Net interest income

Dividend income

52

Impairment losses

3.7, 7

(1,041)

(1,171)

Provision charges

3.7, 7





Fee and commission income

3.1, 8a

5,251

4,045

Fee and commission expenses

3.1, 8b

(1,581)

(751)



3,294

Net gains on investment securities

497



Foreign exchange gains, net

379

281

Net fee and commission income

Staff costs

9

(4,137)

(3,842)

General and administrative expenses

10

(4,295)

(3,548)

'HSUHFLDWLRQDPRUWL]DWLRQFKDUJH

11

(723)

(804)



(53)

313

345



1,793

(245)







Other expenses
Other income

12

OPERATING PROFIT

Income taxes

3.3, 13

PROFIT FOR THE YEAR
Notes on the following pages

IRUPDQLQWHJUDOSDUWRIWKHVHÀQDQFLDOVWDWHPHQWV

7KHVH ÀQDQFLDO VWDWHPHQWV ZHUH DSSURYHG E\ WKH PDQDJHPHQW RI +LSRWHNDUQD
banka AD, Podgorica, in Podgorica, on May 5, 2014.
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6WDWHPHQWRIÀQDQFLDOSRVLWLRQ
As of December 31, 2013
(Thousands of EUR)
Note

December 31,
2013

December 31,
2012
(Restated)

ASSETS
Cash and deposit accounts held with central banks

3.4, 14





Loans and receivables due from banks

3.4, 15



24,595

Loans and receivables due from customers



122,734

119,374

Investment securities
- available for sale

3.5, 17a

7,720

239

- held to maturity

3.8,17b

10,842



8

8

3.10,
3.11, 18

1,810

1,589

Intangible assets

19

885



Deferred tax assets

13c

18

10

2WKHUÀQDQFLDOUHFHLYDEOHV

20

509

515

Other operating receivables

21

Investments in associates and joint ventures
at equity method
Property and equipment

TOTAL ASSETS

1,175

725

224,077

174,539

434

733

LIABILITIES
Deposits due to banks
Deposits due to customers

22



118,920

Borrowings from banks

23

20,357

17,495

Borrowings from customers

24

5,119



Provisions

25

1,080

852

252

202

Current tax liabilities
Deferred tax liabilities

13c

1

-

Other liabilities





2,998

195,215

148,077





Share issue premium

7,444

7,444

5HWDLQHGHDUQLQJV$FFXPXODWHGORVVHV

1,311



3URÀWIRUWKH\HDU





Other reserves

1,734

1,701

TOTAL EQUITY





TOTAL EQUITY AND LIABILITIES

224,077

174,539

501,522

487,523

TOTAL LIABILITIES
EQUITY
Share capital

27

OFF-BALANCE SHEET ITEMS

29

1RWHVRQWKHIROORZLQJSDJHVIRUPDQLQWHJUDOSDUWRIWKHVHÀQDQFLDOVWDWHPHQWV
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STATEMENT OF CHANGES IN EQUITY
Year Ended December 31, 2013
(Thousands of EUR)

Share
Capital

3URÀWIRU
the Year

Other
Reserves

Total



7,444



-

(54)

23,090

Effects of fair value adjustment of
available-for-sale securities

-

-

-

-

34

34

3URÀWIRUWKH\HDU

-

-

-



-





7,444





(20)

24,741

-

-

-

-

1,721

1,721



7,444





1,701



Effects of fair value adjustment of
available-for-sale securities

-

-

-

-

33

33

7UDQVIHUIURPSURÀW

-

-





-

-

3URÀWIRUWKH\HDU

-

-

-



-





7,444

1,311



1,734



Balance at January 1, 2012

Balance at December 31, 2012
(IIHFWVSIÀUVWWLPHDGRSWLRQRI
impairment of balance sheet assets
under IAS 39
54

Retained
Share
(DUQLQJV
Issue PreAccumulated
mium
Losses

Balance at December 31, 2012,
restated

Balance at December 31, 2013

1RWHVRQWKHIROORZLQJSDJHVIRUPDQLQWHJUDOSDUWRIWKHVHÀQDQFLDOVWDWHPHQWV
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&DVKÁRZVWDWHPHQW
Year ended december 31, 2013
(Thousands of EUR)
2013.

2012.
(Restated)

CASH FLOWS FROM OPERATING ACTIVITIES
Interest receipts and similar income

12,751

11,911

Interest paid and similar expenses

(3,943)

(3,925)

5,251

4,045

Fees and commissions paid

(1,581)

(851)

Payments to and on behalf of employees and to suppliers

(9,048)

(8,035)

Increases in loans and other assets

(3,975)



,QÁRZVIURPGHSRVLWVDQGRWKHUOLDELOLWLHV

44,252

20,347

Income taxes paid

(570)

(415)

2WKHULQÁRZV





Net cash generated by operating activities





Purchase of property and equipment

(847)

(375)

Purchase of intangible assets

(593)

(291)

(2,955)

(3,778)

100



(4,295)

(4,438)

Increase in borrowings



(5,557)

1HWFDVKJHQHUDWHGE\ XVHGLQ ÀQDQFLQJDFWLYLWLHV



(5,557)





1HWLQFUHDVHLQFDVKDQGFDVKHTXLYDOHQWV





&DVKDQGFDVKHTXLYDOHQWVEHJLQQLQJRI\HDU





Cash and cash equivalents, end of year (Note 30)





Fee and commission receipts

CASH FLOWS FROM INVESTING ACTIVITIES

Government Treasury bills and bonds
Sales of tangible and non-current assets
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

Foreign exchange gains

1RWHVRQWKHIROORZLQJSDJHVIRUPDQLQWHJUDOSDUWRIWKHVHÀQDQFLDOVWDWHPHQWV
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1RWHVWRWKHÀQDQFLDOVWDWHPHQWV
December 31, 2013
All amounts expressed in thousands of EUR, unless otherwise stated

1. BANK’S FOUNDATION AND ACTIVITY
+LSRWHNDUQDEDQND$'3RGJRULFD KHUHLQDIWHUWKH´%DQNµ ZDVUHJLVWHUHGLQ
as a shareholding company with the Central Registry of the Commercial Court
XQGHU UHJ QXPEHU  7KH %DQN LV LQFOXGHG LQ WKH 5HJLVWHU RI 6HFXULW\
Issuers maintained by the Securities Commission under the number 3 (Decision no.
 7KH2Q'HFHPEHUWKH&HQWUDO%DQNRI0RQWHQHJURLVVXHG
D'HFLVLRQQRWKHUHE\JUDQWLQJWKH%DQNDQRSHUDWLQJOLFHQVH

In accordance with the Law on Banks, and the Bank’s Articles of Incorporation,
Statute and Decision of the Central Bank of Montenegro, the Bank is involved in
depositary and crediting operations for its own account. In addition, the Bank is
also registered to perform the following activities:
 issue guarantees and undertake other commitments;


 purchase, sell and collect receivables (factoring, forfeiting, etc.);
 issue, process and record payment instruments;
 perform payment transactions om the country and abroad in accordance
with the regulations governing payment transfer;
 SHUIRUPÀQDQFHOHDVHRSHUDWLRQV
 engage in operations involving securities in accordance with the relevant
regulations;
 trade in its own name for its own account or for the account of a customer:
a) with foreign payment instruments including money exchange operations and
E  ZLWKÀQDQFLDOGHULYDWLYHV
 perform depositary operations;
 prepare analyses and provide information and advice on the company and
entrepreneur creditworthiness and other business matters;
 rent safety deposit boxes;
 perform other ancillary operations and activities related to the Bank’s core
operations in accordance with the Statute;
 the Banka may perform other operations in accordance with the law upon
obtaining prior approval from the Central Bank of Montenegro.
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The Bank’s governing bodies are: Shareholder Assembly and Board of Directors.
The Board of Directors has two standing committees – Audit committee and Credit
risk Management Committee. Members of the Board of directors are appointed by
the Shareholder Assembly. The Board of Directors has 7 (seven) members, most of
whom are not employees of the Bank.

7KH %DQN LV KHDGTXDUWHUHG LQ 3RGJRULFD DW QR  -RVLSD %UR]D 7LWD 6WUHHW
$W 'HFHPEHU   WKH %DQN KDG  HPSOR\HHV 'HFHPEHU   
employees).).

2. BASIS OF PREPARATION AND PRESENTATION OF THE
FINANCIAL STATEMENTS
2.1.
Basis of
Preparation and
Presentation of
the Financial
Statements

The Bank is obligated to maintain its accounting records and prepares its statutory
ÀQDQFLDO VWDWHPHQWV LQ FRQIRUPLW\ ZLWK WKH $FFRXQWLQJ DQG $XGLWLQJ /DZ RI
0RQWHQHJUR 2IÀFLDO *D]HWWH RI 0RQWHQHJUR QR  QR  DQG QR
  ZKLFK HQWDLOV LPSOHPHQWDWLRQ RI WKH ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ
6WDQGDUGV DQG 'HFLVLRQV RI WKH &HQWUDO %DQN RI 0RQWHQHJUR JRYHUQLQJ ÀQDQFLDO
reporting of banks.

7KH %DQN·V ÀQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK WKH
Decision On The Content, Deadlines and Manner of Compiling and Submitting
)LQDQFLDO 6WDWHPHQWV RI %DQNV 2IÀFLDO *D]HWWH RI 0RQWHQHJUR QR  DQG
 &RPSDUDWLYHLQIRUPDWLRQIRUZHUHUHFODVVLÀHGIRUFRPSDUDELOLW\ZLWK
the reporting format adopted for the year 2013 (Notes 2.3 and 4). Within the
DFFRPSDQ\LQJ ÀQDQFLDO VWDWHPHQWV DGMXVWPHQWV ZHUHPDGH WR WKH VWDWHPHQW RI
ÀQDQFLDO SRVLWLRQ DV RI 'HFHPEHU   IRU WKH HIIHFWV RI SRVWLQJV WKH %DQN
made as of January 1, 2013 in accordance with the Guidelines on the Manner of
Recording Reserves for Estimated Losses, Impairment Allowances and Written-Off
%DODQFH6KHHW,WHPV 2IÀFLDO*D]HWWHRI0RQWHQHJURQR 

8SRQSUHSDUDWLRQRIWKHVHÀQDQFLDOVWDWHPHQWVWKH%DQNLPSOHPHQWHGSROLFLHVLQ
accordance with the regulations of the Central Bank of Montenegro, which depart
from the requirements of IFRS and IAS effective as of December 31, 2013 in respect
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2. BASIS OF PREPARATION AND PRESENTATION OF THE FINANCIAL STATEMENTS (Continued)
of recording receivables qualifying for derecognition form the Bank’s statement of
ÀQDQFLDOSRVLWLRQ

'XH WR WKH SRWHQWLDOO\ VLJQLÀFDQW HIIHFWV RI WKH DERYH GHVFULEHG PDWWHUV RQ
WKH DFFXUDF\ DQG IDLU SUHVHQWDWLRQ RI WKH ÀQDQFLDO VWDWHPHQWV WKHVH ÀQDQFLDO
statements cannot be treated as having been prepared in accordance with
International Financial Reporting Standards.

58

2.1.
Basis of
Preparation and
Presentation of
the Financial
Statements
(Continued)

,QWKHSUHSDUDWLRQRIWKHDFFRPSDQ\LQJÀQDQFLDOVWDWHPHQWVWKH%DQNKDVDGKHUHG

2.2.
Use of
Estimates

3UHVHQWDWLRQRIWKHÀQDQFLDOVWDWHPHQWVUHTXLUHVWKH%DQN·VPDQDJHPHQWWRPDNH

to the accounting policies described in Note 3, which are in conformity with the
accounting, banking and tax regulations prevailing in Montenegro.

7KH RIÀFLDO FXUUHQF\ LQ 0RQWHQHJUR DQG WKH %DQN·V IXQFWLRQDO DQG SUHVHQWDWLRQ
currency is Euro (EUR).

the best possible estimates and reasonable assumptions that affect the reported
amounts of assets and liabilities, as well as disclosures of contingent assets
DQG OLDELOLWLHV DV DW WKH ÀQDQFLDO VWDWHPHQWV SUHSDUDWLRQ GDWH DQG LQFRPH DQG
expenses arising during the accounting period. These estimations and assumptions
are based on historical experience and other information including the anticipation
of future events that are believed to be reasonable under the circumstances. The
estimates and assumptions are the basis of making judgments about the carrying
amounts of assets and liabilities that are not readily apparent from other sources.
These estimations and assumptions are based on information available to us as at
WKHÀQDQFLDOVWDWHPHQWV SUHSDUDWLRQGDWH+RZHYHU$FWXDOYDOXHVRIDVVHWVDQG
OLDELOLWLHV PD\ GLIIHU IURP YDOXHV HVWLPDWHG LQ WKLV PDQQHU7KH PRVW VLJQLÀFDQW
HVWLPDWHV DQG DVVXPSWLRQV ZHUH PDGH IRU WKH IROORZLQJ VWDWHPHQW RI ÀQDQFLDO
position items:

 3URYLVLRQVIRUORDQVDQGLQWHUHVWUHFHLYDEOHV
 3URYLVLRQVIRUGHSRVLWVKHOGZLWKRWKHUEDQNV
 3URYLVLRQVIRUSHUPDQHQWLQYHVWPHQWV
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2. BASIS OF PREPARATION AND PRESENTATION OF THE FINANCIAL STATEMENTS (Continued)
 3URYLVLRQVIRUORVVHVSHURIIEDODQFHVKHHWLWHPV
 3URYLVLRQVIRUUHWLUHPHQWEHQHÀWV
 3URYLVLRQVIRUOLWLJDWLRQV
 )DLUYDOXHRIVHFXULWLHVDYDLODEOHIRUVDOH
 8VHIXOOLYHVRILQWDQJLEOHDVVHWVSURSHUW\DQGHTXLSPHQW

2.3.
Amended
Regulations
of the Central
Bank of
Montenegro

'HFLVLRQRQWKH0LQLPXP6WDQGDUGVIRU&UHGLW5LVN0DQDJHPHQWLQ%DQNV 2IÀFLDO
*D]HWWHRI0RQWHQHJURQRDQG  KHUHLQDIWHUWKH´'HFLVLRQ´
stipulates adoption and implementation of the International Accounting Standards
in measurement of balance sheet assets and off-balance sheet items and presentation thereof in conformity with International Financial Reporting Standards.

7KH %DQN KDV GHÀQHG PHWKRGRORJ\ IRU DVVHVVPHQW RI EDODQFH VKHHW DVVHWV· LPpairment and estimated losses per off-balance sheet items in accordance of the
aforesaid Decision. The Bank applies the methodology consistently, reviews it at
least annually and adjusts it to the results of such reviews, as appropriate. The
Bank also adjusts the assumptions underlying the methodology.

The Guidelines on the Manner of Recording Reserves for Estimated Credit Losses,
Impairment Allowances and Written-Off Balance Sheet Items upon Determining
Opening Balances in Banks’ Books of Account for 2013 govern the following:
 DFFRXQWLQJIRUUHFHLYDEOHVFODVVLÀHGLQWRFDWHJRU\(²ORVV
 calculation and accounting for interest accrued on bad assets;
 accounting for reserves for potential losses per regulatory requirements and
impairment allowances per IAS;
 recording reserves for potential losses in accordance with the Decision upon
transition to the new chart of accounts (opening balance of the balance
VKHHW²VWDWHPHQWRIÀQDQFLDOSRVLWLRQ 
 recording impairment allowances upon transition to the new chart of accoXQWV RSHQLQJEDODQFHRIWKHEDODQFHVKHHW²VWDWHPHQWRIÀQDQFLDOSRVLWLRQ 
 calculation and accounting for impairment allowance per IAS and reserves
SHU'HFLVLRQDVRI-DQXDU\ LQWKHVWDWHPHQWRIÀQDQFLDOSRVLWLRQDQG
income statement).
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2. BASIS OF PREPARATION AND PRESENTATION OF THE FINANCIAL STATEMENTS (Continued)
,Q DFFRUGDQFH ZLWK WKH JXLGHOLQHV WKH %DQN UHFODVVLÀHG EDODQFH VKHHW DQG RII
balance sheet items, calculated impairment allowances per IAS and regulatory
reserves, and charged the net effects of the changes in in estimates to the other
reserves within equity. In accordance with the aforecited regulatory requirements,
the Bank did not adjust income statement of the comparative period.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES



3.1.
Interest, Fee
and Commission
Income and
Expense
Recognition

Interest income and interest expense are recognized in the income statement for
all instruments at amortized cost using the effective interest rate method.

The effective interest rate method is a method of calculating the amortized cost
RIDÀQDQFLDODVVHWRUÀQDQFLDOOLDELOLW\DQGDOORFDWLQJLQWHUHVWLQFRPHRULQWHUHVW
expense over the relevant period. The effective interest rate is the rate that discounts estimated future cash payments or receipts through the expected life of the
ÀQDQFLDOLQVWUXPHQWRUZKHUHDSSURSULDWHDVKRUWHUSHULRGWRWKHSUHVHQWYDOXH
RIÀQDQFLDODVVHWVRUÀQDQFLDOOLDELOLWLHV:KHQFDOFXODWLQJWKHHIIHFWLYHLQWHUHVW
UDWHWKH%DQNHVWLPDWHVFDVKÁRZVFRQVLGHULQJDOOFRQWUDFWXDOWHUPVRIÀQDQFLDO
instrument (e.g. prepayment options) but does not consider future credit losses
arising from credit risk. The calculation includes all fees and commissions paid or
received between parties to the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums or discounts.

