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HalkBank is obliged, starting from this year, to compile a non-financial report, in accordance with
the Law on Accounting, which is incorporated into the Operating Report.

This means that the Annual Operating Report includes a non-financial report which contaings
information necessary to understand the development, business results and position of the legal
entity, as well as the results of its activities related to minimum environmental protection, social
and personnel issues, respect for human rights, corruption and bribery issues, including:

1) brief description of the business model of the legal entity;

2) a description of the legal entity's policies regarding these issues, including the basic analysis
procedures being conducted,

3) results of these measures;

4) the underlying risks associated with those matters relating to the business of the legal entity,
including, where relevant and necessary, its business relationships, products or services that may
cause negative results in those areas, and the way in which the legal entity manages the business

risks;

5) non-financial key performance indicators important for a particular business.

1. ESTABLISHMENT

HALKBANK was founded in Tiirkiye in 1933 and
has been building a growing network of
branches since then. HALKBANK aims to
efficiently provide all banking services, create
added value for its customers, shareholders
and employees, as well as to contribute to the
development of the banking sector and capital
markets, but also gain a respectable place in
the banking industry. Today, HALKBANK
operates successfully in Tirkiye, Macedonia,
Serbia and the Netherlands.

Halkbank a.d. Beograd has been operating in
the Republic of Serbia since 2015 when Tiirkiye
Halk Bankasi A.S. became the major owner of
Cacanska banka (operating since 1956).

The Bank was registered with the Serbian
Business Registers Agency under Decision no.
BD 54244 dated 13™ September 2005.

The Bank has been operating under the name
of Halkbank a.d. Beograd since 22" October
2015 when the change of its legal name was
registered in the Serbian Business Registers
Agency under Decision no. BD 89155/2015.

2. ORGANISATION OF OPERATIONS

Halkbank a.d. Beograd is the universal bank,
which offers all types of banking products and
services to corporate clients, entrepreneurs
and retail clients. The Bank encourages and

finances growth and development of the
domestic economy, but is also a safe place for
savings deposits of all clients. The Bank's
primary goal is to create products that will
completely satisfy all customers’ expectations.

The Bank is registered in the Republic of Serbia
for performance of payment operations and
credit and deposit operations in the country
and abroad and it operates in compliance with
the Law on Banks.

Halkbank a.d. Beograd has successfully
expanded its business network and client base.
Today the Bank offers services and products
through a network of 28 branches, 8 sub-
branches and 1 cash desk. As at 31! December
2021, the Bank was comprised of 9 branches in
Belgrade, 3 branches in Cacak and branches
located in the towns of Smederevo, Jagodina,
Gornji Milanovac, Kraljevo, UzZice, Kragujevac,
KruSevac, Arandelovac, Valjevo, Sabac, Nis,
Leskovac, Novi Sad, Pancevo, Novi Pazar and
Subotica and 8 sub-branches in Paracin,
PoZega, Topola, Ivanjica, Vrnjacka Banja,
Zrenjanin, Tutin and Pirot. The Bank opened a
new sub-branch in Pirot during 2021.

Our goal is to be a bank that encourages and
finances the growth and development of the
domestic economy, while at the same time
representing a safe place for the savings
deposits of our clients.
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Halkbank’s sub-branch in Pancevo

3. BASIC PERFORMANCE RATIOS

(in RSD thousand)

Income Statement** 31.12.2020. 3112.2021. Plan 2021 reauz:;:i:
Net interest income 2,192,546 2,489,846 2,580,734 96%
Net fee and commission income 774,055 1,173,708 1,011,130 16%
e
Operating expenses 2,285,895 2,730,879 2,704,226 101%
Net profit before tax 529,706 946,464 711,278 133%
Profit tax 0 (58,589) 0 -
Profit from deferred taxes 0 1,519 0 -
Net profit after tax 529,706 889,394 711,278 125%
Balance Sheet 31.12.2020 31.12.2021. Plan 2021 _ Plan

realization
Loans to clients* 55,099,508 65,872,844 68,691,463 79%
Deposits from clients™® 54,515,216 68,914,073 63,847,080 154%
Capital 12,488,546 16,127,517 16,727,582 86%
Total assets 85,015,897 99,781,574 98,768,964 107%
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Key Performance Indicators (KPI) 31.12.2020 31.12.2021. Plan 2021
Costs to Income Ratio {(CIR)** 75.46% 73.76% 74.55%
Net Interest Income to OPEX 96.39% N.I7% 95.43%
Non-interest income to Operating costs Ratio 36.14% 44.40% 37.3%%
Capital Adequacy Ratio (CAR) 21.18% 23.64% 21.00%
ROA 0.70% 0.97% 0.77%
ROE 4.30% 5.87% 4.87%
NIM 3.66% 3.39% 3.53%

All financial projections for 2021 are prepared in EUR and realization of goals is followed in EUR. Planned amounts in this report are
presented in EUR by using middle exchange rate RSD/EUR valid on 31.12.2021 for balance sheet positions and average exchange rate
RSD/EUR for 2021 for income statement positions.