Income from fees and commissions for other banking services (payment transactions, custody services, card transactions) are generally recognized on accrual basis
in the period when the services are performed. Fees for unused loan facilities are
deferred together with related expenses and recognized as loan effective interest
rate adjustments.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.2.
Foreign
Exchange
Translation

Transactions denominated in foreign currencies are translated into EUR at the
RIÀFLDO H[FKDQJH UDWHV SUHYDLOLQJ DW WKH ,QWHUEDQN )RUHLJQ ([FKDQJH 0DUNHW DW
each transaction date. Assets and liabilities denominated in foreign currencies are
WUDQVODWHGLQWR(85E\DSSO\LQJWKHRIÀFLDOPLGGOHH[FKDQJHUDWHVSUHYDLOLQJDWWKH
VWDWHPHQWRIÀQDQFLDOSRVLWLRQGDWH
Net foreign exchange gains or losses arising upon the translation of transactions,
and the assets and liabilities denominated in foreign currencies are credited or
charged to the Income statement. Commitments and contingent liabilities denomiQDWHGLQIRUHLJQFXUUHQFLHVDUHWUDQVODWHGLQWR(85E\DSSO\LQJWKHRIÀFLDOH[FKDQge rates prevailing on the Interbank Foreign Exchange Market, at the statement of
ÀQDQFLDOSRVLWLRQGDWH

3.3.
Taxes and
Contributions

,QFRPH7D[HV
Current Income Tax



Income taxes are calculated and paid under Article 28 of the Montenegrin CorpoUDWH ,QFRPH7D[ /DZ 2IÀFLDO *D]HWWH RI 0RQWHQHJUR QR   
DQG DWWKHSURSRUWLRQDOLQFRPHWD[UDWHRIDSSOLHGWRWKH
taxable income.

7D[DEOHLQFRPHLVGHWHUPLQHGEDVHGRQWKHSURÀWVWDWHGLQWKH%DQN·VVWDWXWRU\
income statement after the adjustments of income and expenses performed in
accordance with Montenegro Corporate Income Tax Law (Articles 8 and 9, regarding the adjustment of income and Articles 10 to 20 pertaining to the adjustment
of expenses) and Central Bank of Montenegro’s Decision on the New Layout of
&KDUWRI$FFRXQWVIRU%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQR 

50% of the capital gains are included in the tax base in the year in which they are
earned. Capital losses may be offset against capital gains earned in the same year.
In case there are outstanding capital losses even after the offsetting of capital
losses against capital gains earned in the same year, these outstanding losses are
available for carryforward during the ensuing 5 years.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.3.
Summary of
VLJQLÀFDQW
accounting
policies
(Continued)

Montenegro tax regulations do not envisage that any tax losses of the current periRGEHXVHGWRUHFRYHUWD[HVSDLGZLWKLQDVSHFLÀFFDUU\EDFNSHULRG+RZHYHUDQ\
current year losses reported in the annual corporate income tax returns may be
carried forward and used to reduce or eliminate taxes to be paid in future accounWLQJSHULRGVEXWRQO\IRUGXUDWLRQRIQRORQJHUWKDQÀYH\HDUV

Deferred Income Taxes
Deferred income tax is determined using the balance sheet liability method, for the
temporary differences arising between the tax bases of assets and liabilities, and
WKHLUFDUU\LQJYDOXHVLQWKHÀQDQFLDOVWDWHPHQWV7KHFXUUHQWO\HQDFWHGWD[UDWHV
at the balance sheet date are used to determine the deferred income tax amount.
Deferred tax liabilities are recognized for all taxable temporary differences.
Deferred tax assets are recognized for the deductible temporary differences, and
the tax effects of income tax losses and credits available for carry forward, to the



H[WHQWWKDWLWLVSUREDEOHWKDWIXWXUHWD[DEOHSURÀWZLOOEHDYDLODEOHDJDLQVWZKLFK
deferred tax assets may be utilized.

Indirect Taxes, Contributions and Other Duties Payable
Indirect taxes, contributions and other duties payable include property ad other
taxes, contributions and charges payable pursuant to various republic and municipal
regulations.

3.4.
Cash and Cash
Equivalents

)RUSXUSRVHVRIWKHFDVKÁRZVWDWHPHQWFDVKDQGFDVKHTXLYDOHQWVLQFOXGHFDVKRQ
hand, balances on the current account held with the Central Bank of Montenegro,
including the obligatory reserve, and balances held on the accounts with other
banks in the country and abroad.

3.5.
Securities
Available For
Sale

Securities available for sale comprise equity instruments of other legal entities and
debentures.

Subsequent to initial recognition, securities available for sale are stated at fair
value. The fair value of securities quoted on the stock exchange is based on
current bid prices. Unrealized gains and losses from securities available for sale
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.5.
Securities
Available For
Sale
(Continued)

are recorded within revaluation reserves, until such security is sold, collected or
realized in any other way or until such security has been permanently impaired.

Interest income on debt securities is calculated and recognized on a monthly basis.
Dividends from securities available for sale are recognized in the income statement
when the right to such receivable has been established.

Loans originated by the Bank are recorded in the books of account at the moment
RIWKHWUDQVIHURIIXQGVWRWKHORDQEHQHÀFLDU\ERUURZHU


Loans

/RDQVRULJLQDWHGE\WKH%DQNDUHVWDWHGLQWKHVWDWHPHQWRIÀQDQFLDOSRVLWLRQLQ
the amount originally approved, increased by interest and net of principal repaid
and an allowance for impairment which is based on the management’s estimate
RIWKHVSHFLÀFDOO\LGHQWLÀHGULVNH[SRVXUHVLQKHUHQWLQWKH%DQN·VORDQSRUWIROLR

3.7.
Provisions and
Impairment
Allowance of
Irrecoverable
Receivables

The Central Bank of Montenegro Decision on the Minimum Standards for Credit
5LVN0DQDJHPHQWLQ%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQRDQG
 GHÀQHVHOHPHQWVRIFUHGLWULVNPDQDJHPHQWPLQLPXPFULWHULDDQGPDQQHU
RIFODVVLÀFDWLRQRIDVVHWVDQGRIIEDODQFHVKHHWLWHPVLQUHVSHFWRIZKLFKWKH%DQN
is exposed to credit risk and the manner of determining reserves for potential
losses arising from the Bank’s credit risk exposure. Within the meaning of the
aforesaid Decision, the Bank’s risk-weighted assets comprise loans, interest, fees
and commissions, lease receivables, deposits held with other banks and advances
as well as all other asset items where the Bank is exposed to default risk, and,
on the other hand, guarantees issued, other sureties, opened letters of credit,
approved and unused loans and other off-balance-sheet items representing the
Bank’s contingent liabilities.

The Bank is obligated to assess balance sheet assets and off-balance sheet items
for impairment at least on a monthly basis, where balance sheet items are
assessed for impairment whereas for off-balance sheet items probable losses are
HVWLPDWHG$OOWKHVHLWHPVDUHWREHFODVVLÀHGLQDSSURSULDWHFODVVLÀFDWLRQJURXSV
in accordance with the effective Decision on the Minimum Standards for Credit
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.7.
Provisions and
Impairment
Allowance of
Irrecoverable
Receivables
(Continued)

5LVN0DQDJHPHQWLQ%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQRDQG
 ,QDGGLWLRQWKH%DQNLVXQGHUREOLJDWLRQWRGHWHUPLQHDPHWKRGRORJ\IRU
assessment of impairment of balance sheet assets and probable losses per offbalance sheet items in accordance with IAS 39

Calculation of Provisions for Potential Losses:
Pursuant to the Decision on the Minimum Standards for Credit Risk Management
LQ%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQRDQG WKH%DQN
implemented the following percentages and numbers of days in default per risk
category in calculation of provisions:
As at December 31, 2013



Risk
Category

Provisioning %

Number of days past due

A

-

<30

B1

2



B2

7



C1

20

91-150

C2

40

151-270

D

70



E

100

!

Pursuant to the internal policy, the Bank forms provisions for loans credit cards,
approved current account overdraft facilities, guarantee protests, commissions
per retail customer accounts and balances sheet assets of the Bank exposed to
credit risk as well as off-balance sheet exposures that may be exposed to risk.

Calculation of Impairment Allowance (for Balance Sheet Assets)
and Estimate of the Probable Losses (for Off-Balance Sheet Items)
The Bank reviews receivables and other investments in order to determine
impairment allowance on a quarterly basis. In determining whether the
impairment losses on receivables and investments should be recognized in the
LQFRPH VWDWHPHQW WKH %DQN DVVHVVHV ZKHWKHU WKHUH LV LQIRUPDWLRQHYLGHQFH
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.7.
Provisions and
Impairment
Allowance of
Irrecoverable
Receivables
(Continued)

indicative of the existence of a measurable decrease in the estimated future cash
ÁRZV RQ D SRUWIROLR OHYHO EHIRUH VXFK ORVVHV FDQ EH LGHQWLÀHG DW DQ LQGLYLGXDO
level. Information indicating impairment losses include: irregularity and default
in liability settlement, local market and economic conditions which cause delays
in payment etc. Management’s estimates of impairment of receivables and other
LQYHVWPHQWVXVLQJWKHHVWLPDWHGIXWXUHFDVKÁRZVDUHEDVHGRQDFWXDOKLVWRULFDO
ORVVHVLQFXUUHGRQÀQDQFLDODVVHWVZLWKVLPLODUULVNH[SRVXUHDQGVLPLODULPSDLUPHQW
FDXVHV7KHPHWKRGRORJ\DQGDVVXPSWLRQVXQGHUO\LQJWKHSURFHVVRIGHÀQLQJWKH
DPRXQWVDQGSHULRGVRIFDVKLQÁRZVIURPLQYHVWPHQWVDUHUHYLHZHGRQDQRQJRLQJ
basis in order to minimize the difference between the estimated and actual losses.

Impairment assessment is performed on an individual level and on a group level.

Individual Impairment Assessment



Impairment assessment is performed on an individual level for each materially
VLJQLÀFDQWORDQWKHUHE\WDNLQJLQWRFRQVLGHUDWLRQWKHERUURZHU·VÀQDQFLDOSRVLWLRQ
sustainability of the borrower’s business plan, borrower’s ability to improve
SHUIRUPDQFHLQLQVWDQFHVRIÀQDQFLDOGLIÀFXOWLHVSURMHFWHGUHYHQXHVDYDLODELOLW\
RIRWKHUW\SHVRIÀQDQFLDOVXSSRUWYDOXHRIFROODWHUDOVWKDWPD\EHIRUHFORVHGDQG
H[SHFWHGFDVKÁRZV,IQHZLQIRUPDWLRQEHFRPHVDYDLODEOHWKDWVLJQLÀFDQWO\DOWHU
the creditworthiness of the borrower, collateral value and certainty of liability
settlement, ad hoc impairment assessment of such loans is performed

0DWHULDOO\VLJQLÀFDQWUHFHLYDEOHVDUHFRQVLGHUHGWREHWRWDOJURVVH[SRVXUHVRIWKH
Bank toward a single entity or a group pf related entities equal to or exceeding
EUR 30,000.
$OOERUURZHUVORDQVPHHWLQJWKHIROORZLQJWKUHHFULWHULDDUHVXEMHFWWRLQGLYLGXDO
assessment for impairment (automatically):
1. total gross exposure of the Bank toward a single entity or a group pf related
entities is equal to or exceeds EUR 30,000;
2. default of over 90 days; and
3. receivables matured exceed EUR 20 and EUR 200 for retail and corporate
customers, respectively.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.7.
Provisions and
Impairment
Allowance of
Irrecoverable
Receivables
(Continued)

,Q DGGLWLRQ DOO ERUURZHUV ZLWK REMHFWLYH SRVVLELOLW\ RI LPSDLUPHQW RI ÀQDQFLDO
instruments are also subject to individual assessment for impairment. Individual
impairment allowance is determined based on the net present value of the future
FDVKLQÁRZVDQGHVWLPDWHGFROOHFWLRQIURPFROODWHUDOIRUHFORVXUH

The amount of the expected impairment loss of the outstanding unsettled
exposure is equal to the gross (balance sheet) exposure less expected future cash
ÁRZV GLVFRXQWHG XVLQJ WKH RULJLQDO FRQWUDFWXDO HIIHFWLYH LQWHUHVW UDWH IRU FDVK
ÁRZVRIRYHUPRQWKV GHFUHDVHGE\WKHDPRXQWRIPRUWJDJHDQGKDLUFXW DOVR
discounted using the original contractual effective interest rate over a 5-year
period). In instances of individual impairment allowances, the base represents the
total sum of the balance sheet receivables (matured and outstanding principal,
matured interest, etc.).



Group-Level Impairment Assessment
Impairment assessment is performed on a group (portfolio) level for individually
OHVVVLJQLÀFDQWORDQVDQGIRUWKRVHLQGLYLGXDOO\VLJQLÀFDQWORDQVZKHUHWKHUHLVQR
objective evidence of individual impairment.
Group assessment for impairment is performed on a quarterly basis per groups
formed based on the internally adopted methodology, the basis of which is the
system of internal credit rating. Group impairment percentages are calculated
based on risk category migrations to the default status per type of borrower or
product. The migration percentages obtained are adjusted for the amounts of
receivables collected.

Group assessment for impairment is divided into four categories for corporate
customers and three categories for retail customers (cash loans, consumer loans
DQG KRXVLQJ ORDQV  $W WKH JURXS OHYHO ORDQV DQG DGYDQFHV DUH FODVVLÀHG LQWR
FHUWDLQLQWHUQDOULVNFODVVHVSHUORDQDFFRXQWVXEDFFRXQWDFFRUGLQJWRWKHQXPEHU
of days past due.

As the bases for calculating provisions for credit losses per credit products,
receivables are decreased by the amount of deposits and guarantees issued in
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.7.
Provisions and
Impairment
Allowance of
Irrecoverable
Receivables
(Continued)

IDYRURIWKH%DQNE\DÀUVWFODVVEDQNRUWKHVWDWHDVZHOODVE\WKHDPRXQWRI
mortgages with hair-cut by 30% and discounted using the effective interest rate for
the particular loan over a 5-year period.

Impairment of loans reduces the value of loans and is recognized as expense within
the income statement.

7KH DPRXQWV RI WKH H[SHFWHG FDVK LQÁRZV SHU ORDQ DUH HVWLPDWHG EDVHG RQ WKH
SURRIRISURMHFWHGUHYHQXHVRIWKHERUURZHUDQGLQFDVHWKHVHDUHLQVXIÀFLHQW
FDVKÁRZVIURPFROODWHUDOIRUHFORVXUHDUHHVWLPDWHG(VWLPDWHVRIWKHQXPEHURI
days past due in collection of a certain receivable from the borrower is determined
by considering all the relevant indicators on the time of realization of the projected
revenues of the borrower and historical data on the borrower’s default.


As a hedge against credit risk exposure, in addition to the regular monitoring of the
borrower business operations, the Bank obtains security instruments (collaterals)
to securitize the collection of receivables and minimize credit risk. Depending
on the estimated possibilities for settlement of the contractual liabilities, the
%DQN GHÀQHV WKH H[WHQW RI WKH VHFXULWL]DWLRQ RI WKH ORDQ VR WKDW LQ WKH HYHQW
of the borrower’s default, the Bank could actually collect its receivables through
collateral foreclosure. The quantity and type of collateral required is dependent
on the credit risk estimate.
Properties, goods, equipment and other movables subject to pledge liens must be
insured by an insurance company acceptable to the Bank, and insurance policies
must be endorsed in favor of the Bank. The Bank monitors the market value of
collaterals and, if necessary, it may demand additional collateral in accordance
with the relevant loan agreement executed.

3.8.
Securities Held
to Maturity

+HOGWRPDWXULW\ LQYHVWPHQWV DUH QRQGHULYDWLYH ÀQDQFLDO DVVHWV ZLWK À[HG RU
GHWHUPLQDEOHSD\PHQWVDQGÀ[HGPDWXULW\WKDWDQHQWLW\KDVWKHSRVLWLYHLQWHQWLRQ
DQGDELOLW\WRKROGWRPDWXULW\,QFDVHWKH%DQNVHOOVDVLJQLÀFDQWDPRXQWRIKHOG
WRPDWXULW\LQYHVWPHQWVWKHHQWLUHFDWHJRU\LVUHFODVVLÀHGWRVHFXULWLHVDYDLODEOH
for sale.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.8.
Securities Held
to Maturity
(Continued)

After initial recognition, held-to-maturity securities are stated at amortized cost
using the effective interest method net of impairment allowance, i.e. impairment
losses. Amortized cost is calculated taking into account any discounts or premiums
upon acquisition or over the maturity period.

Interest income from such instruments is calculated using the effective interest
method and presented within interest income.



3.9.
Property
(Business
Premises),
Equipment
and Intangible
Assets

%XVLQHVVSUHPLVHVDQGRWKHUÀ[HGDVVHWVDUHWKRVHDVVHWVZKRVHXVHIXOOLYHVH[FHHG
one year. As at December 31, 2013 business premises, other property, equipment and
LQWDQJLEOHDVVHWVZHUHVWDWHGDWFRVWOHVVDFFXPXODWHGGHSUHFLDWLRQDPRUWL]DWLRQ
Cost represents prices billed by suppliers plus all costs incurred in bringing the
respective asset to the location and condition necessary for its intended use.
Subsequent expenses: replacement of parts of equipment (installation of new
spare parts), overhauls and general repairs of business premises are recognized as
increases in the carrying value of business premises and equipment if it is probable
WKDWWKHIXWXUHHFRQRPLFEHQHÀWVZLOOÁRZWRWKH%DQNDQGLIVXFKFRVWVFDQEH
measured reliably.
Regular maintenance of equipment: replacement and installation of small spare
parts and consumable materials and daily repairs are expensed as incurred.

Gains or losses arising on the sale or disposal of business premises and equipment
are determined as the difference between the sales price and the current carrying
value of business premises and equipment, and are recognized in the income
statement of the period in which the sale or disposal occurred.

Intangible assets comprise software and licenses. Intangible assets acquired
are capitalized at cost. Subsequently, such assets are measured at cost, less
accumulated amortization and accumulated impairment losses, if any.

&RVWVGLUHFWO\UHODWHGWRFHUWDLQVRIWZDUHZKLFKZLOOJHQHUDWHHFRQRPLFEHQHÀWV
over a period exceeding one year are recognized as intangible assets. Costs of
maintenance and development of new software are recorded as expenses as
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
incurred.

'HSUHFLDWLRQDPRUWL]DWLRQLVSURYLGHGRQDVWUDLJKWOLQHEDVLVDSSO\LQJWKHIROORZLQJ
GHSUHFLDWLRQDPRUWL]DWLRQUDWHVWRWKHFRVWRIEXVLQHVVSUHPLVHVHTXLSPHQWDQG
intangible asset in order to write them off over their expected useful lives. The
GHSUHFLDWLRQDPRUWL]DWLRQUDWHVLQXVHDUHDVIROORZV

Major groups of assets

'HSUHFLDWLRQ$PRUWL]Dtion rates (%)

Rates recognized for
tax purposes (%)

Buildings

2.00

5.00

Vehicles

15.00

15.00

Furniture and other equipment

15.00 – 20.00

20.00

Computer equipment

33.33

30.00

Software

20

30.00

7RROVDQGÀ[WXUHV

50

100.00

7KHFDOFXODWLRQRIGHSUHFLDWLRQDPRUWL]DWLRQRIEXVLQHVVSUHPLVHVHTXLSPHQWDQG

3.10.
The Bank’s
Equity

intangible assets commences upon asset’s placement in use.

The Bank’s equity includes share capital, share premium, the Bank’s reserves, as
well as retained earnings (accumulated losses).

The shareholders’ equity of the Bank includes assets invested by the founders
and shareholders of the Bank in the monetary or non-monetary form. The Law
on Securities sets forth that securities shall be dematerialized and shall exist in
an electronic form in the system of the Central Depositary Agency. The excerpt
obtained from the Registry of the Central Depositary Agency is the only and
exclusive proof of ownership over securities.

7D[HVDQG&RQWULEXWLRQVIRU6RFLDO6HFXULW\RI(PSOR\HHV
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.11.
Employee
%HQHÀWV

Pursuant to the regulations effective in Montenegro, the Bank has an obligation to
pay contributions to various state social security funds. These obligations involve
the payment of contributions on behalf of an employee, by the employer, in
DPRXQWVFDOFXODWHGE\DSSO\LQJWKHVSHFLÀFOHJDOO\SUHVFULEHGUDWHV7KH%DQNLV
also legally obligated to withhold contributions from gross salaries to employees,
and on their behalf to transfer the withheld portions directly to the appropriate
government funds. These contributions payable on behalf of the employee and
employer are charged to expenses in the period in which they arise.

5HWLUHPHQW%HQHÀWVRU2WKHU/RQJ7HUP(PSOR\HH%HQHÀWV
In accordance with the Industry Collective Bargaining Agreement, the Bank is
70

3.12.
Fair Value

XQGHUREOLJDWLRQWRSD\UHWLUHPHQWEHQHÀWVWRDQHPSOR\HHXSRQKLVKHUUHJXODU
UHWLUHPHQWLQWKHDPRXQWRIQHWDYHUDJHVDODULHVHDUQHGE\WKH%DQN·VHPSOR\HHV
LQ WKH PRQWK SUHFHGLQJ WKH PRQWK RI EHQHÀW SD\PHQW 7KH %DQN·V ÀQDQFLDO
statements as of and for the year ended December 31, 2013 include provisions
FDOFXODWHG E\DQLQGHSHQGHQW FHUWLÀHGDFWXDU\EDVHGRQWKHHVWLPDWHG SUHVHQW
YDOXH RI DVVHWV WR EH XVHG IRU UHWLUHPHQW EHQHÀWV SD\DEOH WR HPSOR\HHV XSRQ
IXOÀOOPHQWRIWKHUHWLUHPHQWFULWHULD
In accordance with International Financial Reporting Standards, the fair value of
ÀQDQFLDO DVVHWV DQG OLDELOLWLHV VKRXOG EH GLVFORVHG LQ WKH QRWHV WR WKH ÀQDQFLDO
VWDWHPHQWV)RUWKHVHSXUSRVHVWKHIDLUYDOXHLVGHÀQHGDVDQDPRXQWDWZKLFK
an asset can be exchanged, or a liability settled, between knowledgeable willing
parties in an arm’s-length transaction. The Bank should disclose the fair value
information of those components of assets and liabilities for which published
market information is readily available, and for which their fair value is materially
different from their recorded amounts.

,Q 0RQWHQHJUR VXIÀFLHQW PDUNHW H[SHULHQFH VWDELOLW\ DQG OLTXLGLW\ GR QRW H[LVW
IRUWKHSXUFKDVHDQGVDOHRIUHFHLYDEOHV LQYHVWPHQWV DQGRWKHUÀQDQFLDODVVHWV
or liabilities, for which published market information is presently not available.
Therefore, fair value cannot readily be determined in the absence of active capital
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.12.
Fair Value
(Continued)

DQG ÀQDQFLDO PDUNHWV DV JHQHUDOO\ UHTXLUHG XQGHU WKH SURYLVLRQV RI ,)56,$6
According to the opinion of the Bank’s management, the reported carrying amounts
are the most valid and useful reporting values under the present market conditions
and accounting regulations of Montenegro and Central Bank’s regulations governing
WKHÀQDQFLDOUHSRUWLQJRIEDQNV
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4. RESTATEMENT OF THE FINANCIAL STATEMENTS FOR FY 2012

The Bank made certain adjustments to the balance sheet and off-balance sheet
LWHPV VWDWHG DV RI 'HFHPEHU   DV ZHOO DV UHFODVVLÀFDWLRQV WR WKH VWDWHPHQWRIÀQDQFLDOSRVLWLRQEDODQFHVKHHWDQGLQFRPHVWDWHPHQWIRUWKHSXUSRVHRI
FRPSDUDELOLW\WRWKHÀQDQFLDOVWDWHPHQWVIRU)<PRGLÀHGDVIURP-DQXDU\
1, 2013 in accordance with the new Decision on the Contents, Terms and Method
RI3UHSDUDWLRQDQG6XEPLVVLRQRI)LQDQFLDO6WDWHPHQWVRI%DQNV 2IÀFLDO*D]HWWH
RI0RQWHQHJURQRDQG 'HFLVLRQRIWKH&KDUWRI$FFRXQWVIRU%DQNV
2IÀFLDO*D]HWWHRI0RQWHQHJURQR 'HFLVLRQRQWKH0LQLPXP6WDQGDUGVIRU
&UHGLW5LVN0DQDJHPHQWLQ%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQR
DQG   DQG WKH *XLGDQFH RQ WKH 0DQQHU RI 5HFRUGLQJ /RDQ /RVV 3URYLVLRQV
Value Adjustments and Written Off Items of the On-Balance Sheet Assets When
'HWHUPLQLQJ2SHQLQJ%DODQFHLQ%DQNV·%XVLQHVV%RRNVIRU 2IÀFLDO*D]HWWHRI
0RQWHQHJURQR DVGLVFORVHGLQ1RWHDQGWKHIROORZLQJWDEOHV
72
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Income statement*)
Year Ended December 31, 2012
(Thousands of EUR)

2012 prior to
Adjustment

Adjustments

2012
Restated

Interest income

11,915

(198)

11,717

Interest expenses

(4,312)

-

(4,312)



(198)

7,405

-

18

18



480

(1,171)

-





Fee and commission income

4,045

-

4,045

Fee and commission expenses

(751)

-

(751)

NET FEE AND COMMISSION INCOME

3,294

-

3,294

NET INTEREST INCOME

Dividend income
Impairment losses
Provisions

73

Net gains on investment securities



-



Foreign exchange gains, net

281

-

281

Staff costs

(3,828)

(14)

(3,842)

General and administrative expenses

(3,548)

-

(3,548)

'HSUHFLDWLRQDPRUWL]DWLRQFKDUJH

(804)

-

(804)

Other expenses

(53)

-

(53)

Other income



(18)

345

(7,453)

(32)

(7,485)

1,793

-

1,793



-





-



OPERATING PROFIT

Income taxes

PROFIT FOR THE YEAR

*Forms in accordance with the new Chart of Accounts in accordance with the
&HQWUDO%DQN·V'HFLVLRQRIWKH&KDUWRI$FFRXQWVIRU%DQNV 2IÀFLDO*D]HWWHRI
0RQWHQHJURQR  
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4. RESTATEMENT OF THE FINANCIAL STATEMENTS FOR FY 2012
(Continued)

6WDWHPHQWRIÀQDQFLDOSRVLWLRQ
As of december 31, 2012
(Thousands of EUR)
December
31, 2012

Adjustments



(25,150)

December 31,
2012
Restated

ASSETS
Cash and deposit accounts held with central banks
Loans and receivables due from banks



-

24,595

24,595

113,512



119,374

- available for sale

239

-

239

- held to maturity



-



8

-

8

1,740

(151)

1,589

Intangible assets



151



Deferred tax assets

10

-

10

Loans and receivables due from customers
Investment securities

Investments in associates and joint ventures
at equity method
Property and equipment
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2WKHUÀQDQFLDOUHFHLYDEOHV

-

515

515

Other operating receivables

5,785



725

173,777



174,539

-

733

733

Deposits due to customers

118,200

720

118,920

Borrowings from banks

21,157



17,495

Borrowings from customers

TOTAL ASSETS
LIABILITIES
Deposits due to banks



3,815



Provisions

954

(102)

852

Current tax liabilities



(14)

202

Deferred tax liabilities

-

-

-

5,447

(2,449)

2,998



(959)

148,077

Share capital



-



Share issue premium

7,444

-

7,444

Accumulated losses



-





-



Other reserves

(20)

1,721

1,701

TOTAL EQUITY

24,741

1,721



TOTAL EQUITY AND LIABILITIES

173,777



174,539

Other liabilities
TOTAL LIABILITIES
EQUITY

3URÀWIRUWKH\HDU
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December
31, 2012

Transfer to
the Balance
Sheet

Transfer to
the Internal
Records

Guarantees, sureties and commitments

41,331

-

-

41,331

Collaterals received



-

-



OFF-BALANCE SHEET ITEMS

Consignment operations

December 31,
2012
Restated

131

-

-

Written-off loans

2,024

(1,374)



Other written-off assets

79,849

-

-

Written-off and suspended interest

1,444

(81)

(393)

970

(490,021)

1,455

1,043

(487,523)

Off-balance sheet liabilities

131
79,849

*Forms in accordance with the new Chart of Accounts in accordance with the CenWUDO%DQN·V'HFLVLRQRIWKH&KDUWRI$FFRXQWVIRU%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQR 
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5. FINANCIAL INSTRUMENTS

5.1.
Risk
Management

,QLWVRSHUDWLRQVWKH%DQNLVH[SRVHGWRYDULRXVULVNVWKHPRVWVLJQLÀFDQWRIZKLFK
are the following:
 FUHGLWULVN
 PDUNHWULVN
 OLTXLGLW\ULVN
 RSHUDWLRQDOULVN

The risk management procedures are designed to identify and analyze risks, to
GHÀQHOLPLWVDQGFRQWUROVUHTXLUHGIRUULVNPDQDJHPHQWDQGWRPRQLWRUWKH%DQN·V
exposure to each individual risk. The risk management procedures are subject to
regular review in order to allow adequate response to the changes in the market,
products and services.

The Risk Management Department is responsible for monitoring the Bank’s exposures



to certain risks, which is reported to the Board of Directors on a monthly basis. In
addition, monitoring of the Bank’s exposures to certain risks is the responsibility
of Credit Risk Management Committee, Operational Risk Management Committee
and Asset and Liability Management Committee (ALCO).

5.2.
Credit Risk

The Bank is exposed to credit risk which is a risk that counterparty will be unable
to settle liabilities to the bank in full and as due. The Bank makes provisions for
LPSDLUPHQWORVVHVUHODWHGWRWKHORVVHVLQFXUUHGDVDWWKHVWDWHPHQWRIÀQDQFLDO
SRVLWLRQGDWH6LJQLÀFDQWFKDQJHVLQWKHHFRQRP\DQGFHUWDLQLQGXVWULHVFRPSULVLQJ
the Bank’s loan portfolio could result in the losses different from losses that gave
ULVH WR SURYLVLRQV IRUPHG DV DW WKH VWDWHPHQW RI ÀQDQFLDO SRVLWLRQ GDWH +HQFH
the bank’s management manages credit risk exposure observing the prudency
principle.

5.2.1.
Credit Risk
Management

&UHGLWULVNH[SRVXUHLVDULVNRIDÀQDQFLDOORVVUHVXOWLQJIURPWKHERUURZHU·VLQDELOLW\
to meet all the contractual obligations toward the Bank. The bank manages the
risk assumed by setting limits in respect of large loans, single borrowing entities
and groups of related borrowing entities. Such risks are monitored and reviewed
RQDQRQJRLQJEDVLV$OOORDQVH[FHHGLQJWKHGHÀQHGOLPLWVDUHWREHDSSURYHGE\
the Credit Risk Management Committee.
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.1.
Credit Risk
Management
(Continued)

Industry loan concentrations are continuously monitored as in accordance with the
limits prescribed by the Central Bank of Montenegro.

Risk exposure per single borrowing entity, including other banks and broker-dealer
companies, is further limited by determining sub-limits relative to the balance
sheet and off-balance sheet exposures. Actual exposure relative to the limits
GHÀQHGLVVXEMHFWWRUHJXODUPRQLWRULQJ

Credit risk exposure is managed by means of regular analyses of the ability of
borrowers and potential borrowers to discharge principal and interest repayment
liabilities.

/RDQ5HODWHG&RPPLWPHQWVDQG&RQWLQJHQW/LDELOLWLHV
The primary purpose of these instruments is to ensure that funds are available to
a customer as required. Guarantees and letters of credit represent irrevocable
assurances that the Bank will make payments in the event that a customer cannot
meet its obligations to third parties, and therefore carry the same credit risk as
loans. Documentary and commercial letters of credit, which represent written
undertakings of the Bank on behalf of a customer authorizing a third party to draw
ELOOVRIH[FKDQJHRQWKH%DQNXSWRWKHDPRXQWDJUHHGXQGHUVSHFLÀFWHUPVDUH
securitized by the underlying deliveries of goods that they relate to and therefore
carry less risk than loans.
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.2.
Provisions for
Impairment
Losses in
Accordance
with
Requirements
of IAS 39

$V RI WKH VWDWHPHQW RIÀQDQFLDO SRVLWLRQ GDWH WKH %DQN DVVHVVHV ZKHWKHU WKHUH
LVDQ\REMHFWLYHHYLGHQFHWKDWDÀQDQFLDODVVHWRUDJURXSRIÀQDQFLDODVVHWVKDV
suffered impairment in accordance with IAS 39.

In line with the adopted methodology, the Bank performs individual assessment as
WR ZKHWKHU WKHUH LV REMHFWLYH HYLGHQFH RI LPSDLUPHQW RI LQGLYLGXDOO\ VLJQLÀFDQW
ÀQDQFLDODVVHWV

&DOFXODWLRQRIWKHSUHVHQWYDOXHRIWKHHVWLPDWHGIXWXUHFDVKÁRZVRIDVHFXULWL]HGÀQDQFLDODVVHWUHÁHFWVFDVKÁRZVWKDWPD\UHVXOWIURPFROODWHUDOIRUHFORVXUH
decreased by costs of collateral acquisition and sales, whether the foreclosure be
probable or not.

)RUWKHSXUSRVHRIFROOHFWLYHLPSDLUPHQWDVVHVVPHQWÀQDQFLDODVVHWVWKDWDUHQRW
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LQGLYLGXDOO\VLJQLÀFDQWDUHJURXSHGEDVHGRQVLPLODUFUHGLWULVNIHDWXUHV

5.2.3.
Maximum
Credit Risk
Exposure per
Balance Sheet
and Off-Balance
Sheet Items





Loans and receivables due from banks



24,595

Loans and receivables due from clients

120,275

118,270

Interest and other receivables



993

Factoring

1,394

111

Securities available for sale

7,720

239

Securities held to maturity

10,842



192,988

150,713

Payment guaranties

34,372

30,849

Performance guaranties

5,975

5,509

827





4,972

49,439



242,427



Balance sheet items

Off balance sheet items

Unsecured letters of credit
Undrawn loan facilities

Total credit risk exposure
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.3.
Maximum
Credit Risk
Exposure per
Balance Sheet
and Off-Balance
Sheet Items
(Continued)

Exposure to credit risk is partially controlled by obtaining collateral and guaranties of legal entities and individuals.