*The difference of positions ,Loans to clients and ,Deposits from other clients* from the positions in the official Balance sheet form are
explained in the items 3.1and 3.2

**|n order to calculate the cost-to-income ratio, Income from the ‘Other income' position, have been included within revenues along with
net interest and fee income.

ASSETS 17% ‘\\NETlNTERESTINCOME 14%

-

OANS TO CLIENTS OPEX 19%
20% Growth in

CLIENTS : 2021 NET FEE INCOME 52%
DEPOSITS 26 '

CAPITAL 29% PROFIT 68%
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1. MACROECONOMIC ENVIRONMENT AND BANKING SECTOR

Economic activity

Thanks to the preserved macroeconomic and
financial stability and the timely and
comprehensive package of measures adopted
by the NBS and the Government of the Republic
of Serbia, Serbia recorded a cumulative growth
of real GDP of about 6.5% in two pandemic
years. The package of economic measures
implemented during 2021 has directly
contributed to increasing the liquidity of legal
entities and facilitating business operations,
especially in those sectors that are still under
the stronger influence of the pandemic, such
as tourism and passenger transport, while this
financial help given to private individuals
stimulates demand and indirectly affects
economic activity. In parallel with economic
measures, the atleviation of restrictive health
measures has resulted in a more dynamic
recovery of certain activities of the service
sector that are most affected by the pandemic.
In addition to these temporary factors that
have positively contributed to economic
activity, there have been structural
improvements. They are primarily reflected in
the activation of new and expansion of existing
export-competitive production capacities, as
well as in the further development of road and
railway infrastructure, which permanently
increases the potential of the domestic
economy. Structural improvements in the
economy supported by economic policy
measures were materialized in a strong
increase in GDP, whose expected growth in
2021, according to the Republic Bureau of
Statistics, is 7.5%. According to the RBS, GDP
growth in the first quarter amounted to 1.8%
year on year, which means that the domestic
economy already exceeded the level of
economic activity from the pre-pandemic
period in the first quarter. GDP growth in this
period was driven by construction and
industrial production, as well as net exports,
which was the main generator of economic
growth. Good economic trends continued in the
second quarter of 2021 with a year-on-year
increase in GDP of 13.7%, in the third with a

growth rate of 7%, and in the fourth with an
estimated year-on-year growth of 6%.

Real GDP growth rate (%)
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Inflation

From the middle of 2021, inflation was at a
slightly higher level compared to the previous
period. This trend in inflation was influenced by
temporary factors, primarily the rise in world
prices of oil and primary agricultural products,
delays in global supply chains, but also its low
base value. In addition to the increase in the
prices of oil and vegetable derivatives, the
increase in the prices of meat, electricity,
tobacco, oil, utilities, alcoholic beverages and
restaurant and hotel services also had a
significant impact on the growth of inflation in
this period. The temporality of this increase in
inflation is indicated by the inflation
expectations of the financial sector and the
economy, which are around the central level of
the target, but also the movement of core
inflation, which was significantly lower and
amounted to 2.6%.

Average inflation in 2021 was 4%, while year-
on-year inflation in December was 7.9%. The
highest monthly growth of 1.1% was recorded in
April. (August, October and November 0.9%).
Base inflation in December 2021 was
significantly lower than total inflation and it

7
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was amounted to 3.5%, indicating temporary
inflationary pressures.

According to the NBS projection, inflation will
remain above the upper limit of the target for
some time, and with the weakening of
temporary factors, inflation is expected to
gradually decrease in the second quarter of
2022, enter the target during the third quarter
and stabilize around the central target at the
end of 2022.

Inflation expectations for the next two to three
years range from 3% to 4%.

Inflation and target by country in December
2021. (p.a., in %)
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Consumer prices trends in Serbia during 2021
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Labor market

As a result of returning to the path of strong
economic growth and general economic
stability, and supported by the process of
population vaccination and economic stability,
2021 is characterized by better-than-expected

developments in the labor market, especially in
wages. The success of the economic package
of measures was verified by the absence of
significant negative effects of the pandemic on
the labor market, jobs and wages were
significantly preserved, and the scenario of a
significant increase in unemployment was
avoided.

According to the Labor Force Survey, after the
unemployment rate of 12.8% in the first quarter,
during the second quarter of 2021, the
unemployment rate decreased to 11.1%.
However, compared to the same period last
year, it was higher by 3.2 percentage points.
This increase in the unemployment rate was,
above all, a consequence of the circumstances
present in 2020. Namely, due to the measures
against the pandemic, a good part of the
population was prevented from working or they
gave up looking for work. Thus, that part of the
population is classified in the contingent of the
population outside the labor force, so they
were not considered unemployed. As a
consequence, the out-of-labor force rate in the
second quarter of 2020 was at a very high level
of 49.8%, while the unemployment rate was a
low 7.9%. In the second quarter of 2021, the rate
of the population outside the labor force
decreased to 45.7%, which is an indicator of
recovery in the labor market. A markedly
positive trend was recorded among the young
population, where the employment rate
increased by 7.8 percentage points to 25.9%.

The unemployment rate in the third quarter of
2021 was 10.5%, or 0.6 pp. lower than in the
previous quarter. The employment rate in Q3
2021 reached the level of 50%, which is the
highest level since 2010.

The average net salary continued to grow and
in 2021 (January-Nov) it amounted to RSD
65,058 (553 euros), achieving a real increase of
5.4% compared to the previous year. More than
half of the total wage growth in the first half of
the year was determined by wage growth in the
manufacturing industry, trade and healthcare.
Faster wage growth was achieved in the
private sector compared to the public sector.
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Movement of average monthly net salary and
real growth rates
65,058
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Source: Ministry of Finance

Exchange rate

Due to good macroeconomic trends and
economic growth above expectations, 2021 will
be characterized by stable trends in the foreign
exchange market. As a result of maintaining
stability in the foreign exchange market, the
confidence of international investors has been
restored and their interest in investing in dinar
government bonds has increased, especially
after their inclusion in the J.P. Morgan index.
Despite the appreciation pressures caused by
the inflow of capital, thanks to the
interventions of the NBS on the foreign
exchange market, the stability of the dinar
against the euro was maintained during 2021 as
well. Hence, its value was almost unchanged
over the year. On the other hand, the dinar
weakened against the dollar in 2021 by 8.64%.

FX trend during 2021
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Source: NBS

Interest rates

During 2021, the NBS Executive Board did not
change the value of the reference interest rate.
The value of the reference interest rate was
kept at the level of 1.00%.

The monetary expansion of the NBS, as well as
other central banks, meant that interest rates
in Serbia were low and stable. From October
2021, the NBS reduces the expansion of
monetary policy without changing the basic
interest rates, having in mind the increased
cost pressures in the international and
domestic environment and the necessity of
influencing inflation expectations.

Interest rates on government securities are
around their minimums (3.24% for the
securities with the maturity of 12 years).

Interest rates on new dinar loans have dropped
significantly since the beginning of the cycle of
reducing the reference interest rate, and in
November 2021 they amounted to 3% on
corporate loans and 8.3% on retail loans.

Interest rates on euro-indexed loans fell due to
a sharp fall in the risk premium, the country's
credit rating improved and the ECB's monetary
policy eased.
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Fluctuation of the interest rates on the financial markets
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Credit rating

Standard and Poor’s - In June 2021, the rating
agency Standard and Poor's reaffirmed
Serbia's credit rating at BB+ with a stable
outlook for its further increase. In December
2021, the mentioned agency increased Serbia's
prospects for obtaining an investment rating
from stable to positive. This decision was
influenced by the strong economic growth of
Serbia and the high degree of resilience of the
economy to the shock caused by the pandemic.
In its report, the agency pointed out that thanks
to the adequate economic policy pursued in
Serbia, economic growth will amount to 7%.
The agency points out favorable growth
prospects in the medium term, high inflow of
foreign direct investments, record level of
foreign exchange reserves and expected
reduction of fiscal deficit. It is estimated that
the credit rating is supported by a credible
monetary policy and a moderate level of public
debt. The stability of the banking sector is also
emphasized, which is reflected in the high
capital adequacy and low level of problematic
loans.

dec
2020

éM EURIBOR
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Fitch Ratings - In September 2021, Fitch
Ratings reaffirmed Serbia's credit rating at BB+
with a stable outlook for further improvement.
Good economic results of Serbia achieved in
the period before and maintained during the
pandemic, as well as successfully
implemented fiscal consolidation measures,
have resulted in achieving stable and
sustainable public finances creating conditions
for economic recovery and long-term
sustainable macroeconomic development.

Moody’s - In March 2021, Moody's upgraded
Serbia’s credit rating from Ba3 to Ba2 with a
stable outlook for further improvement.
Factors that contributed to the improvement of
the credit rating are the resistance of the
Serbian economy to the consequences caused
by the coronavirus pandemic, stable level of
medium-term growth, as well as expectations
that indicators of fiscal sustainability in Serbia
will continue to be above the average of Ba
credit rating countries.

10
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Credit rating of the Republic of Serbia, Tiirkiye, neighboring countries and Eurozone countries
according to the rating agency Moody's

Current
Fquniay/ieac 2017 2018 2019 2020 2021  Outlook
Germany Aaa Aaa Aaa Aaa Aaa Stable
France Aa2 Aa2 Aa2 Aa2 Aa2 Stable
Bulgaria Baa2 Baa2 Baa2 Baal Baal Stable
Romania Baa3 Baa3 Baa3 Baa3 Baa3 Stable
Croatia Ba2 Ba2 Ba2 Bal Bal Stable
Serbia Ba3 Ba3 Ba3 Ba3 Ba2 Stable
Montenegro Bi B1 Bl B1 B1 Stable
Turkiye Bal Ba3 B1 B2 B2 Negative
Bosnia and Herzegovina B3 B3 B3 B3 B3 Stable
Source:https://tradingeconomics.com/

Banking sector

At the end of the third quarter of 2021, 24 banks
with an organizational network of 1548
business units operated on the Serbian
banking market. The total number of
employees in the banking sector is 22,503.