Types of collaterals are as follows:

 deposits;
 pledge liens instituted over industrial machinery, securities, inventories and
vehicles;
 PRUWJDJHVDVVLJQHGRYHUSURSHUW\DQGÀGXFLDU\WUDQVIHURIRZQHUVKLS
 bills of exchange;
 collection authorizations;
 garnishments and injunctions;
 guarantors;
 insurance policies; and

79

 guarantees.
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances

/RDQVDQGDGYDQFHVDUHSUHVHQWHGLQWKHIROORZLQJWDEOHV

/RDQVDQG
DGYDQFHV
WREDQNV

3DVW'XH
EXWQRW
,PSDLUHG

,QGL
YLGXDOO\
,PSDLUHG

7RWDO
Gross

Current account
overdrafts

588

52

-



Customer loans

15,554

140





Credit cards



31

4



Special purpose
loans

729

131

1



Other retail loans
secured by mortgages

13,737





15,989

Loans to micro
and small enterprises



872

8,133

Loans to medium
and large enterprises

30,290



Loans to Government and municipalities



/RDQVWRÀQDQFLDO
institutions
Loans and advances to banks

,QGLYLGXDO *URXS,P 7RWDO,P
,PSDLUPHQW SDLUPHQW SDLUPHQW
$OORZDQFH $OORZDQFH
$OORZ
ance

7RWDO
1HW

December 31,
2013

80

(42)

(42)

598

(408)

(408)





(48)



(152)

(152)

709

(488)

(502)

(990)

14,999

55,477

(1,585)

(732)

(2,317)









(450)



33,100

-

180



(4)



(10)



452

2

210



(210)

(7)

(217)

447

-

-

-

-

-

-

-

-

109,281

2,234

13,420

124,935

(2,315)

(2,345)



120,275
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-

(2)

5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances
(Continued)
/RDQVDQG
DGYDQFHV
WREDQNV

3DVW'XH
EXWQRW
,PSDLUHG

,QGL
YLGXDOO\
,PSDLUHG

7RWDO
Gross

,QGLYLGXDO *URXS,P 7RWDO,P
,PSDLUPHQW SDLUPHQW SDLUPHQW
$OORZDQFH $OORZDQFH
$OORZ
ance

7RWDO
1HW

Current account
overdrafts





-

397

-

(24)

(24)

373

Customer loans



385

77

13,152

(1)

(320)

(321)

12,831

December 31,
2012

81

Credit cards



28





(34)

(38)



Special purpose
loans

1,441



(222)

(222)

1,387

Other retail loans
secured by mortgages

11,808

258

977

13,043

(323)

(378)

(701)

12,342

Loans to micro
and small enterprises



1,379

-



(750)

(1,258)

(2,008)



Loans to medium
and large enterprises



1,578

3,825



-

(384)

(384)

31,978

Loans to Government and municipalities

1,147

357

-

1,504

-

(15)

(15)

1,489

/RDQVWRÀQDQFLDO
institutions

803

-

221

1,024

(200)

(13)

(213)

811

Loans and advances to banks

-

-

-

-

-

-

-

-

112,901

4,189





(1,278)





118,270

(4)



/RDQVDQGDGYDQFHVQHLWKHUSDVWGXHQRULPSDLUHGLQDQGDUHFODVVLÀHG
as ‘good assets.’
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances
(Continued)

D  

/RDQVDQG$GYDQFHV3DVW'XHEXWQRW,QGLYLGXDOO\,PSDLUHG

8SWR
GD\V
SDVWGXH

)URP
WRGD\V
SDVWGXH

)URP
WRGD\V
SDVWGXH

)URP
WR
GD\V
SDVWGXH

)URP
WRGD\V
SDVWGXH

)URP
WR\HDUV
SDVWGXH

7RWDO

Current account overdrafts

15

4

4

4

8

17

52

Customer loans

58

35

-

21

14

12

140

Credit cards

1

2

2

3

10

13

31

Special purpose loans

4

8

-



33

71

132

Other retail loans secured by mortgages

29

35

-

18

28





Loans to micro and
small enterprises

379

395

-

45

15

37

871

Loans to medium and
large enterprises



110

-

-

-

-



Loans to Government
and municipalities

-

-

-

-

-

-

-

/RDQVWRÀQDQFLDO
institutions

2

-

-

-

-

-

2

1,138

589



107

108



2,234

December 31, 2013

82
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances
(Continued)

8SWR
GD\V
SDVWGXH

)URP
WRGD\V
SDVWGXH

)URP
WRGD\V
SDVWGXH

)URP
WR
GD\V
SDVWGXH

)URP
WRGD\V
SDVWGXH

)URP
WR\HDUV
SDVWGXH

7RWDO

Current account overdrafts

2

2

1

5



20



Customer loans

327



-

23

9

-

385

Credit cards

5

2

3

7

11

-

28

Special purpose loans

107

18

-

19

24

-



Other retail loans secured by mortgages

127

50

-

35



-

258

Loans to micro and
small enterprises

582





84





1,379

Loans to medium and
large enterprises

1,578

-

-

-

-

-

1,578

Loans to Government
and municipalities

357

-

-

-

-

-

357

/RDQVWRÀQDQFLDO
institutions

-

-

-

-

-

-

-

3,085

733

20

173

152



4,189

December 31, 2012
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances
(Continued)

84

E )DLU9DOXHRI&ROODWHUDOV
'HFHPEHU

'HFHPEHU

Deposits



20,207

Pledge liens

47,315



Mortgages





Insurance policies



28

Guarantees

9,008



Total





3DVWGXHEXWQRW
LQGLYLGXDOO\LPSDLUHG

'HFHPEHU

'HFHPEHU

Deposits

15,801

19,979

Pledge liens

45,089

70,112

Mortgages

219,124

254,313

Insurance policies



28

Guarantees

9,008

9,208

Total

289,185



,QGLYLGXDOO\LPSDLUHG

'HFHPEHU

'HFHPEHU

Deposits



228

Pledge liens



514

Mortgages

80,582

8,472

Guarantees

-

2,388

Total





As collateral, the Bank accepts mortgages over properties the fair value of which
LVGHÀQHGRQDQLQGLYLGXDOFDVHEDVLVIRUOHJDOHQWLWLHVZKLFKLVXQGHUUHPLWRIWKH
person making decision on the loan approval, whereas for private individuals, the
DPRXQWVDUHGHÀQHGGHSHQGLQJRQWKHSURGXFWW\SH3URSHUWLHVXVHGDVFROODWHUDO
are residential premises, houses and apartment buildings, commercial buildings
and business premises, as well as land depending on its location and future use.
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances
(Continued)

F 5HVWUXFWXUHG/RDQVDQG$GYDQFHV
The Bank has restructured a loan due to the deterioration in the borrower’s creditworthiness if it has:

a. Extended the principal and interest maturity,
b. Replaced the existing loan with a new one,
c. Decreased the interest rate on the loan approved i
G 0DGHRWKHUFRQFHVVLRQVWRIDFLOLWDWHWKHERUURZHU·VÀQDQFLDOSRVLWLRQ

8SRQUHVWUXFWXULQJRIWKHORDQWKH%DQNSHUIRUPVÀQDQFLDODQDO\VLVRIWKHERUURZHU
DQGDVVHVVHVLWVFDSDFLWDWHVWRUHDOL]HFDVKÁRZVQHFHVVDU\IRUWKHUHSD\PHQWRIWKH
loan principal, as well as the corresponding interest once the loan is restructured.

During 2013 the Bank restructured loans in the amount of EUR 12,081 thousand
(2012: EUR 28,071 thousand).

G &RQFHQWUDWLRQSHU*HRJUDSKLF5HJLRQV

Concentration per geographic regions of the Bank’s credit risk exposure, net of
impairment allowance, is presented in the following table:

0RQWH
QHJUR

(XUR
pean
8QLRQ

86$DQG
&DQDGD

2WKHU

7RWDO

Loans and advances to banks





3,725

1,122



Loans and advances to
customers

125,897

1,110

15



127,485

Securities available for sale

3,128

3,828

-



7,720

Securities held to maturity

10,842

-

-

-

10,842

December 31, 2013

139,927

51,723

3,740

2,349

197,739

December 31, 2012

121,783



4,538

3,723

154,700
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.4.
Loans and
Advances
(Continued)

H &RQFHQWUDWLRQSHU,QGXVWU\
Concentration per industry of the Bank’s credit risk exposure, net of impairment
allowance, is presented in the following table:

Transporta
WLRQ
6HUYLFHV
7UDIÀFDQG
7RXULVP
)LQDQFHDQG
7HOH
+RWHO
,QVXUDQFH FRPPXQLFD
0DQDJHPHQW
6HFWRU
tion

:KROHVDOH
DQG5HWDLO
DQG9HKLFOH
5HSDLUV

&RQVWUXF
WLRQ,QGXV
WU\

3RZHU
,QGXVWU\

Loans and advances to banks

12,211

-

-

-

-

-

Loans and advances to customers

1,537



7,541

43,451

4,192

-

Securities - available for sale

2,992

-

-

22

-

109

Securities held to maturity

10,842



-

-

-

-

December 31, 2013

27,582



7,541

43,473

4,192

109

December 31, 2012









3,238

11
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5. FINANCIAL INSTRUMENTS (Continued)

$GPLQLVWUD
2UHDQG
WLRQDQG6HU
6WRQH0LQLQJ YLFH,QGXVWU\

-

-

5HDO(VWDWH
Trade

$JULFXOWXUH
+XQWLQJ
and
)LVKLQJ

0DQXIDFWXU
LQJ

2WKHU

5HWDLO&OLHQWV

7RWDO

-

-

-

39,481

-


87

2,912

259

9,037

1,491

3,422

8,523

34,358

127,485

-

-

-

-

-

4,591

-

7,720

-

-

-

-

-

-

-

10,842

2,912

259

9,037

1,491

3,422

52,595

34,358

197,739

3,703

409

3,755



4,818

41,527

28,955

154,700
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5. FINANCIAL INSTRUMENTS (Continued)

5.2.5.
Off-Balance
Sheet Items

Maturities of off-balance sheet items exposing the Bank to credit risk were as
follows:
8QGUDZQ/RDQ
)DFLOLWLHV

*XDUDQ
tees

/HWWHUVRI
&UHGLW

7RWDO

Up to one year



32,028



38,951

From 1 to 5 years



8,319



10,488



40,347

827

49,439

8QGUDZQ/RDQ
)DFLOLWLHV

*XDUDQ
tees

/HWWHUVRI
&UHGLW

7RWDO

Up to one year



28,882

40

32,998

From 1 to 5 years

577



591



Over 5 years

319

-

-

319

4,972







December 31, 2013

December 31, 2012

88

5.3.
Market Risk

The Bank is exposed to market risks. Market risks arise from open positions due to
changes in interest rates, foreign currency exchange rates and prices of securities
which change according to the market volatility. Market risk exposure limits are
prescribed internally and aligned with the limits prescribed by the Central Bank of
Montenegro.

5.3.1.
Currency Risk

7KH %DQN·V ÀQDQFLDO SRVLWLRQ DQG FDVK ÁRZV DUH H[SRVHG WR WKH HIIHFWV RI WKH
changes in foreign currency exchange rates. Currency risk exposure is continuously
monitored and reconciled with the limits prescribed by the Central Bank of Montenegro.
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5. FINANCIAL INSTRUMENTS (Continued)

5.3.1.
Currency Risk
(Continued)

The Bank’s exposure to foreign currency risk as of December 31, 2013 is presented in the following table:
(85¶

86'

*%3

&+)

2WKHU

7RWDO

Assets in foreign currencies

11,049





91

11,375

Liabilities in foreign currencies



75







- December 31, 2013

(313)

(7)

1

5

(314)

- December 31, 2012

(788)

8

-

2

(778)

- December 31, 2013

-2%

-

-

-

- December 31, 2012

-3%

-

-

-

Net foreign exchange exposure:

% of the core capital:

89

Aggregate open position:
- December 31, 2013

(314)

- December 31, 2012

(778)

% of the core capital:

5.3.2.
Interest Rate
Risk

- December 31, 2013

-1.57%

- December 31, 2012

-3%

&DVKÁRZLQWHUHVWUDWHULVNLVWKHULVNWKDWWKHIXWXUHFDVKÁRZVRIDÀQDQFLDOLQVWUXPHQWZLOOÁXFWXDWHGXHWRFKDQJHVLQPDUNHWLQWHUHVWUDWHV)DLUYDOXHLQWHUHVW
UDWHULVNLVWKHULVNWKDWWKHYDOXHRIDÀQDQFLDOLQVWUXPHQWZLOOÁXFWXDWHEHFDXVH
of changes in market interest rates. The Bank assumes exposure to the effects of
ÁXFWXDWLRQVLQWKHSUHYDLOLQJOHYHOVRIPDUNHWLQWHUHVWUDWHVRQFDVKÁRZV,QWHUHVW
margins may increase as a result of such changes; however, these may reduce proÀWRUJLYHULVHWRORVVHVLQLQVWDQFHVRIXQH[SHFWHGÁXFWXDWLRQV,QWHUHVWUDWHVDUH
based on market rates and the Bank performs regular repricing.
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5. FINANCIAL INSTRUMENTS (Continued)

5.3.2.
Interest Rate
Risk
(Continued)

The following table presents the Bank’s interest bearing and non-interest bearing
assets and liabilities as of December 31, 2013:

,QWHUHVW
%HDULQJ

1RQ,QWHUHVW
%HDULQJ

7RWDO

2,398





-





122,192

542

122,734

Loans and advances to customers

5,279

2,441

7,720

Securities available for sale

10,842

-

10,842

Securities held to maturity

140,711





-

434

434

Deposits due to banks







Deposits due to customers

20,213

144

20,357

Borrowings from banks

5,071

48

5,119



27,401

189,117

(21,005)



30,555

ASSETS
Cash balances and deposits
with the
Central Bank
Loans and advances to banks

90

LIABILITIES

Borrowings from customers

Total liabilities
Interest rate GAP:
- December 31, 2013
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5. FINANCIAL INSTRUMENTS (Continued)

5.3.2.
Interest Rate
Risk
(Continued)

The following table presents annual lending and borrowing interest rates for moQHWDU\ÀQDQFLDOLQVWUXPHQWV

/RDQW\SH

,QWHUHVWUDWH

Corporate customers:
- short-term loans from Bank’s own funds

10-15

- short-term loans from other resources

9.75-9.90

- long-term loans from Bank’s own funds

10-15

- long-term loans from other resources

5-12

- loans to entrepreneurs for periods of up to 24 months

9-12.5

- loans to entrepreneurs for periods of over 24 months

10

Deposits:
Corporate customers up to EUR 100,000:
Demand deposits

0.10

Short-term deposits

1.5-3

Long-term deposits

3.5

Retail customers up to EUR 100,000:
Demand deposits

0.2-0.3

Short-term deposits

2.5-4.5

Long-term deposits

4.5-5.25
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5. FINANCIAL INSTRUMENTS (Continued)

5.3.2.
Interest Rate
Risk
(Continued)

Lending interest rates applied to loans granted to retail customers during 2013
were as follows:
/RDQW\SH

,QWHUHVWUDWH

Retail customers:
- cash loans



- consumer loans

11.35 - 14.03

ORDQVIRUUHQRYDWLRQDQGÀQDQFLQJIRUSHULRGVRI
XSWRPRQWKV

Deposit interest rates applied to corporate customer deposits during 2013 were as
follows:

92

'HSRVLWW\SH

,QWHUHVWUDWH

Demand deposits

0.1

Short-term deposits

0.1 - 5.25

Long-term deposits



Deposit interest rates applied to retail customer deposits during 2013 were as
follows:
Deposit type

Interest rate %

Demand deposits
Savings demand deposits

0.2

Term deposits in EUR placed:
- for a month

0.2

- for 3 months

0.2 - 4.25

IRUPRQWKV

2.5 - 5

- for 12 months



- for 24 months



IRUPRQWKV



Term deposits in foreign currencies (USD):
- for 3 months

0.2 - 0.5

IRUPRQWKV

1

- for 12 months
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1.2 - 2

5. FINANCIAL INSTRUMENTS (Continued)

5.4.
Liquidity Risk

Liquidity risk includes both the risk of the Bank being unable to provide cash to
settle liabilities upon maturity and the risk that the Bank will have to obtain funds
at reasonable prices and in a timely manner to be able to settle its matured liabilities.

5.4.1.
Liquidity Risk
Management

The matching and controlled mismatching between the maturities and interest rates of assets and of liabilities are fundamental to the management of the Bank. It
is uncommon for banks to have complete matching since business transactions are
RIWHQPDGHIRULQGHÀQLWHWHUPDQGDUHRIGLIIHUHQWW\SHV$PLVPDWFKHGSRVLWLRQ
SRWHQWLDOO\HQKDQFHVSURÀWDELOLW\EXWDOVRLQFUHDVHVWKHULVNRIORVVHV

The maturities of assets and liabilities and the ability of the Bank to obtain sources
of funding upon maturity of liabilities at an acceptable cost are important factors
in assessing the liquidity of the Bank and its exposure to changes in interest rates
and foreign exchange rates.

Liquidity requirements to support calls on guarantees and standby letters of credit
are considerably less than the amount of the commitments because the Bank does
not generally expect the third party to draw funds under the agreement. The total
outstanding contractual amount of commitments for approved loans with extended
maturities does not necessarily represent future cash requirements, since many of
these commitments will expire or terminate without being funded.
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5. FINANCIAL INSTRUMENTS (Continued)

5.4.1.
Liquidity Risk
Management
(Continued)

7KH%DQNLVH[SRVHGWRGDLO\FDOOVRQLWVDYDLODEOHFDVKUHVRXUFHVZKLFKLQÁXHQFH
the available cash held on the current accounts or as deposits. The Bank does not
maintain cash to meet all of these needs since historical experience demonstrates
that a minimum level of reinvestment of maturing funds can be predicted with a
high degree of certainty.

7KHH[SHFWHGPDWXULW\PDWFKLQJRIÀQDQFLDODVVHWVDQGOLDELOLWLHVDVRI'HFHPEHU
31, 2013 was as follows:

Up to a
month

From
1 to 3
months

From
WR
months

)URP
to 12
months

From
1 to 5
years

Over 5
years

Total

Cash balances and deposits with
the Central Bank



-

-

-

-

-



Loans and advances to banks

51,148

559

(4)

(11)

-

-



Loans and advances to customers

11,208





28,420

50,453

10,733

122,734

Securities available for sale



-

-

35

-

-

7,720

Securities held to maturity

-

4,714



125

1,370

-

10,842









51,823

10,733



434

-

-

-

-

-

434

79,302

13,358

13,972

29,214



2,345



71



709

793





20,357

-

801

90

1,109

3,095

24

5,119

79,807

14,220

14,771



38,974

10,229

189,117

- December 31, 2013



747

2,084

(2,547)

12,849

504

30,555

- December 31, 2012

1,519

483



4,407

14,327

1,389



- December 31, 2013





19,749

17,202

30,051

30,555

- December 31, 2012

1,519

2,002



13,770

28,097



- December 31, 2013

8.95%

9.34%

10.44%

9.10%

15.89%



- December 31, 2012

1.03%







19.09%

20.03%

Financial assets

94

Total
Financial liabilities
Deposits due to banks
Deposits due to customers
Borrowings from banks
Borrowings from customers
Total
Maturity GAP

Cumulative GAP:

% of total funds:
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5. FINANCIAL INSTRUMENTS (Continued)

5.4.1.
Liquidity Risk
Management
(Continued)

7KHVWUXFWXUHRIWKH%DQN·VÀQDQFLDODVVHWVDQGOLDELOLWLHVDVFODVVLÀHGLQWRWKHLU
relevant maturity groups as of December 31, 2013 indicates the existence of a
OLTXLGLW\JDSLQPDWXULW\SHULRGIURPWRPRQWKV7KH%DQN·VOLTXLGLW\ZKLFK
is its ability to settle its liabilities as due, depends on one hand on the balance
VKHHWVWUXFWXUHDQGRQWKHRWKHUKDQGRQWKHPDWFKLQJEHWZHHQFDVKLQÁRZVDQG
RXWÁRZV7KHFXPXODWLYHJDSVKRZVPDWXULW\PDWFKLQJ$VRI'HFHPEHU
demand deposits in the table above are presented by the expected maturity using
the model based on the Bank’s historical data. The Bank has applied this approach
for liquidity management since December 31, 2012.

95
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5. FINANCIAL INSTRUMENTS (Continued)

5.4.2.
Outstanding
Maturities
of Financial
Liabilities
(Undiscounted
Cash Flows)
Demand

Up to 1
Month

From 1 to
3 Months

From
3 to 12
Months

From 1 to
5 Years

Over 5
Years

Total

434

-

-

-

-

-

434





13,358





2,345



-

71



1,502





20,357

-

-

801

1,199

3,095

24

5,119

73,820

5,987

14,220

45,887

38,974

10,229

189,117

Demand

Up to 1
Month

From 1 to
3 Months

From
3 to 12
Months

From 1 to
5 Years

Over 5
Years

Total



-

-



-

-

733

49,055

2,794



32,914





118,920

-

-

25

1,249





17,495

1

-

794

1,045

4,904

133



49,324

2,794

10,181







144,025

December 31, 2013
Liabilities
Deposits due to banks
Deposits due to customers
Borrowings from banks
Borrowings from customers


December 31, 2012
Liabilities
Deposits due to banks
Deposits due to customers
Borrowings from banks
Borrowings from customers
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5. FINANCIAL INSTRUMENTS (Continued)

5.5.
Fair Value of
Financial Assets
and Liabilities

Carrying Value

Fair Value

2013

2012

2013

2012

Cash balances and deposits with the Central
Bank



24,595



24,595

Loans and advances to banks

122,734

119,374

122,734

119,374

Loans and advances to customers

7,720

239

7,720

239

Securities available for sale

10,842



10,842



Financial liabilities



118,920



118,920

Deposits due to customers

20,357

17,495

20,357

17,495

Borrowings from banks

5,119



5,119



Borrowings from customers

5,119



5,119



Financial assets
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)DLU YDOXH RI ÀQDQFLDO LQVWUXPHQWV LV WKH DPRXQW IRU ZKLFK DQ DVVHW FRXOG EH
exchanged, or a liability settled, between knowledgeable, willing parties in an
arm’s length transaction. However, no readily available market prices exist for a
FHUWDLQ SRUWLRQ RI WKH %DQN·V ÀQDQFLDO LQVWUXPHQWV ,Q FLUFXPVWDQFHV ZKHUH WKH
quoted market prices are not readily available, the fair value is estimated using
GLVFRXQWHG FDVK ÁRZ PRGHO RU RWKHU SULFLQJ PRGHOV DV DSSURSULDWH &KDQJHV LQ
XQGHUO\LQJDVVXPSWLRQVLQFOXGLQJGLVFRXQWUDWHVDQGHVWLPDWHGIXWXUHFDVKÁRZV
VLJQLÀFDQWO\ DIIHFW WKH HVWLPDWHV 7KHUHIRUH WKH HVWLPDWHG IDLU PDUNHW YDOXHV
FDQQRWEHUHDOL]HGLQDFXUUHQWVDOHRIDÀQDQFLDOLQVWUXPHQW

,QHVWLPDWLQJWKHIDLUYDOXHRIWKH%DQN·VÀQDQFLDOLQVWUXPHQWVWKHIROORZLQJPHWhods and assumptions were used:
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5. FINANCIAL INSTRUMENTS (Continued)

5.5.
Fair Value of
Financial Assets
and Liabilities
(Continued)

D /RDQVDQG$GYDQFHVWR%DQNV
Loans and advances to banks include inter-bank loans and advances and items in
the course of collection.

7KH IDLU YDOXHV RI ÁRDWLQJ UDWH LQYHVWPHQWV DQG RYHUQLJKW GHSRVLWV DSSUR[LPDWH
WKHLUFDUU\LQJDPRXQWVDWWKHVWDWHPHQWRIÀQDQFLDOSRVLWLRQGDWH

E /RDQVDQG$GYDQFHVWR&XVWRPHUV
,QRUGHUWRGHWHUPLQHWKHIDLUYDOXHRIORDQVDQGDGYDQFHVWRFXVWRPHUVZLWKÀ[HG
interest rate, measured at amortized cost, the Bank compared the its interest rates on loans and advances to customers to the available information on the current
market interest rates in the banking sector of Montenegro (i.e. weighted average
market rates by business activities).
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According to the Bank’s management, the carrying values as presented in the
%DQN·VÀQDQFLDOVWDWHPHQWVUHSUHVHQWPRVWYDOLGDQGPRVWXVHIXODPRXQWVIRUWKH
SXUSRVHVRIÀQDQFLDOUHSRUWLQJXQGHUWKHFXUUHQWFLUFXPVWDQFHV

F +DUWLMHRGYULMHGQRVWLUDVSRORçLYH]DSURGDMX
The fair value of available-for-sale securities is based on market prices. Where this
information is not available, fair value has been estimated using quoted market
prices for securities with similar characteristics.

G 'HSRVLWVDQG%RUURZLQJV
The estimated fair values of demand deposits and deposits with remaining contractual maturities of less than one year approximate their carrying amounts.

7KHHVWLPDWHGIDLUYDOXHVRILQWHUHVWEHDULQJGHSRVLWVDWÀ[HGLQWHUHVWUDWHVZLWK
remaining contractual maturities of over a year, without quoted market prices,
DUHEDVHGRQGLVFRXQWHGFDVKÁRZVXVLQJLQWHUHVWUDWHVIRUQHZGHEWVZLWKVLPLODU
remaining maturities. According to the Bank’s management, the Bank’s interest
rates are harmonized with the current market rates and the amounts stated in
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5. FINANCIAL INSTRUMENTS (Continued)

5.5.
Fair Value of
Financial Assets
and Liabilities
(Continued)

WKHÀQDQFLDOVWDWHPHQWVUHSUHVHQWWKHPRVWYDOLGDQGPRVWXVHIXODPRXQWVIRUWKH
SXUSRVHVRIÀQDQFLDOUHSRUWLQJXQGHUWKHFXUUHQWFLUFXPVWDQFHV

7KH FDUU\LQJYDOXHV RIERUURZLQJVZLWK ÁRDWLQJLQWHUHVW UDWHVDSSUR[LPDWH WKHLU
IDLUYDOXHVDWWKHVWDWHPHQWRIÀQDQFLDOSRVLWLRQGDWH

H )DLU9DOXH+LHUDUFK\
,)56VSHFLÀHVDKLHUDUFK\RIYDOXDWLRQWHFKQLTXHVEDVHGRQZKHWKHUWKHLQSXWV
to those valuation techniques are observable or unobservable. Observable inputs
UHÁHFWPDUNHWGDWDREWDLQHGIURPLQGHSHQGHQWVRXUFHVXQREVHUYDEOHLQSXWVUHÁHFWWKH%DQN·VPDUNHWDVVXPSWLRQV7KHVHWZRW\SHVRILQSXWVKDYHFUHDWHGWKH
following fair value hierarchy:

 Level 1 – Quoted prices (unadjusted) on active markets for identical assets
or liabilities. This level includes listed equity securities.

 Level 2 – Inputs other than quoted prices included within Level 1 that are
observable for an asset or a liability, either directly (that is, as prices) or
LQGLUHFWO\ WKDWLVDVGHULYHGIURPSULFHV 7KH%DQNGRHVQRWKDYHÀQDQFLDO
instruments included within Level 2.

 Level 3 – inputs for an asset or a liability that are not based on observable
market inputs. This level includes equity investments with Bank’s market
assumption (no observable market data available).

This hierarchy requires the use of observable market data when available. The
Bank considers relevant and observable market prices in its valuations wherever
possible.
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5. FINANCIAL INSTRUMENTS (Continued)

5.5.
Fair Value of
Financial Assets
and Liabilities
(Continued)

H )DLU9DOXH+LHUDUFK\ &RQWLQXHG

December 31, 2013

Level 1 Level 2

Financial assets at fair value through
other comprehensive income

Level 3

Total

-

-

-

-

Securities available for sale

2,741

-

4,979

7,720

Total assets

2,741

-

4,979

7,720

9DOXDWLRQ7HFKQLTXHVDQG$VVXPSWLRQV8VHGLQ9DOXDWLRQRI)LQDQ
FLDO$VVHWV0HDVXUHGDW)DLU9DOXH
Fair values of securities available for sale and securities at fair value through other
100

comprehensive income were based on market prices. Unless there were available
market prices, market prices of quoted securities with similar characteristics were
used. As of December 31, 2013, market prices of securities measured at fair value
within the Bank’s portfolio were available.

9DOXDWLRQ7HFKQLTXHVDQG$VVXPSWLRQV8VHGLQ9DOXDWLRQRI)LQDQ
FLDO$VVHWVQRW0HDVXUHGDW)DLU9DOXH
)DLUYDOXHVRIÀQDQFLDOLQVWUXPHQWVQRWPHDVXUHGDWIDLUYDOXHZDVFDOFXODWHGIRU
GLVFORVXUHSXUSRVHVRQO\ZLWKRXWHIIHFWVRQWKHVWDWHPHQWRIÀQDQFLDOSRVLWLRQDQG
income statement components. In addition, given the fact that there was no active
WUDGLQJLQWKHVHLQVWUXPHQWVGHWHUPLQLQJIDLUYDOXHVWKHUHRIUHTXLUHVVLJQLÀFDQW
use of estimates on the part of the management.

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction in the principal (or most advantageous) market
at the measurement date under current market conditions regardless of whether
that price is directly observable or estimated using another valuation technique.
+RZHYHUWKHUHDUHQRDYDLODEOHPDUNHWSULFHVIRUDSRUWLRQRIWKH%DQN·VÀQDQFLDO
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5. FINANCIAL INSTRUMENTS (Continued)

instruments. In the absence of available market prices, fair value is estimated
XVLQJWKHGLVFRXQWHGFDVKÁRZPRGHORURWKHUYDOXDWLRQPRGHOV&KDQJHVLQXQGHUO\LQJ DVVXPSWLRQV LQFOXGLQJ GLVFRXQW UDWHV DQG HVWLPDWHG IXWXUH FDVK ÁRZV
VLJQLÀFDQWO\ DIIHFW WKH HVWLPDWHV 7KHUHIRUH WKH HVWLPDWHG IDLU PDUNHW YDOXHV
FDQQRWEHUHDOL]HGLQDFXUUHQWVDOHRIDÀQDQFLDOLQVWUXPHQW

 
Capital Risk
Management

The Bank’s capital management objectives are:
 to comply with the capital requirements set by the regulator;
 to safeguard the Bank’s ability to continue as a going concern so that it can
FRQWLQXHWRSURYLGHUHWXUQVWRVKDUHKROGHUVDQGHQVXUHEHQHÀWVIRURWKHU
stakeholders; and
 to maintain a strong capital base to support further growth of its business.

The Bank’s management controls capital adequacy by applying the methodology
DQGOLPLWVSUHVFULEHGE\WKH&HQWUDO%DQNRI0RQWHQHJUR 2IÀFLDO*D]HWWHRI0RQWHQHJURQRDQG ,QDFFRUGDQFHZLWKWKHUHJXODWLRQVWKH%DQN
submits quarterly reports on the balance and structure of capital to the Central
Bank of Montenegro.

The Bank’s own assets are comprised of:
 Tier 1 capital (paid-in share capital, retained earnings from prior years,
SURÀWIRUWKH\HDUGHFUHDVHGIRUFXUUHQW\HDUORVVHV DQG
 7LHUFDSLWDO UHVHUYHVIURPSURÀWDIWHUWD[DWLRQOHJDOVWDWXWRU\DQGRWKHU
reserves, subordinated debt);
 Both decreased for intangible assets, positive difference between the amount of calculated provisions for potential losses and the sum of impairment
allowances per balance sheet assets and provisions for potential losses per
off-balance sheet items as well as the amount in excess of the limit prescribed by the Central Bank of Montenegro for investments in properties and
À[HGDVVHWV
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5. FINANCIAL INSTRUMENTS (Continued)

 
Capital Risk
Management
(Continued)

Risk-weighted assets are comprised of items of assets and loan equivalents of offbalance sheet items exposed to risk. The loan equivalents of off-balance sheet
assets are computed by multiplying the book value of off-balance sheet items
with the prescribed conversion factors. Total risk-weighted assets are comprised of
assets and loan equivalents of off-balance sheet items exposed to risk (the Bank’s
ULVNZHLJKWHGDVVHWV FODVVLÀHGLQIRXUFDWHJRULHVDQGPXOWLSOLHGE\DGHTXDWHSUHVcribed risk weights.

In accordance with the requirements of the Central Bank of Montenegro, the Bank
is under obligation to maintain a minimum capital adequacy ratio of 10%. The Bank
is required to maintain certain minimum or maximum ratios with respect to its activities and composition of risk assets in compliance with the Law on Banks of the
Republic of Montenegro and with the Central Bank of Montenegro Regulations. As
of December 31, 2013 the capital adequacy ratio calculated by the Bank for statu-

102

WRU\ÀQDQFLDOVWDWHPHQWVHTXDOHG 'HFHPEHU H[FHHGLQJ
the prescribed minimum.

5.7.
Sensitivity
Analyses

The management of currency risk, in addition to the analysis of Bank’s assets
and liabilities in foreign currencies, includes the analysis of risk inherent in the
ÁXFWXDWLRQVLQIRUHLJQFXUUHQF\H[FKDQJHUDWHV7KHIROORZLQJWDEOHVHWVRXWWKH
scenario for the changes in foreign currency exchange rates ranging from +10% to

5.7.1.
Sensitivity
Analysis
(Currency Risk
Exposure)
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-10% against EUR.

5. FINANCIAL INSTRUMENTS (Continued)

5.7.1.
Sensitivity
Analysis
(Currency Risk
Exposure)
(Continued)

2013

Change in Exchange Rates

Total

FX
Amount

10%

-10%

Cash balances and deposits with
the Central Bank



341

34

(34)

Loans and advances to banks





102

(102)

Loans and advances to customers

122,734

559





7,720

278

28

(28)

208,830

11,374

220

(220)

Assets

Securities available for sale
Total assets
Liabilities
Deposits due to banks

103

434

84

8

(8)

Deposits due to customers



11,381

114

(114)

Total liabilities





122

(122)

- December 31, 2013

98

(98)

- December 31, 2012

255

(255)

Net Open Currency Position:

As of December 31, 2013, under the assumption that all other parameters remained unaltered upon the change in the EUR exchange rate against other currencies,
E\  LH  WKH %DQN·V SURÀW ZRXOG KDYH LQFUHDVHGGHFUHDVHG E\ (85
WKRXVDQG 'HFHPEHUSURÀWZRXOGKDYHLQFUHDVHGGHFUHDVHGE\(85
255 thousand). The Bank’s exposure to changes in the foreign exchange rates is
LQVLJQLÀFDQWGXHWRWKHIDFWWKDWWKHODUJHVWSRUWLRQRIWKH%DQN·VUHFHLYDEOHVDQG
liabilities are denominated in EUR.
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5. FINANCIAL INSTRUMENTS (Continued)

5.7.2.
Sensitivity
Analysis
(Interest Rate
Risk Exposure)

In the process of interest rate risk management, the Bank analyzes the sensitivity
of its receivables and liabilities with variable interest rates to changes in interest
rates. The following table presents the effect of the changes in variable interest
rates for receivables and liabilities denominated in EUR and foreign currencies ranging from +0.4% p.p. to -0.4% p.p., and from +0.3% p.p. to -0.3% p.p., respectively,

Net effect of changes in interest rates

2013.

+0.4 b.p.
EUR IR
+0.3 b.p.
FX IR

-0.4 b.p.
EUR IR
-0.3 b.p.
FX IR



-

2,398

10



-

-

121,021

-

-

1,713

7

(7)

4,740

-

-

2,980

12

10,842

-



29

434

-

-



-

-



-

-

4,000



5,119

-

189,117





13

(13)

Assets
Cash balances and deposits with the Central Bank
ZLWKÀ[HGLQWHUHVWUDWHV
104

- with variable interest rates
Loans and advances to banks

(10)

Loans and advances to customers
ZLWKÀ[HGLQWHUHVWUDWHV
- with variable interest rates
Securities available for sale
ZLWKÀ[HGLQWHUHVWUDWHV
- with variable interest rates
Securities held to maturity

(12)
(29)

Liabilities
Deposits due to banks
Deposits due to customers
Borrowings from banks
ZLWKÀ[HGLQWHUHVWUDWHV
- with variable interest rates
Borrowings from customers


-

Net interest rate sensitivity GAP:
- December 31, 2013
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5. FINANCIAL INSTRUMENTS (Continued)

5.7.2.
Sensitivity
Analysis
(Interest Rate
Risk Exposure)
(Continued)

Under the assumption that all other parameters remained unaltered, variable inteUHVWUDWHLQFUHDVHGHFUHDVHE\SSIRU(85GHQRPLQDWHGDVVHWVDQGOLDELOLWLHV
DQG E\  SS IRU DVVHWV DQG OLDELOLWLHV LQ IRUHLJQ FXUUHQFLHV WKH %DQN·V SURÀW
ZRXOGKDYHGHFUHDVHGLQFUHDVHGE\(85WKRXVDQG

7KH%DQN·VH[SRVXUHWRFKDQJHVLQWKHYDULDEOHLQWHUHVWUDWHVLVLQVLJQLÀFDQWGXH
to the fact that the largest portion of the Bank’s receivables and liabilities were
FRQWUDFWHGDWÀ[HGLQWHUHVWUDWHV



,17(5(67,1&20($1'(;3(16(6

D ,QWHUHVW,QFRPH




- foreign banks

4

83

- Central Bank

1



5

99

- state institutions

837

-

- Government of Montenegro

48

-

- corporate customers





- retail customers



3,182







11,915

(15)

(198)

12,854

11,717

Deposits with:

Loans approved to:

Impairment allowances of interest receivables
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,17(5(67,1&20($1'(;3(16(6 &RQWLQXHG

E ,QWHUHVW([SHQVHV




(247)



- state institutions

(220)

(82)

- corporate customers

(797)

(848)

- retail customers



(2,087)

(3,720)

(3,281)

(912)

(1,031)



(4,312)

Deposits of:
ÀQDQFLDOLQVWLWXWLRQV

Loans and other lent funds



7.