The total balance amount of the Serbian
banking sector amounted to RSD 4,854 billion,
which is an increase of 5.49% for the first nine
months of 2021. In the same period, the capital
of banks increased by 0.58% and amounted to
721 billion RSD.

The first 10 banks had a share of 83.1% in the
total balance sheet, 83.3% in deposits and 81.9%
in loans. As in the previous period, Banca
Iintesa is the leading bank in terms of total
balance sheet and deposits with a share in the
total balance sheet of the banking sector of
15.69% and a share in total deposits of 15.55%.
Unicredit Bank also has a market share in total
assets of over 10%, as well as OTP Bank, which
recorded a significant increase in total assets
and market share in total assets (13.19%) due to
the merger with Vojvodjanska Bank. Halkbank
a.d. Belgrade in the first nine months of 2021,
recorded an increase in market share in all key
balance sheet positions. The participation of
Halkbank a.d. Belgrade in the total balance
sheet assets of the banking sector is 2.01% and
the Bank is in the 14th place by the size of
balance sheet assets. According to the amount

of the deposit, the Bank is on the 13th place in
the banking sector with a share of 2.08%, while
in terms of the loans balance it is in the 14th
place with a share of 2.26%.

As of the third quarter of 2021, the banking
sector achieved a pre-tax result of RSD 40.7
billion, which is -6.3% less than in the same
period last year. 20 banks operated with a
positive result with a total profit of RSD 41.4
billion, while 4 banks operated with a loss in
the total amount of RSD 711 billion. Lower
profits compared to the same period last year
were caused by the fall in reference interest
rates and lower other operating income of
some banks. According to the realized profit
during the first three quarters of 2021 of RSD
740,172 thousand, Halkbank a.d. Belgrade took
12th place.

The reduced profitability of the banking sector
during the first nine months of 2021 was
accompanied by a decrease in profitability
indicators compared to the same period last
year. At the end of the period, return on equity
(ROE) was 7.54% while return on assets (ROA)
was 1.14%.

Non-performing loans (NPL ratio) amounted to
3.4% at the end of November 2021, while the
coverage of these placements by the loan loss
provisions was 57.9%. At the end of 2021 year,
HalkBank a.d. Belgrade had a share of NPLs in
total loans of 2.25% and a ratio of coverage of

Ll
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problematic loans by the provisions related to
problematic loans of 53.93%. Despite the
corona virus pandemic, almost all countries in

the region in 2021 recorded a decline in the
share of problem loans in total loans.total
loans.

NPL ratio
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The banking sector of Serbia was adequately
capitalized with an average capital adequacy
ratio of 22.2% at the end of the third quarter,

which is significantly above the prescribed
minimum of 8%.

2. ACHIEVEMENT OF BASIC OPERATING TARGETS

The Bank asseses its goals through the
realization of the goals set in the Business
Policy for 2021. The goals were realized through
the activities listed below.

1. In the Operating Policy for 2021, the Bank has
planned expansion of branch network by
opening 2 new branches/sub-branches. In May
2021, the Bank opened a new sub-branch in
Pirot, whilse the opening of the branch in
Presevo was postponed for the first quarter of
2022.

2. Faster growth of key balance sheet items than
expected for the banking sector is planned in
order to increase market share in the sector.
According to the data for the end of September
2021, the Bank increased its market share in the
total assets of the banking sector compared to
the end of 2020 from 1.92% to 2.08%, while the
share in total loans increased from 2.11% to
2.26%.

3. In 2021, the Bank achieved positive financial
result after tax in the amount of 889,3%4
thousand RSD which represents a growth of
67.90% compared to the same period last year.
Realized values regarding this goal are shown
in the following table:

(in RSD thousand)

Indicators 31122021  Plan 2021 rea';l:a';ion
et interest 2,489,846 2,580,734  96.48%
flet fee 173,708 101,130 116.08%
Sg:tr:""g 2,730,879 2,704,226  100.99%
Profit 889,394 711278  125.04%

4. In May of 2021 the Bank had recapitalization in
amount of EUR 30 million, required for financing
planned investments in new Headquarters

12
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building, as well as implementation of new core
banking system.

5.In February 2021, the Bank started a project to
implement a new "Core Banking" system called
Halk Fusion. It is estimated that the new
software solution for the "Core Banking" system
will be applied in the Bank's operations in March

selection of suppliers has been completed. The
project planning phases have been completed,
as well as the GAP analysis. The next step is to
prepare data for migration, development
activities as well as preparation for testing. In
addition, regardless of the project, a new
modern application for foreign exchange
operations was launched in July this year.

2023, while the completion of the project is
planned for May of the same year, so the
realization of significant project phases is
planned for 2022. The process of negotiation and

3. BALANCE SHEET

3.1 Assets

As of December 3i1st 2021, the Bank's total assets amounted to 99,781,574 thousand RSD and
accounted increase of 17.37% compared to the end of 2020, or by 14,765,677 thousand RSD.