IMPAIRMENT LOSSES AND PROVISIONS
D ,PSDLUPHQWORVVHV




1,044

1,153

- fees and commissions

3

2

- other





1,041

1,171





202

279

4

(11)





1HWLQFUHDVHLQSURYLVLRQV UHYHUVDORISURYLVLRQ LQ
respect of:
- loans

E  3URYLVLRQV

1HWLQFUHDVHLQSURYLVLRQV UHYHUVDORISURYLVLRQ LQ
respect of::
- off-balance sheet items
- other
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7. IMPAIRMENT LOSSES AND PROVISIONS (Continued)

F 0RYHPHQWVRQWKHDFFRXQWVRIDOORZDQFHVIRULPSDLUPHQWRILUUHFRYHUDEOH
UHFHLYDEOHVDQGSURYLVLRQVLQ

Loans
(Note
 

Opening balance

Assets
Interest
Acquired
1RWH  (Note 21)

Provisions for
Operational
Risk
(Note
25)

Other

Provisions
for OffBalance
Sheet
Items
(Note 25)

Total

23

352

303

130



5,415

(47)

-

-

-

(181)

(1,721)

1,374

81

-

-

-

-

1,455

3,953

Effects of adjustment of the opening
balance under the new regulations
CBM (Note 2.3)
The effects of changes in the methodology for calculating impairment losses (1,493)
and provisions
Transfer of impaired loans to customers, interest accrued and other assets
from off-balance sheet records to balance sheet records
Other

92

-

-

-

(12)

(2)

78

Restated balance as at
January 1, 2013



57

352

303

118

471

5,227

Charge for the year, net

1,044

15

-

4



202

1,281

-

-

(10)

-

-

1

(9)

Transfer to off-balance sheet items

(310)



-

-

-

-



Balance at the end of year





342

307

134





Other

0RYHPHQWVRQWKHDFFRXQWVRIDOORZDQFHVIRULPSDLUPHQWRILUUHFRYHUDEOHUH
FHLYDEOHVDQGSURYLVLRQVLQ

Loans

Interest

Assets
Acquired

Provisions for
Operational
Risk

Opening balance

4,011

13



314

32

375

5,005

Charge for the year, net

1,074

198

92

(11)

98

279

1,730

(1,132)

(188)

-

-

-

-

(1,320)

3,953

23

352

303

130



5,415

Transfer to off-balance sheet items
Balance at the end of year

Other

Provisions
for OffBalance
Sheet
Items

Total
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8.

FEE AND COMMISSION INCOME AND EXPENSES

D )HHDQG&RPPLVVLRQ,QFRPH




Loan origination and processing fees

889

828

Fees and commissions from off-balance-sheet
operations



554

1,187







1,283





450

5,251

4,045

Fees and commissions from payment transactions
and e-banking
Fees and commissions for foreign payments
Fees and commissions on credit card operations
Other fees and commissions
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8.

FEE AND COMMISSION INCOME AND EXPENSES (Continued)

E )HHDQG&RPPLVVLRQ([SHQVHV




Fees and commissions payable to the Central
Bank

(197)



Fees and commissions for foreign payment transactions

(115)



Deposit insurance premium fees





Fees paid for borrowings and guarantees

(21)

(15)

Visa and Master card fees



(57)

(150)



(1,581)

(751)

Other fees and commissions
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9.

STAFF COSTS





Net salaries

2,012

1,959

Taxes and contributions on salaries



1,427

2WKHUHPSOR\HHEHQHÀWVQHW





5HWLUHPHQWEHQHÀWVDQGMXELOHHDZDUGV

17

7

Remunerations to members of the Board of Directors

148

75

Employee transportation allowance, net

33

32

Business travel costs and per diems

112

81

Employee training costs

15



3URYLVLRQVIRUHPSOR\HHUHWLUHPHQWEHQHÀWVDQGMXELOHH
awards

35

14

Other staff costs



15

4,137

3,842
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10. GENERAL AND ADMINISTRATIVE EXPENSES

110
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Rental costs

843

810

Security services

425

345

Electricity and fuel bills

123

107

Cleaning services





Computer and other equipment maintenance





Premises-related taxes

13

19

Vehicle maintenance

35

31

Insurance costs





Audit fee

144

155

Court expenses

14

1

Other professional fees

29

18

Lawyer fees

10

9

Consultant services

12

-

Intellectual services

103

122

Telecommunication costs

109

101

Communication network costs

102

105

Postage





2IÀFHVXSSOLHV

138

127

Utilities

14

13

Entertainment

140

129

Advertising and marketing





Subscriptions and donations

89

104

Miscellaneous expenses – software maintenance

230



Miscellaneous expenses – equipment rentals





Miscellaneous expenses – data processing services

173

158

Miscellaneous expenses – payment card operations

331

117

Other expenses

322

229

4,295

3,548

 '(35(&,$7,21$0257,=$7,21&+$5*(





Property and equipment (Note 18)

540



Intangible assets (Note 19)

183



723

804

12. OTHER INCOME




Gains on the sale of property and equipment

100

-

Other operating income

71

30

Collected receivables previously written off



233

Other income

73

82

313

345





Current income tax expense

252

202

'HIHUUHGLQFRPHWD[EHQHÀWV

(7)



245



13. INCOME TAXES
D  &RPSRQHQWVRI,QFRPH7D[HV

E  1XPHULFDO5HFRQFLOLDWLRQEHWZHHQ7D[([SHQVHDQGWKH3URGXFWRI$FFRXQ
WLQJ5HVXOWV0XOWLSOLHGE\WKH$SSOLFDEOH7D[5DWH






1,820

Income tax at statutory rate of 9%

235



Tax effects of expenses not recognized for tax purposes

17

39

Other

(7)

(27)

Income tax reported in the income statement

245



9,38%



3URÀWEHIRUHWD[HV

Effective interest rate
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13. INCOME TAXES (Continued)

7KHWD[UDWHXVHGLQDQGHTXDOVDQGLVDSSOLHGWRWKHWD[DEOHSURÀWRI
legal entities in Montenegro as in accordance with the Corporate Income Tax Law.

F 'HIHUUHG7D[$VVHWV/LDELOLWLHV
Deferred tax assets totaling EUR 18 thousand as of December 31, 2013 (December
31, 2012: EUR 10 thousand) and deferred tax liabilities of EUR 1 thousand refer to
the taxable temporary differences between the amounts of property, equipment
and intangible assets recognized for tax purposes and the carrying values of such
DVVHWVLQFOXGHGLQWKHÀQDQFLDOVWDWHPHQWVRIWKH%DQNDVZHOODVWRWKHWHPSRUDU\
GLIIHUHQFHVLQIDLUYDOXHVRIVHFXULWLHVFODVVLÀHGDVDYDLODEOHIRUVDOH

14. CASH AND DEPOSIT ACCOUNTS HELD WITH CENTRAL BANKS
'HFHPEHU


'HFHPEHU


4,190



341

305

Gyro account

12,315



Obligatory reserves held with the Central Bank of
Montenegro

9,592

7,057



-
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Cash on hand:
- in EUR
- in foreign currencies

Payment cards

As of December 31, 2013, the Bank’s obligatory reserves were set aside in accordance with the Decision of the Central Bank of Montenegro on Obligatory Reserves
RI%DQNVWR%H+HOGZLWKWKH&HQWUDO%DQNRI0RQWHQHJUR 2IÀFLDO*D]HWWHRI0RQWHQHJURQRDQG VWLSXODWLQJWKDWEDQNVFDOFXODWHWKH
obligatory reserve applying the following rates:
 9.5% to the base comprised of demand deposits and deposits maturing witKLQD\HDULHGD\VDQG
 8.5% to the base comprised of deposits with maturities of over a year, i.e.
GD\V
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14. CASH AND DEPOSIT ACCOUNTS HELD WITH CENTRAL BANKS
(Continued)
7KHUDWHRILVDOVRDSSOLHGWRGHSRVLWVZLWKFRQWUDFWXDOO\GHÀQHGPDWXULWLHV
RIRYHUD\HDULHGD\VZLWKFRQWUDFWXDOFODXVHRQHDUO\ZLWKGUDZDORSWLRQ

The obligatory reserve is to be calculated by applying the aforesaid rates to the
average amount of deposits during the previous week, two days before the expiry
of the maintenance period.

The Bank sets aside the calculated reserves to the obligatory reserve accounts
KHOGZLWKWKH&HQWUDO%DQNRI0RQWHQHJURLQWKHFRXQWU\DQGRUDEURDG3XUVXDQW
to the Decision, the Bank may use 50% of the obligatory reserve for daily liquidity
maintenance. Up to 35% of the obligatory reserve may be held in the form of
treasury notes issued by the Montenegro Government. For the amount of 15% of
the obligatory reserve requirement deposited by banks, the Central Bank pays fee
calculated at an annual rate equal to EONIA (Euro Overnight Index Average) minus
10 basis points, but this rate cannot be less than zero, up to the eighth day of the
month for the preceding month. The obligatory reserve is held in EUR.

15. LOANS AND RECEIVABLES DUE FROM BANKS

'HFHPEHU


'HFHPEHU


51,070

23,928

Deposits held with resident banks and other depositary institutions



291

Deposits held with non-resident banks and other
depositary institutions







24,595

Correspondent accounts with foreign banks
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 /2$16$1'5(&(,9$%/(6'8()520&86720(56
In accordance with the new regulations of the Central Bank of Montenegro, effective since January 1, 2013, a portion of loan receivables that used to be recorded
ZLWKLQ WKH RIIEDODQFH UHFRUGV ZDV UHWXUQHG WR WKH %DQN·V EDODQFH VKHHWVWDWHPHQWRIÀQDQFLDOSRVLWLRQDVIROORZV(85WKRXVDQGIRUSULQFLSDODQG(85
thousand for interest.

'HFHPEHU


'HFHPEHU


- Montenegro Government

-

350

- municipalities (public organizations)

-



4,041



88

120

1,301

1,209

134



558

13

23,935

21,152

877

1,385

5,108





8,735

428

1,134

- privately-owned companies

54,299

51,091

- state owned companies

5,070

5,379

- retail customers

27,823

23,389

410

228

124,935



Matured loans:

- privately-owned companies
- state owned companies
114

- retail customers
- others
Short-term loans:
- municipalities (public organizations)
- privately-owned companies
- state owned companies
- retail customers
- others
Long-term loans:
- municipalities (public organizations)

- others
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 /2$16$1'5(&(,9$%/(6'8()520&86720(56
(Continued)
'HFHPEHU


'HFHPEHU


1,284

1,181

83



(808)

(808)



113

Deposits with other depositary institutions



584

Activated guarantees

14

31

2,550









(57)

(25)

(4)

(4,751)

(3,987)

122,734

119,374

Interest receivables:
- loans
Deferrals:
- interest on loans
- fees
Factoring

Less:
Impairment allowance of loans
Impairment allowance of interest receivables
Impairment allowance of deferrals, factoring and
activated guarantees
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 /2$16$1'5(&(,9$%/(6'8()520&86720(56
(Continued)
7KHFRQFHQWUDWLRQRIWKH%DQN·VJURVVORDQVH[WHQGHGWRFXVWRPHUVSHULQGXVWU\
ZDVDVIROORZV
'HFHPEHU


'HFHPEHU


$JULFXOWXUHIRUHVWU\DQGÀVKLQJ

1,491

1,349

Mining

2,895



Processing industry

3,415

4,752

Water supply

2,407

2,781

Construction industry

4,180



Trade





Transport and storage



11,252

Accommodation and catering services

7,420



Information and communications

1,813

1,188

Finance and insurance sector

1,525

1,840

Real estate trade

8,988



3URIHVVLRQDOVFLHQWLÀFDQGWHFKQLFDODFWLYLWLHV



3,714



Administrative and support service activities

257

407

Public administration, defense and compulsory
social security

180

200

Education

155

352

Health and social care





Art, entertainment and recreational activities

375



Other services

310

245

Non-resident legal entities

42



34,232



124,935



Retail customers
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17. INVESTMENT SECURITIES

D  6HFXULWLHV$YDLODEOHIRU6DOH

Montenegro Government
Other residents
Non-residents
8QDPRUWL]HGGLVFRXQWSUHPLXPV
Other

'HFHPEHU


'HFHPEHU


2,979

-

137

208



31

(12)

-

20

-

7,720

239

6HFXULWLHV FODVVLÀHG DV DYDLODEOH IRU VDOH WRWDOLQJ (85  WKRXVDQG DV RI 'Hcember 31, 2013 relate to the state issued bonds of the Ministry of Finance of
the Montenegro Government with face value of EUR 3,000 thousand and maturity
DW 'HFHPEHU   DQG DW LQWHUHVW UDWH RI PRQWK (85,%25 ESV ZLWK D
12-month grace period for principal and quarterly coupon payments.

Other residents totaling EUR 137 thousand as of December 31, 2013 (as of December 31, 2012: EUR 208 thousand) refer to the following securities:
'HFHPEHU 'HFHPEHU
 
- Crnogorski elektro prenosni sistem A.D., Podgorica

109

11

- Jugopetrol A.D., Kotor



15

- Autoremont A.D., Kotor





- Kontejnerski terminal i generalni tereti A.D., Bar

3

4

- Zetatrans A.D , Podgorica

2

2

- Crnogorski Telekom A.D, Podgorica

-



- Others

1

1

137

208
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17. INVESTMENT SECURITIES (Continued)

D  6HFXULWLHV$YDLODEOHIRU6DOH &RQWLQXHG

$V RI 'HFHPEHU   VHFXULWLHV FODVVLÀHG DV DYDLODEOH IRU VDOH WRWDOLQJ (85
WKRXVDQG 'HFHPEHU(85WKRXVDQG UHIHUWRWKHIROORZLQJ

1.

Bonds of Ferrexpo Finance plc in the amount of EUR 291 thousand, with face
YDOXHRI86'DQGPDWXULW\DW$SULODWDQLQWHUHVWUDWHRI
and semi-annual coupon payments;

2.

Bonds of Podravska banka d.d. Koprivnica in the amount of EUR 2,000 h thousand, with face value of EUR 2,000 thousand and maturity at December 23,
DWDQLQWHUHVWUDWHRIDQGVHPLDQQXDOFRXSRQSD\PHQWV

3.

Shares in the New Millenium Sicav Fund totaling EUR 1,511 thousand; and

4.

Shares in non-resident legal entities totaling EUR 794 thousand as of December 31, 2013 (December 31, 2012: EUR 31 thousand) pertain to the following

118

securities:
'HFHPEHU 'HFHPEHU
 
Investments in foreign companies:
- Energoprojekt Holding A.D., Beograd

273

-

- Naftna industrija Srbije (NIS) A.D., Novi Sad,
Republic of Serbia



31

*RVDPRQWDçD$'9HOLND3ODQD

97

-

- Telekom Srpske A.D., Banja Luka

84

-

- Aik banka A.D., Niš

71

-



-

- Zavarovalnica Triglav D.D., Ljubljana

29

-

- Granit Pescar A.D., Ljig

10

-

794

31

- Zvezda Helios Hemijska industrija, Gornji
Milanovac
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17. INVESTMENT SECURITIES (Continued)

E 6HFXULWLHV+HOGWR0DWXULW\

As of December 31, 2013 securities held to maturity totaling EUR 10,842 thousand
'HFHPEHU(85WKRXVDQG UHIHUWR
1.

Treasury notes of the Montenegro Government with the face value of EUR
WKRXVDQGDQGPDWXULW\ZLWKLQPRQWKVIURPWKHSXUFKDVHGDWHDWWKH
annual interest rates ranging from 2.7% to 3.75%; unamortized discount amoXQWHGWR(85WKRXVDQG

2.

Bonds of the Montenegro Labor Fund totaling EUR 397 thousand, maturing up
to July 27, 2017 at an annual interest rate of 7% and annual return model; the
accrued interest not matured amounted to EUR 12 thousand; and

3.

Bonds of the Montenegro Government with the face value of EUR 1,000 thousand and maturity at September 14, 2015, coupon interest rate of 7.875%
DQGDQQXDOFRXSRQSD\PHQW8QDPRUWL]HGSUHPLXPDPRXQWHGWR(85WKRusand, whereas accrued interest not matured totaled EUR 23 thousand.
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18. PROPERTY AND EQUIPMENT

Movements on property and equipment and other assets for 2013 and 2012 are
presented in the following table

%XLOGLQJV

&RPSXWHU
(TXLS
PHQW

2WKHU
(TXLS
PHQW

,QYHVW
PHQW
,Q3UR
JUHVV

7RWDO

378

1,025

2,247

20



Cost
Balance at January 1, 2012
Additions

-

-

-

522

522

Transfers

-

77

310

(387)

-

(181)

(39)

(40)

-



197



2,517

155

3,932

-

-

-

(151)

(151)

197



2,517

4

3,781

Additions

-

30

305

530



Transfers

-

18



(383)

-

Decreases (sales)

-

-

(188)

-

(188)

Retirement

-

(43)

(70)

-

(113)

197



2,929

151

4,345

Sales and disposals
Balance at December 31, 2012
Opening balance adjustment
Balance at December 31, 2012, restated

120

Balance at December 31, 2013
Accumulated Depreciation
Balance at January 1, 2012







-

1,720

Charge for the year (Note 11)

30

151

387

-



(43)

(39)

(14)

-



Balance at December 31, 2012

48

908



-

2,192

Charge for the year (Note 11)

4

104

432

-

540

Decreases (sales)

-

-

(88)

-

(88)

Retirement

-

(43)



-

(109)

52



1,514

-

2,535

- at December 31, 2013

145

99

1,415

151

1,810

- at December 31, 2012

149

155

1,281

4

1,589

Sales and disposals

Balance at December 31, 2013
Net Book Value:

As of December 31, 2013, the Bank had no assets assigned under pledge liens to
securitize the repayment of borrowings and other liabilities.

As of December 31, 2013, the Bank had investments in progress totaling EUR 151
WKRXVDQGZKLFKPRVWO\UHODWHWRWKHHTXLSPHQWIRUDQHZVHUYHURI(85WKRusand and equipment for POS terminal concentrator and Coin Sidecar ATM of EUR
47 thousand.
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19. INTANGIBLE ASSETS

Intangible assets are mostly comprised of licenses and software. The movements
on intangible assets in the course of 2013 and 2012 were as follows:

6RIWZDUH

,QYHVW
PHQWLQ
3URJUHVV

7RWDO





-

1,408

51

-

97

-

148

-

-

(1)

-

(1)





733

-

1,555

-

-

-

151

151





733

151



Additions

-

28

98

330



Transfers

-

380



(445)

-

Disposal and retirement

(70)

-

(13)

-

(83)

Balance at December 31, 2013





883



2,079

,QWDQJL
EOH$VVHWV

/LFHQVHV

Balance at January 1, 2012

545

Additions

&RVW

Disposal and retirement
Balance at December 31, 2012
Opening balance adjustment
Balance at December 31, 2012, restated

121

$FFXPXODWHG$PRUWL]DWLRQ
Balance at January 1, 2012

342

112

404

-

858

Charge for the year (Note 11)

84





-



-

-

(1)

-

(1)



158

509

-

1,093

Disposal and retirement
Balance at December 31, 2012
Charge for the year (Note 11)

58

43

82

-

183

Disposal and retirement

(70)

-

(12)

-

(82)

Balance at December 31, 2013

414

201

579

-

1,194

- at December 31, 2013

112

433

304



885

- at December 31, 2012

170



224

151



1HW%RRN9DOXH

Additions to the intangible assets during 2013 mostly relate to the activation of
permanent licenses for VISA and MASTER card not subject to amortization in the
DPRXQWRI(85WKRXVDQGDVZHOODVLPSOHPHQWDWLRQRIQHZDSSOLFDWLRQZLWKLQ
application software Dabar of EUR 77 thousand.

,QDFFRUGDQFHZLWK,$6WKH%DQNGRHVQRWDPRUWL]HOLFHQVHVZLWKLQGHÀQLWHXVHful lives, useful lives are reviewed at the end of each reporting period.

,QYHVWPHQWLQSURJUHVVDPRXQWHGWR(85WKRXVDQGDQGSULQFLSDOO\SHUWDLQHGWR
the software projects related to the card and ATM operations.
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20. OTHER FINANCIAL RECEIVABLES

'HFHPEHU


'HFHPEHU


13



-



Other fee and commission receivables

184

191

Receivables from state funds



49

Accounts receivable

15

5

Receivables from payment card operations

30

4

Receivables from employees

23

14

2WKHUÀQDQFLDOUHFHLYDEOHV

192



Impairment allowance of other assets

(9)

(34)

509

515

Receivables from custody operations
Advances paid

122

21. OTHER OPERATING RECEIVABLES

'HFHPEHU


'HFHPEHU


Assets acquired in lieu of debt collection



575

Other operating receivables

202

135

Prepaid expenses

749



Impairment allowance of other receivables

(342)

(352)

1,175

725

$VVHWVDFTXLUHGLQOLHXRIGHEWFROOHFWLRQWRWDOLQJ(85WKRXVDQGDVRI'HFHPber 31, 2013 (December 31, 2012: EUR 575 thousand) relate to assets acquired
from collateral foreclosure, which were in the Bank’s ownership no longer than 12
months. Assets acquired in lieu of debt collection are recorded at the lower of the
total amount of receivable and the estimated fair value of the assets.
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21. OTHER OPERATING RECEIVABLES (Continued)

Decision on Minimum Standards for Bank’s Investment in Immovable Property and
)L[HG $VVHWV 2IÀFLDO *D]HWWH RI 0RQWHQHJUR QR   
 DQG   SUHVFULEHV WKDW WKH %DQN WUHDW LQYHVWPHQWV LQ LPPRYDEOH
SURSHUW\ DQG À[HG DVVHWV H[FHHGLQJ  RI WKH %DQN·V RZQ DVVHWV DV GHGXFWLEOH
items upon calculation of the total amount of the Bank’s own assets. Investments
in immovable property shall not be considered property acquired in lieu of debt
collection in debt restructuring procedure, within bankruptcy or liquidation proceedings over the Bank’s debtor or in the debtor reorganization procedure pursuant to the regulations governing bankruptcy, or in the execution procedure instigated to settle the Bank’s claims if no more than 4 years have passed since property
acquisition date..

3UHSDLGH[SHQVHVRI(85WKRXVDQGDVRI'HFHPEHU (85
thousand) mostly relate to the rental costs for new branches in the amount of EUR
320 thousand.
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22. DEPOSITS DUE TO CUSTOMERS

'HFHPEHU

'HFHPEHU



247

- privately-owned companies

35,110

22,980

- state owned companies



2,131

- municipalities (public organizations)



2,097

Demand deposits:
ÀQDQFLDOLQVWLWXWLRQV

- funds

194

270



14,433

1,752

2,743



3,859

71,399





155

2,287



- privately-owned companies





- state owned companies

1,390

509

- municipalities (public organizations)

4,377

957

- retail customers
QRQSURÀWRUJDQL]DWLRQV
- others

Funds on the escrow account
Short-term deposits:
ÀQDQFLDOLQVWLWXWLRQV
124

- funds
- retail customers
QRQSURÀWRUJDQL]DWLRQV
- others

500

500

19,945

24,102

73

70

1,314

1,429

39,350

35,890

Long-term deposits:
ÀQDQFLDOLQVWLWXWLRQV









- state owned companies

709



- municipalities (public organizations)

40

-

-

124





- privately-owned companies

- funds
- retail customers
QRQSURÀWRUJDQL]DWLRQV
- others

495

73



4,057

50,210



1,982

1,453



118,920

Interest and other liabilities
Accrued interest on deposits
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22. DEPOSITS DUE TO CUSTOMERS (Continued)

Demand deposits of retail customers denominated in EUR were placed at interest
rates ranging from 0% to 0.5% annually.

Short-term and long-term deposits of retail customers denominated in EUR were
SODFHGDWLQWHUHVWUDWHVUDQJLQJIURPWRDQQXDOO\GHSHQGLQJRQWKHVHOHFted savings package and the amount deposited (up to EUR 30 thousand or over EUR
30 thousand). Short-term and long-term deposits of retail customers denominated
in foreign currencies were placed at interest rates ranging from 0% to 2% annually
depending on the currency.

Short-term and long-term deposits of corporate customers denominated in EUR
ZHUHSODFHGDWLQWHUHVWUDWHVUDQJLQJIURPWRDQQXDOO\GHSHQGLQJRQWKH
term of deposit placement and the amount deposited (up to EUR 100 thousand or
over EUR 100 thousand). Corporate short-term and long-term deposits denominated in foreign currencies were placed at interest rates ranging from 1% to 2.9%.

Demand deposits of public and other organizations accrued interest at the rates
between 0% and 0.5% annually.
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23. BORROWINGS FROM BANKS

Period
(years)

Annual Interest
Rate

December
31, 2013

December
31, 2012

European Investment Bank (EIB)

12

4.032%



2,292

European Investment Bank (EIB)

12

3.923%



1,283

European Investment Bank (EIB)

12



3,487

3,832

European Investment Bank (EIB)

12





2,010

European Investment Bank (EIB)

12

3.019%

1,817

1,990

European Investment Bank (EIB)

12

3.841%

2,972

3,101

European Investment Bank (EIB)

12

3.181%



899

European Investment Bank (EIB)

12

2.398%

2,000

2,000

European bank for Reconstruction
and Development (EBRD)

5

0(XULERU

4,000

-

20,213

17,407

144

88

20,357

17,495

Interest not matured
Total



As at December 31, 2013, the Bank had liabilities towards the EIB based on longWHUPORDQVLQWKHDPRXQWRI(85WKRXVDQG 'HFHPEHU(85
thousand). In prior periods, EIB approved to the Bank loan funds totaling EUR
18,000 thousand for stimulating development of SME in Montenegro, with a grace
period of maximum 2 years. As collateral securing timely loan repayment, the Bank
provided the guarantee of the Government of Montenegro.

On November 5, 2012 the European Bank for Reconstruction and Development
(EBRD) approved the Bank a loan of EUR 5,000 thousand at a variable annual inteUHVWUDWHRISOXVRIÀFLDOO\SXEOLVKHGLQWHUEDQNLQWHUHVWUDWHIRUDSHULRGRI
years (the ultimate loan agreement expiry date is January 15, 2018). The Bank is
under obligation to use the borrowed funds for stimulating development of micro,
small and medium-sized entities in Montenegro. In 2013 the Bank withdrew the
total of EUR 4,000 thousand out of the available EUR 5,000 thousand. Pursuant
to the loan agreement terms, the Bank, Bank is required to comply with certain
FRYHQDQWVRQÀQDQFLDOUDWLRV
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24. BORROWINGS FORM CUSTOMERS

Period
(years)

Annual
Interest
Rate

December
31, 2013

December
31, 2012

The European Fund for Southeast Europe (EFSE)
Montenegro B.V.

5

5.43%

2,500

3,750

Investment and Development Fund of Montenegro, Podgorica

5-10

1.75%-7.5%

2,049

2,541

Directorate for SME Development

4-8

0-1%

521

521

5,070



Accrued interest:
Interest payable invoiced
Interest payable not matured
Total

-

9

49



5,119



Borrowed funds totaling EUR 2,500 thousand as of December 31, 2013 (December
31, 2012: EUR 3,750 thousand) refer to the loan extended to the Bank by EFSE during 2010 and 2011 in the amount of EUR 5,000 thousand at the annual interest rate
RIGXHIRUUHSD\PHQWZLWKLQÀYH\HDUVZLWKDPRQWKJUDFHSHULRG7KH
Bank is obligated to use the borrowed funds to stimulate development of SME in
Montenegro on condition that the individual loan amount approved cannot exceed
EUR 100 thousand, i.e. the total amount of loans approved to a group of related
parties cannot exceed EUR 300 thousand. The loans is repaid in equal semi-annual
installments. In accordance with the loan agreement terms, the Bank is under
REOLJDWLRQWRFRPSO\ZLWKFHUWDLQFRYHQDQWVRQÀQDQFLDOUDWLRV

Liabilities totaling EUR 2,570 thousand pertain to the liabilities arising from the
long-term borrowings of EUR 2,049 thousand obtained from the Investment and
'HYHORSPHQW)XQGRI0RQWHQHJURIRUFRÀQDQFLQJ60(LQ0RQWHQHJURZLWKJUDFH
periods ranging from 0 to 3 years. Liabilities totaling EUR 521 thousand refer to
the funds received from the Directorate for SME Development with grace periods
ranging from 0 to 24 months.
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25. PROVISIONS

December
31, 2013

December
31, 2012

Provisions for potential losses per:
- off-balance sheet exposures



471

- operational risk

307

303

3URYLVLRQVIRUHPSOR\HHUHWLUHPHQWEHQHÀWVDQG
jubilee awards

99

78

1,080

852

3URYLVLRQV IRU HPSOR\HH UHWLUHPHQW EHQHÀWV WRWDOLQJ (85  WKRXVDQG DV RI 'Hcember 31, 2013 were made based on the present value of the expected future
SD\PHQWVRIUHWLUHPHQWEHQHÀWVWRWKHHPSOR\HHVXSRQIXOÀOOPHQWRIUHWLUHPHQW
criteria.
128

7KHSUHVHQWYDOXHRIWKHH[SHFWHGIXWXUHSD\PHQWVRIUHWLUHPHQWEHQHÀWVWRWKH
HPSOR\HHVXSRQIXOÀOOPHQWRIUHWLUHPHQWFULWHULDZDVGHWHUPLQHGE\DQLQGHSHQGHQWFHUWLÀHGDFWXDU\DVRI'HFHPEHULQDFFRUGDQFHZLWKWKHUXOHVRIWKH
actuarial profession. Technical basis used for the calculation of the present value
of the expected future payments entailed the use of:

a) commutative numbers obtained from the calculated survivorship probability of
the Montenegro population from the 1980 – 1982 census; and
b) annual interest rate of 10% for discounting future payments to the employees.

Assumptions used to assess the present value of the expected future payments of
UHWLUHPHQWEHQHÀWVDQGMXELOHHDZDUGVWRWKHHPSOR\HHVDUHSUHVHQWHGEHORZ
$VVHVVPHQWDVDW
December 31,
2013

December 31,
2012

'LVFRXQWUDWHIRUUHWLUHPHQWEHQHÀWV

10.00

12.00

Employee turnover ratio

1.19

3.07

,QÁDWLRQUDWH

2.20

4.10

-

-

Expected salary growth rate
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25. PROVISIONS (Continued)

0RYHPHQWVRQWKHDFFRXQWRISURYLVLRQVIRUHPSOR\HHUHWLUHPHQWEHQHÀWVZHUHDV
follows:




Balance, beginning of year

78



Charge for the year (Note 9)

35

14

(14)

(1)

99

78

Reversal of provisions
Balance, at December 31

 27+(5/,$%,/,7,(6
129

December
31, 2013

December
31, 2012

414



1,089

1,011

Other taxes payable

11

14

Employee salary garnishment liabilities

84



Accounts payable

94

19

Accrued liabilities

294

213

1,725

932

Temporary and suspense accounts



217

Other liabilities

198

330



2,998

Liabilities from consignment operations
Advances received

Custody operation liabilities
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27. CAPITAL

As of 31 December 2013 and 2012, the Bank’s share capital was comprised of
RUGLQDU\VKDUHVZLWKWKHSDUYDOXHRI(857KH/DZRQ%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQRDQG VWLSXODWHVWKDW
the minimum cash amount of the share capital may not be less that EUR 5,000
thousand. At December 31, 2013, the Bank’s capital complied with the prescribed
minimum capital requirements.

The ownership structure of the Bank’s share capital as of December 31, 2013 and
2012 was as follows:

December 31, 2013

December 31, 2012

6KDUH
&RXQW

(85
¶


2ZQHU
ship

6KDUH
&RXQW

(85
¶


2ZQHU
ship

HB – collective custody account 4

5,281

2,700



5,281

2,700



Cerere s.r.l



2,229

13.93



2,229

13.93

Gorgoni Antonia

3,131



10.00

3,131



10.00

Gorgoni Lorenzo

2,591

1,325

8.28

2,591

1,325

8.28

7RGRURYLĄ0LOMDQ



1,184

7.40



1,184

7.40

Other shareholders





43.52





43.52

Ukupno

31,305



100.00

31,305



100.00

6KDUHKROGHU
130
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28. COMPLIANCE WITH THE REGULATIONS OF THE CENTRAL
BANK OF MONTENEGRO
The Bank is required to maintain certain ratios pertaining to the volume of its
activities and composition of risk assets in compliance with the Law on Banks and
regulations of the Central Bank of Montenegro.

,QDFFRUGDQFHZLWKWKH'HFLVLRQRQ&DSLWDO$GHTXDF\LQ%DQNV ´2IÀFLDO*D]HWWH
RI 0RQWHQHJURµ QR    WKH %DQN·V FDSLWDO LV FRPSULVHG RI WKH
Bank’s core capital and supplementary capital, minus deductible items. The Bank’s
capital as of December 31, 2013 amounted to EUR 20,039 thousand (December 31,
(85WKRXVDQG 

The Bank’s core capital formed in accordance with the Decision on Capital Adequacy in Banks, as of December 31, 2012 amounted to EUR 20,039 thousand (DeFHPEHU(85WKRXVDQG 7KH%DQN·VFDSLWDODVRI'HFHPEHU
2013 was comprised of the following components: paid-in share capital at nominal
value, collected share premiums decreased by the amount of prior period losses
and amount of intangible assets and unrealized loss on fair value adjustment of
ÀQDQFLDODVVHWVDYDLODEOHIRUVDOHDWIDLUYDOXHDVZHOODVWKHSRVLWLYHGLIIHUHQFH
between the amount of the calculated reserve for potential losses and the sum of
the amounts of impairment allowance per balance sheet assets and provisions per
off-balance sheet items.

Pursuant to Decision on Capital Adequacy in Banks effective as of December 31,
2013, the Bank is required to maintain the minimum capital adequacy ratio of 10%.
As of December 31, 2013, the Bank’s capital adequacy ratio equaled 13.12% (December 31, 2012: 15.05%) and was above the prescribed minimum. As of December
DOORIWKH%DQN·VSHUIRUPDQFHDGHTXDF\UDWLRVZHUHLQFRPSOLDQFHZLWK
the prescribed minimum values required by the regulations of the Central Bank of
Montenegro.
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29. OFF-BALANCE SHEET ITEMS

'HFHPEHU


'HFHPEHU




4,972

Irrevocable documentary letters of credit
issued for payments abroad



39

Other letters of credit for payments abroad



592

40,347



- Payment guarantees



25,245

- Performance guarantees

5,975

5,509

- Other types of guarantees

7,851



Collaterals securitizing receivables





Other items of the Bank’s off-balance sheet
exposures

77,485

79,350

Total

500,585



937

970

501,522

487,523

Undrawn loan facilities

Guarantees issued

Issued promissory notes and acceptances
132

Off-balance sheet liabilities
- Broken–period interest
Total

The Bank transfers receivables from its balance sheet into the internal records if,
in the course of collection thereof, the Bank assesses that the amount of receivables measured at amortized cost will not be recovered and that, in accordance
ZLWK,$6,)56FULWHULDDUHPHWIRUGHUHFRJQLWLRQRIDÀQDQFLDODVVHWZKLFKLQFOXGHVWKHÁRZLQJLQVWDQFHV
1) for unsecuritized receivables:
- when bankruptcy proceedings have been instigated over the debtor lasting for
over a year; or
- when the debtor is in default of over two years;
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29. OFF-BALANCE SHEET ITEMS (Continued)

2) for securitized receivables with the debtor default of over four years, i.e. if the
Bank has not received a single payment from the collateral foreclosure within the
aforesaid period.