The main drivers of this growth were new placements to clients, as well as additional investments
in securities. The growth of total loans in the observed period amounted to RSD 10,773,336 thousand
(19.55%), while the growth of financial assets amounted to RSD 3,160,777 thousand (28.42%).

(in RSD thousand)

ASSETS 31.12.2020 31.12.2021. Plan 2021 e of
change
Cash, cash equivalents and o
assets held with the central bank 13,707,004 12,689,315 10,065,028 -7.42%
Financial assets* 1,120,811 14,281,588 12,934,031 28.42%
Loans to banks and other 2,398,662 3,822,319 1,763,732 59.35%
financial organizations
Loans to clients** 55,099,508 65,872,844 68,691,463 19.55%
Intangible assets, property, plant
and equipment and investment 1,822,164 2,324,973 4,726,800 27.59%
property
Other assets™** 867,748 790,535 587,911 -8.90%
Total assets 85,015,897 99,781,574 98,768,964 17.37%

* The position “Financial assets” consists of pledged financial assets, receivables from derivatives and securities from official Balance
sheet.

** The positions of ,Loans to clients* and ,Loans to banks and other financial organizations* differ from the positions ,Loans and
receivables from clients* and ,Loans and receivables from banks and other financial organizations® presented in the official Balance
sheet form for the amount of claims for accrued interest, fees and accrued interest receivable and accrued income for EIR compensation,
shown in the ,Other assets* position. Position ,Other assets* includes position ,Deferred tax assets* from official Balance sheet form.

*** The position ,Other assets* includes position ,Deferred tax assets* from official Balance sheet form.

The following graphs present the currency structure of assets as at 31.12.2020 and 31.12.2021.
13
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Structure of Assets
31.12.2020

51.89%

®RSD BFX

3.1.1 Loans to clients

Structure of Assets
31.12.2021

BRSD BFX

In accordance with the strategy of Halkbank a.d. Beograd, the main focus is on achieving maximum
customer satisfaction, development of innovative products and services, improvement and
digitalization of processes with a constant emphasis on raising business efficiency.

The structure of position Loans to clients as of December 31% 2020 and December 31st 2021 is given

in the following table:

(in RSD thousand)

31.12.2020 3112.2021. Plan 2021 cha‘{:;:_
Loans to clients - net 55,099,508 65,872,844 68,691,463 19.55%
ﬁgﬂ’"ate clients without 38,781,185 46,736,357 47,620,751 20.51%
Retail clients without NPL 15,591,032 18,449,572 19,988,957 18.33%
NPL (net)* 727,291 686,915 1,081,755 -5.55%

* NPL position refers to net receivables from problemaltic customers, without receivables for interest and fee

During 2021, the Bank's net loan portfolio increased by 19.55%, ie RSD 10,773,336 thousand. In addition
to the growth of the loan portfolio, compared to the end of 2020, the net amount of non-performing

loans decreased by 5.55%.

31.12.2020

1.32%
28.30%

70.38%

= Corporate ® Retail & Net NPL

31.12.2021

1.04%
28.01% |y

70.95%:

® Corporate ¥ Retail & Net NPL
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Gross loans - Corporate

Gross corporate loans, including gross NPL, as of December 31st 2021 amounted to 48,153,335
thousand RSD, with growth of 19.39% comparing to the end of 2020. In the following graphs, structure
of these loans as of 31.12.2021 is presented:

®Working capital loans  ® [nvestment loans

COR loans structure as of
31.12.2021

6,944,065
33.66%

13,685,520

66.34%

SME loans structure as of

7,046,294
27.23%

m Working capital toans ®Investment loans

AGRO loans structure as of

1,407,531
85.28%

& Working capital loans ™ Investment loans

In 2021, despite the COVID-19 virus pandemic, the Bank managed to achieve good results and create
new sales channels in extremely fierce competition on the domestic banking market.

The most important activities of Corporate and SME Marketing Division in 2021 were as follows:

Bank realized EUR 246.2 million in
Corporate, SME and Agro segments
through Guarantee scheme for supporting
of the economy, cross-border loans,
standard loan products, as well as certain
programs and actions. The focus was on
the Guarantee scheme for supporting of
the economy, FRK investment loans
campaign in cooperation with the National
Bank of Serbia, new credit line in
cooperation with SEF foundation, Support
program for SMEs, as well as lending to
Agro clients.

Bank has continued with undertaking of all
necessary activities in order to comply
with the requirements of the NBS
regarding the COVID-19 pandemic. The
Bank implemented NBS prescribtion in
which all banks have an obligation to
approve relief in repayment to debtors.
According to the decision HalkBank a.d
Beograd maintained the same approach in
cooperation with clients and continued to
constantly contact clients from the Bank's
portfolio, in order to assess the effects
and consequences of the pandemic on
clients' operations, for joint activities that
will prevent negative consequences.
Clients were informed about all measures
of the State, as well as the announced

financial incentives that will be realized
through the banking sector. Branches are
monitored intensively. on a daily basis
with clear instructions on measures to be
taken on the basis of new regulations and
state regulations.