In accordance with the regulations in effect, the Bank derecognizes the aforesaid
receivables form the balance sheet and transfers them to the internal records
ZKHUHWKHVHDUHPDLQWDLQHGXQWLOWKHLUFROOHFWLRQRUÀQDOZULWHRII8SRQWUDQVLWLon to the new effective layout of chart of accounts and adoption of IAS and IFRS,
as of January 1, 2013, the Bank transferred all the receivables meeting the criteria
GHÀQHGE\WKH&HQWUDO%DQNRI0RQWHQHJUR'HFLVLRQRQWKH0LQLPXP6WDQGDUGVIRU
&UHGLW5LVN0DQDJHPHQWRI%DQNV 2IÀFLDO*D]HWWHRI0RQWHQHJURQR
DQG IRUWUDQVIHUWRWKHEDODQFHVKHHWDVVHWVWRDSSURSULDWHDFFRXQWV 1RWH
5). Broken-period interest, i.e. interest accrued within off-balance sheet items
was not transferred to the balance sheet accounts.
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30. CASH AND CASH EQUIVALENTS

)RUWKHSXUSRVHVRIFDVKÁRZVWDWHPHQWFDVKDQGFDVKHTXLYDOHQWVHQWDLODOODVVHWV
with maturities of up to three months as follows: cash and available assets held
with the Central Bank of Montenegro, other banks and depositary institutions.
'HFHPEHU


'HFHPEHU


4,190



Foreign currency cash on hand

341

305

Assets in the course of settlement



-

Gyro account

12,315



Correspondent accounts with foreign banks

51,070

23,928

Deposits placed with the Central Bank of Montenegro

9,592

7,057

Deposits placed with banks and other depositary
institutions – residents

83

309

1,124

913





Cash on hand
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'HSRVLWVSODFHGZLWKEDQNVFHQWUDOEDQNVDQG
other depositary institutions – non-residents

31. RELATED PARTY TRANSACTIONS

7KH/DZRQ%DQNV ´2IÀFLDO*D]HWWHRI0RQWHQHJURµQRDQG
  GHÀQHVWKDW VLJQLÀFDQW LQÁXHQFHRQWKH%DQN·VRSHUDWLRQVLVH[HUFLVHG
E\WKRVHHQWLWLHVSHUVRQVDSSRLQWLQJDWOHDVWRQHUHSUHVHQWDWLYHLQWKH%RDUGRI
Directors or some similar board, either through shareholding, through agreement
with the owners or otherwise. In accordance with the Law on Banks, related party
transactions are presented in the following tables:
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31. RELATED PARTY TRANSACTIONS (Continued)

'HFHPEHU


'HFHPEHU


0LOMDQ7RGRURYLĄ

2

-

- Montinari Dario

317

-

1

-

3,543







2

24

- Sigilfredo Montinari

1

-

- Jugopetrol a.d. Kotor



-

- Nereo Finance S.A

108

138

- Podravska Banka d.d. Koprivnica

325

132

- Gorgoni Lorenzo

23

20

-



522

320

0LOMDQ7RGRURYLĄ

284



Total payables





Receivables

- Jugopetrol a.d. Kotor
- Podravska Banka d.d. Koprivnica

Payables
Demand deposits:
0LOMDQ7RGRURYLĄ

- Cerere s.r.l.

Term deposits

Expenses from transactions with related parties during 2013 amounted to EUR 180
WKRXVDQG (85WKRXVDQG ZKLOHLQFRPHWRWDOHG(85WKRXVDQG 
EUR 19 thousand).

As of December 31, 2013 receivables from employees totaling EUR 2,100 thousand
(December 31, 2012: EUR 1,718 thousand) relate to the receivables arising from
loans approved to employees, authorized current account overdrafts and credit
card receivables.

In 2013, total gross remunerations paid to persons with special authorities and
UHVSRQVLELOLWLHVDPRXQWHGWR(85WKRXVDQG WKRXVDQG 
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32. LITIGATION

$VRI'HFHPEHUWKHUHZHUHOHJDOVXLWVÀOHGDJDLQVWWKH%DQNE\OHJDO
entities and private individuals totaling EUR 458 thousand, out of which EUR 440
WKRXVDQGUHODWHVWRWKHODZVXLWÀOHGE\DSULYDWHLQGLYLGXDO7KHRXWFRPHRIWKH
pending legal suits cannot be currently anticipated with any certainty.

As of December 31, 2013 the legal suits involving the Bank as the plaintiff totaled
(85WKRXVDQG

33. TAXATION RISKS
0RQWHQHJURWD[OHJLVODWLRQLVVXEMHFWWRYDU\LQJLQWHUSUHWDWLRQVDQGOHJLVODWLYHFKDQJHV
RFFXUIUHTXHQWO\7KHLQWHUSUHWDWLRQRIWD[OHJLVODWLRQE\WD[DXWKRULWLHVDVDSSOLHGWR
WKHWUDQVDFWLRQVDQGDFWLYLWLHVRIWKH%DQNPD\QRWFRQFXUZLWKWKHYLHZVRIWKH%DQN·V



PDQDJHPHQW &RQVHTXHQWO\ WUDQVDFWLRQV PD\ EH FKDOOHQJHG E\ WKH UHOHYDQW WD[ DXW
KRULWLHVDQGWKH%DQNFRXOGEHDVVHVVHGDGGLWLRQDOWD[HVSHQDOWLHVDQGLQWHUHVWZKLFK
FDQEHVLJQLÀFDQW7KHÀVFDOSHULRGVUHPDLQRSHQIRUUHYLHZE\WKHWD[DQGFXVWRPV·
DXWKRULWLHVZLWKUHJDUGWRWKHWD[SD\LQJHQWLW\·VWD[OLDELOLWLHVIRUDSHULRGRIÀYH\HDUV
7KH%DQN·VPDQDJHPHQWKROGVWKDWWD[OLDELOLWLHVUHFRUGHGLQWKHÀQDQFLDOVWDWHPHQWV
DUHIDLUO\VWDWHG

34. EVENTS AFTER THE REPORTING PERIOD
On March 12, 2014 a private individual plaintiff involved in a legal suit against the
%DQNWRWDOLQJ(85WKRXVDQG 1RWH ZLWKGUHZWKHODZVXLWÀOHGZLWKWKH%Dsic Court of Podgorica. The Court enacted Decision acknowledging that the lawsuit
ÀOHGDJDLQVWWKH%DQNZDVZLWKGUDZQ
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35. EXCHANGE RATES

7KH RIÀFLDO H[FKDQJH UDWHV IRU PDMRU FXUUHQFLHV XVHG LQ WKH WUDQVODWLRQ RI WKH
VWDWHPHQWRIÀQDQFLDOSRVLWLRQFRPSRQHQWVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVLQWR
EUR as at December 31, 2013 and 2012 were as follows:
'HFHPEHU


'HFHPEHU


USD

1.3783

1.3182

CHF

1.2259

1.2080

GBP





 *(1(5$/,1)250$7,21217+(%$1.
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,QDFFRUGDQFHZLWKWKH'HFLVLRQRQWKH&RQWHQW'HDGOLQHVDQG0DQQHURI3UH
SDUDWLRQDQG6XEPLVVLRQRI)LQDQFLDO6WDWHPHQWVRI%DQNV 2IÀFLDO*D]HWWHRI
0RQWHQHJURQRDQG JHQHUDOLQIRUPDWLRQRQWKH%DQNLVSUHVHQ
WHGEHORZ

%DQN·VUHJLVWHUHGQDPH

+LSRWHNDUQDEDQND$'3RGJRULFD

5HJLVWHUHGDGGUHVV



8OLFD-RVLSD%UR]D7LWDEURM3RGJRULFD

%DQN·V,'QXPEHU





7HOHSKRQH)D[QXPEHU



:HESDJH





KWWSZZZKLSRWHNDUQDEDQNDFRP

(PDLODGGUHVV



KLSRWHNDUQD#KEFRPH

7KH%DQNKDVKHDGRIÀFHDQGEUDQFKHV
+HDGFRXQWVDW'HFHPEHU 
*\URDFFRXQW
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 *(1(5$/,1)250$7,21217+(%$1. &RQWLQXHG

,QIRUPDWLRQRQWKH3UHVLGHQWDQGPHPEHUVRIWKH%RDUGRI'LUHFWRUV

5HVLGHQFH
)LUVWQDPH
ODVWQDPH

'DWHRIELUWK

3ODFH

$GGUHVV VWUHHWQXPEHU

Sigilfredo Montinari

0D\

Lecce, Italy

Via P. Cecere 3

2. Member

%RçDQD.RYDĆHYLĄ

December


Koprivnica,
Croatia

Ul. Vinodolska broj 51

3. Member

6QHçDQD3REL

June 29,


Koprivnica,
Croatia

Ul. Vinodolska broj 51

4. Member

5HQDWD9LQNRYLĄ

September
19, 1971

Koprivnica,
Croatia

Trg Kralja Zvonimira broj 22

5. Member

(VDG=DLPRYLĄ

March 17,


Podgorica

Bulevar Revolucije broj 8

0HPEHU

'ROO\3UHGRYLĄ

June 20,


Milan, Italy

Via Visconti di Modrone Uberto 1

7. Member

0LOMDQ7RGRURYLĄ

0D\

Trieste, Italy

Salita Alla Madonna di Gretta
7ULHVWH,WDO\

Chief Executive
2IÀFHU

(VDG=DLPRYLĄ

March 17,


Podgorica

Bulevar Revolucije broj 8

Executive
2IÀFHU
authorized to
sign documents

(VDG=DLPRYLĄ

March 17,


Podgorica

Bulevar Revolucije broj 8

1. President
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 *(1(5$/,1)250$7,21217+(%$1. &RQWLQXHG

Top ten shareholders of the Bank:

Data on Shares
1DPHODVWQDPH&RP
SDQ\QDPH

5HVLGHQFH5HJLVWHUHGDGGUHVV
SODFHVWUHHWQXPEHU

Share count

2ZQHUVKLS

+%=ELUQLNDVWRGLUDĆXQ

-RVLSD%UR]D7LWD

5,281



Via di Torrebianca 43, Trieste, Italy



13.9275

GORGONI ANTONIA

&RUVR3LDYH/HFFH,WDO\

3,131



GORGONI LORENZO

&XWURÀDQR9LD8PEHURO,WDO\

2,591



72'2529,ă0,/-$1

6DOLWD$OOD0DGRQQDGL*UHWWD
Trieste, Italy



7.3982

2SDWLĆND.RSULYQLFD+UYDWVND

2,047



L-1510 Luxembourg 38, Avenue de la
Faiencerie, Luxembourg

1,524



7UJ0DWD3HWURYLĄDEURM.RWRU

1,472

4.7021

Piazza Libertini 10, Italy

1,445



Via P.Cecere 3, Lecce, Italy

1,445



CERERE S.R.L.

PODRAVSKA BANKA DD
NEREO FINANCE S.A.
JUGOPETROL AD KOTOR
MONTINARI DARIO
MONTINARI SIGILFREDO
Total share capital
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 *(1(5$/,1)250$7,21217+(%$1. &RQWLQXHG

Share issues and share issue designations:

6KDUHSDUYDOXH

6KDUHFRXQW

2nd share issue

RSD 100,000

200

2nd share issue

RSD 10,000

1,000

3rd share issu

USD 1,000

1,200

3rd share issu

USD 1,000

300

4th share issue

New RSD 1,000

900

4th share issue

New RSD 1,000

100

5th share issue

New RSD 10,000

300

WKVKDUHLVVXH

New RSD 10,000

500

7th share issue

New RSD 10,000

1,000

8th share issue

New RSD 10,000

2,500

6KDUHLVVXHEDVHGRQSURÀWGLVWULEXWLRQ

RSD 10,000



9th share issue

DEM 1,000

3,000

6KDUHLVVXHEDVHGRQSURÀWGLVWULEXWLRQ

DEM 1,000



10th share issue

DEM 1,000

5,000

Share issue for sales to the shareholders with
preemptive rights

DEM 1,000

5,000

First closed issue

EUR 511,29

5,000

6KDUHLVVXHEDVHGRQSURÀWGLVWULEXWLRQ

DEM 1,000



6KDUHLVVXHEDVHGRQSURÀWGLVWULEXWLRQ

DEM 1,000



6KDUHLVVXHEDVHGRQSURÀWGLVWULEXWLRQ

DEM 1,000



Share issue designation

140

[ Financial Statements ]

 *(1(5$/,1)250$7,21217+(%$1. &RQWLQXHG

The international ID number of the Banks regular shares (ISIN) is MEHIBPRA9PG8

The stock exchange and quotations where the Bank’s shares are listed: Montenegro
Stock Exchange Podgorica, Free share market C.

Share prices when traded on the stock exchange:
Regular shares
/RZHVW

+LJKHVW

In the previous year



780.0000

In the current year

490.0000



Share prices at the beginning and end of the reporting period:
Regular shares
/RZHVW

+LJKHVW

In the previous year





In the current year



490.0000

1HWSURÀWSHUVKDUH
In the previous year



In the current year



0DUNHWSULFHSHUVKDUHUHODWLYHWRWKHQHWSURÀWSHUVKDUH
In the previous year



In the current year



Carrying value per share:
In the previous year

790.27

In the current year

921.99

7KHDXGLWLQJFRPSDQ\WKDWDXGLWHGWKHÀQDQFLDOVWDWHPHQWV(UQVW <RXQJ
0RQWHQHJURGRR3RGJRULFD6HUGDUD-ROD3LOHWLĄD3RVORYQLFHQWDU3DODGDORNDO$
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Bank’s Management and Organizational Structure

Board of directors
Sigilfredo Montinari, Chairman
%RçDQD.RYDĆHYLĄ'HSXW\&KDLUPDQ
'ROO\3UHGRYLĄ0HPEHU
0LOMDQ7RGRURYLĄ0HPEHU
6QMHçDQD3REL0HPEHU
5HQDWD9LQNRYLĄ0HPEHU
(VDG=DLPRYLĄ0HPEHU

$XGLW%RDUG
0DUNRæLJPXQG&KDLUPDQ
%RçDQD.RYDĆHYLĄ0HPEHU
-RYDQ3DSLĄ0HPEHU

&UHGLW5LVN%RDUG
5HQDWD9LQNRYLĄ&KDLUPDQ
Sigilfredo Montinari, Member
(VDG=DLPRYLĄ0HPEHU
144

%DQN·V([HFXWLYHV
(VDG=DLPRYLĄ&(2
-HOHQD9XOHWLĄ
$QD*ROXERYLĄ
$OHNVDQGDU0LWURYLĄ

&KLHI,QWHUQDO$XGLWRU
9HVHOLQ,YDQRYLĄ

$0/RIÀFHU
0LUMDQD-RYDQRYLĄ

$GPLQLVWUDWLYHVHUYLFHDQG+XPDQ5HVRXUFHV
%REDQ/LĆLQD

&RPSOLDQFH
6ODYNR5DNRĆHYLĄ

6HFXULW\RI,7V\VWHP
+DULV'L]GDUHYLĄ

'LYLVLRQV

3D\PHQW2SHUDWLRQVDQG7UHDVXU\1DWDåD/DNLĄ
5LVN*RUDQ6PRORYLĄ
&RPPHUFLDO
)LQDQFH
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RETAIL NETWORK

Berane
$GGUHVV8O0RMVLMD=HĆHYLĄDEE
7HO  
)D[  

3RGJRULFD²+HDGRIÀFH
$GGUHVV8O-RVLSD%UR]D7LWDEU
Tel: +382 (0) 77 700 001;
Fax: +382 (0) 77 700 071

Ulcinj
Address: Ul. 29. Novembra bb
Tel: +382 (0) 77 700 210; 211; 212;
Fax:+382 (0) 77 700 215
Danilovgrad
$GGUHVV%DMD6HNXOLĄDEU
Tel: +382 (0)77 700 230
Fax:+382 (0)77 700 232

Branches
Podgorica
Address: Ul. Slobode br. 19
Tel: +382 (0) 77 700 080; 081; 082; 083;

Fax:+382 (0) 77 091
1LNåLĄ
$GGUHVV7UJ6DYH.RYDĆHYLĄDEE
Tel: +382 (0) 77 700 180; 182; 183; 184;
Fax:+382 (0) 77 700 185
Bar
Address: Ul. Maršala Tita br. 15
Tel: +382 (0) 77 700 131; 130; 132; 133;
Fax:+382 (0) 77 700 135
Budva
Address: Mediteranska br. 4
Tel: +382 (0) 77 700 122; 120; 121; 123;
124;
Fax:+382 (0) 77 700 125
Kotor
$GGUHVV6&.PDOLMD7UJ03HWURYLĄD
bb
Tel: +382 (0) 77 700 110; 112; 113; 114;
Fax:+382 (0) 77 700 115
Herceg Novi
Address: Ul. Njegoševa br. 52
Tel: +382 (0) 77 700 140; 141; 142; 143;
Fax:+382 (0) 77 700 145
Bijelo Polje
Address: Ul. Slobode bb
Tel: +382 (0) 77 700 171; 172; 173;
Fax:+382 (0) 77 700 175

Sub-branches
Podgorica
Address: Bulevar revolucije br. 2a
Tel: +382 (0) 77 700 100; 101; 102; 103;
104;
Fax:+382 (0) 77 700 105
Podgorica
$GGUHVV8O'MRND0LUDåHYLĄD0
Tel: +382 (0) 77 700 200; 201; 202; 203;
Fax:+382 (0) 77 700 204
Podgorica
Address: Cetinjski put bb, Donja gorica
Tel: +382 (0) 77 700 127;
Fax:+382 (0) 77 700 129
Tuzi
Address: Tuzi bb
7HO  
Fax:+382 (0) 77 700 095
Cetinje
Address: Ul. Bajova br. 74
7HO  
)D[  
Tivat
Address: Ul. 21. Novembra br. 21
Tel: +382 (0) 77 700 151; 150; 152; 153;
154;
Fax:+382 (0) 77 700 155
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