In 2021, Bank participated in the Guarantee
scheme for supporting of the economy.
Bank realized total of EUR 37.2 million
through 468 loans. The Government of the
Republic of Serbia has adopted a package
of economic measures aimed at reducing
the negative effects caused by the Covid-
19 pandemic. One of the measures is the
Guarantee scheme for supporting the
economy in the conditions of Covid-19
crisis for loans for maintaining liquidity
and working capital through commercial
banks operating in the Republic of Serbia.
The total value of the funds provided for
this measure is EUR 2.5 billion. We believe
that participating in the imptementation of
the said program would contribute to the
preservation and expansion of the
portfolio of credit clients, it would enable
the placement of funds with first class
collateral, as well as provide support to
clients in maintaining liquidity with funds
with favorable interest rate.
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The basic conditions of Guarantee Scheme are
as follows:

- Guarantee from Republic of Serbia covers
up to 80% of the principal of each
individual loan, while the maximum
amount of the guarantee at the portfolio
level is 24%

- Eligible clients: Micro, Small and Medium
Enterprises

- Purpose of loans: for liquidity and
working capital, excluding refinancing
and early repayment in other banks.

- Maximum amount of loan is up to 25% of
client's revenue, not more than EUR 3
million per individual client, at the banking
sector level

- Maximum maturity of loan is up to 36
months, including 9-12 months grace
period, with maximum yearly interest rate
for EUR loans of 3M EURIBOR + 3.0% and
for RSD loans 1M BELIBOR + 2.5%.

e [n May 2021, the Bank concluded the
Agreement on the guarantee of the
Republic of Serbia for lending to the
economy due to the prolonged negative
impact of the COVID-19 pandemic caused
by the SARS-CoV-2 virus, with the aim of
increasing the liquidity of legal entities.
The total value of the funds foreseen for
this measure is EUR 500 million and Bank
has realized total of EUR 3.1 million
through 28 loans. Participation in the
implementation of Guarantee scheme Il
should contribute to the preservation and
expansion of the portfolio of credit clients,
enable the placement of funds with first-
class collateral, as well as provide
support to clients in maintaining liquidity
with funds with a favorable interest rate.

The basic conditions of the Guarantee scheme
Il are the following:

- Guarantee from Republic of Serbia covers
up to 80% of the principal of each
individuat loan, while the maximum
amount of the guarantee at the portfolio
level is 25,6%

- Eligible clients: Micro, Small and Medium
Enterprises

- Purpose of loans: for liquidity and working
capital, refinancing of existing loans for
liquidity and working capital, as well as
refinancing of investment loans. Loans
cannot be used to refinance loans with
other banks;

- Maximum amount of loan is up to 30% of
client’'s revenue in 2019, not more than
EUR 3 million per individual client;

- Maximum maturity of loan is up to 60
months, including 18-24 months grace
period, with maximum yearly interest rate
for EUR loans of 3M EURIBOR + 4.0% and
for RSD loans 1M BELIBOR + 2.75%.

e In the second quarter of 2021 the Bank
signed contract with Ministry of
agriculture for subsidized loans for
waorking capital and agro equipment. This
is the fourth consecutive year of the
Bank's participation in the program
through which significant results have
been achieved through lending to Agro
clients.

e Cooperation with existing clients has been
intensified with the continuous
development of long-term relationships.
In 2021, the bank managed to increase the
total number of business clients by 8%.
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Gross loans - Retail

Gross retail loans, including gross NPL, as of December 31st 2021 amounted to 18,734,388 thousand
RSD with the following structure:

(in RSD thousand)

Retail Marketing and ADC Division realized
following activities during 2021 with an aim to
launch new products and services, to increase
portfolio and profitability.

Interest-bearing assets increased by 18%,
from EUR 133 million to EUR 157 million. The
most noticeable growth was achieved for the
second year in a row thanks to the growth of
the housing loan portfolio, where growth
was 31.62% and EUR 16.7 million, respectively,
with continued growth of the portfolio and
cash loans, which increased by EUR 7 million
and 9.73%. In parallel with the further growth
of the portfolio, there was an increase in
interest income, so that during 2021 there
was an increase of 11%.

The “2 in 1" campaign was completed, in
which cash credit and credit card were
offered as related products in order to
increase the number of issued credit cards
as a relatively new product in the Bank's
service. We have continued with bundle
offers - the goal is to increase the number of
products per client, further linking clients to
the Bank and increase profitability. The focus
remains on clients employed by good
employers - budget institutions and public
companies and pensioners. We insist on
further synergy between the Bank's
segments, so that we continue to actively
offer products and services to the population
of our SME and CORPORATE clients.

Loan type 31.12.2020 31.12.2021. % of change

Cash loans 8,626,404 9,465,804 9.73%
Housing loans 6,221,866 8,189,349 31.62%
Consumer loans 679,921 642,873 -5.45%
Allowed overdraft 174,220 198,786 14.10%
Other 154,196 237,576 54.07%
Total 15,856,607 18,734,388 18.15%

During 2021, we had 2 pre-approved credit
card campaigns for the best customers. One
at the beginning of the year and the other at
the end of the year, which was additionally
supported in the following way - together
with Mastercard, the Bank has created a
"Mastercard / HALKBANK acquisition
campaign" in which the Bank supports the
sale of debit and credit cards from the
Mastercard system. The cards covered by
the campaign are - Mastercard Debit Gold
(within the Gold current account package),
Mastercard HALKTag and Mastercard Credit
World. The goals are the acquisition of new
clients and also up-selling and cross-selling
for existing clients. Retail CRM achieved a
result of 108% while cashiers achieved 81%
fulfillment of the set campaign goal. At the
end of 2021, the Bank had over 4,100 credit
cards issued and over 3,200 Mastercard
HALKTag debit cards issued.

Application of the change of the Tariff of fees
for the provision of services to individuals
from 12/07/2021. The change includes paper
and electronic orders, domestic and foreign
payment transactions, with the favoring of
electronic orders, which is in line with the
plans for further digitalization of the Bank.
This enabled the Bank to further increase
non-interest income from retail clients.

In addition, in order to further digitalize the
Bank, in order to promote special products
and services, Incentive campaigns were
created - it is possible to open an Account
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through digital channels - free of charge for
monthly maintenance for 4 maonths for Silver
current account package and Mastercard
HALKTag debit card - no monthly
maintenance fee for a period of 4 months
with the Silver current account package or 6
months with the Gold current account
package.

Also, a special offer has continued in 2021
year that aims to support clients during the
holiday season - a comprehensive offer is
focused on the needs of clients and their
holidays. An offer of tourist loans has been
created. With special emphasis if the
destination is Tiirkiye, a special cooperation
has been established with Turkish Airlines
and with possibility to withdraw funds with
debit cards free of charge at ATMs in Turkiye
for individuals.

The action of closing inactive (dormant)
accounts (accounts that have no activity for
more than 12 months) was realized, with the
aim of settling the client base, as well as in
order to reduce costs that the bank has on

inactive client accounts (sending
notifications in accordance with legal
regulations, etc.).

During 2021, Halkbank a.d. Belgrade

continued with the further expansion of the
ATM network, so that on 31.12.2021 there
were a total of 91 ATMs. Also, continuous
cooperation with the bank's clients in order
to expand the network of POS terminals
resulted in a total of 3,325 devices at the end
of the fourth quarter. The bank's orientation
towards further digitalization of business

processes, improvement and expansion of
services it offers to its clients can be seen
through the total number of debit cards of
113,165, credit 4,100, Ebanking users: 28,359
individuals.

Housing loans
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3.2 Equity and Liabilities

Total liabilities as of December 31% 2021 amounted to 99,781,574 thousand RSD with the following
structure:

(in RSD thousand)

LIABILITIES 31.12.2020 31.12.2021. Plan 2021 7% of
change
Deposits from banks and 7,487,610 4,604,184 8,465,911 _38.51%
other financial organizations
Deposits from other clients** 54,515,216 68,914,073 63,847,080 26.41%
Funds borrowed*** 8,159,379 6,889,604 8,230,747 -15.56%
Other liabilities™*** 2,365,146 3,246,196 1,497,643 37.25%
Total liabilities 72,527,351 83,654,057 82,041,382 15.34%
Share capital 8,972,603 12,499,049 12,500,271 39.30%
Reserves 529,706* 889,394 Mm,372 67.90%
Current period profit 682,330* 542 0 -99.92%
Undistributed profit from 2,303,907 2,738,532 3,515,940 18.86%
previous years
Total capital 12,488,546 16,127,517 16,727,582 29.14%
Total liabilities 85,015,897 99,781,574 98,768,964 17.37%

* By the decision of the Bank's Assembly of April 27, 2021. The Bank's profit realized in 2020, as well as the amount of retained earnings
from previous years, were allocated to the position of profit reserves.

** The positions "Deposits from the clients" and “Deposits from banks and other financial organizations” differ from the positions
*Deposits and other financial liabilities to other customers® and "Deposits and other liabilities to banks, other financial organizations and
the central bank™ presented in the official form of Balance sheet for the amount of liabilities based on interest and fees, accrued liabilities
for accrued interest and other financial liabilities to customers, which are presented in the position "Other liabilities".

*** The item "Funds borrowed" presented in the overview is shown without accrued interest liabilities and accrued expenses for liabilities
stated at amortized cost using the effective interest rate which is part of the total amount of loans received from customers and banks
presented in the Bank's financial statements. , which are presented in the overview under the item "Other liabilities™.

**** The item "Other liabilities" additionally contains the item "Provisions® from the official form of the Balance Sheet.

The following graphs present the currency structure of liabilities as at 31.12.2020 and 31.12.2021

Valutna struktura pasive Valutna struktura pasive
31.12.2020. 31.12.2021.

® Dinarska ® Devizna ® Dinarska ® Devizna
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3.2.1 Deposits from banks, other financial organizations and central bank

The structure of deposits from banks, other financial organizations and central bank and
comparative analysis as of December 31% 2020 and December 31% 2021 is presented in the following
table:

(in RSD thousand)

Deposits from banks and

other financial or@anizations 31.12.2020 31.12.2021 % of change
Transaction deposits 123,155 74,295 -39.67%
Other deposits 7,364,455 4,529,889 -38.49%
Total 7,487,610 4,604,184 -38.51%

Within the position, other deposits are deposits of insurance companies and "money market"
deposits of domestic and foreign banks.

3.2.2 Deposits from clients

The structure of deposits from clients and comparative analysis by segments as of December 31*
2020 and December 315'2021 is presented in the following tables and graphs:

(in RSD thousand)

Deposits from clients 31.12.2020 31.12.2021 Plan 2021 % of change
Transaction deposits 24,653,761 32,501,479 28,219,704 31.83%
Other deposits 29,861,455 36,412,594 35,627,376 21.94%

Total 54,515,216 68,914,073 63,847,080 26.41%

Total increase of depaosits from clients in 2021 amounted to 26.41%.
(in RSD thousand)

Deposits from clients 31.12.2020 31.12.2021 Plan 2021 % of change
Corporate clients 31,406,924 37,226,531 36,215,287 18.53%
Retail clients 23,108,292 31,687,542 27,631,794 37.13%

Total 54,515,216 68,914,073 63,847,080 26.41%

By constant monitoring of market trends, individual and proactive approach to clients, the Bank
increased the level of deposits from corporate clients by 18.53%, and the level of deposits from retail
clients by 37.13%.
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The structure deposits from clients is presented in the following graphs:

Transaction deposits
31.12.2020.

7,663,826
31%

16,989,935
69% ® Corporate clients

® Reatil clients

Term and other deposits
31.12.2020.

15,444,466 14,416,989
52% 48%

» Retail clients

Funds borrowed

® Corporate clients i

(in RSD thousand)

Transaction deposits
31.12.2021.

11,513,071

35%

20,988,408
65% ® Corporate clients

® Retail clients

Term and other deposits
31.12.2021.

20,174,471 16,238,123

55% 45%

® Corporate clients

¥ Retail clients

(in RSD thousand)

Borrowed loans in foreign currency 31.12.2020 31.12.2021. % of change
- EIB 5,303,581 4,436,438 -16.35%
- Demir-Halk Bank (Nederland) N.V. 999,432 999,448 0.00%
- EAR long-term revolving line 837,726 855,461 2.12%
- European Fund for Southeast Europe 503,915 167,975 -66.67%
- GGF 484,154 414,996 -14.28%
- Government of Republic of ltaly 30,57 15,286 -50.00%

Total 8,159,379 6,889,604 -15.56%

During the 2021, the Bank paid the principle of long-term loans to IFls on a regular basis in the
amount of EUR 21,527 thousand. In the same period, the Bank withdrew EUR 10,727 thousand of IFI's

funds.
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3.2.3 Equity

The capital of the Bank as of December 31 2021 amounted to RSD 16,127,517 thousand and comprised

of the following:

(in RSD thousand)

Equity 31.12.2020 31.12.2021. % of change
Share capital - ordinary shares 5,658,940 7,338,200 29.67%
Share capital - preference cumulative shares 1,340 1,340 0.00%
z::::scapital - preference non-cumulative 600,000 600,000 0.00%
Share premium 2,712,323 4,559,509 68.10%
Revaluation reserves** 577,380 -200,031 -134.64%
Reserves from profit 1,726,527 2,938,563 70.20%
Undistributed profit from previous years 682.330* 542 -99.92%
Profit of the current year 529,706 889,394 67.90%

Total 12,488,546 16,127,517 29.14%

*By the decision of the Bank’s Shareholders Assembly dated 27.04.202], the Bank's profit from 2020, as well as remaining

undistributed profit from previous years, was allocated fo position reserves from profit.

** The decrease in revaluation reserves is a consequence of the increase in interest rates on the debt securities market,
issued by the Republic of Serbia, which led to a decrease in the fair value of the mentioned securities in the Bank's books.

The information about the number of shareholders and the basic information of shares is presented

in the following table:

Information on shares 31.12.2020 31.12.2021.
Number of shareholders 1 1
Number of shares 626,028 793,954
Nominal value per share in RSD 10,000 10,000
Net book value per share in RSD 19,948.86 20,312.91

22



Halkbank a.d. Beograd - Annual operating report 2021

4. OFF-BALANCE SHEET ITEMS

One of the significant segments of business with clients, in which the Bank achieves continuous
growth and which are a stable source of income for the Bank, are certainly performance and
payable guarantees and letters of credit. On this position during the 2021, there is a growth rate of
17.86% compared to the end of 2020. The structure of off-balance sheet items as of December 31

2020 and December 31% 2021 is presented in the following table:

(in RSD thousand)

Off-balance sheet items 31.12.2020 31.12.2021. % of change
Contingent hablllt_les (guarante_ees: .ayals, 17,346,665 20444146 17.86%
acceptances and irrevocable liabilities)

Opel.'atlons for and on behalf of third 257727 245,181 -4.87%

parties

Derivatives (SWAP) 470,321 471,365 0.22%

Other off-balance sheet items 79,792,616 140,412,289 75.97%
Total 97,867,329 161,572,981 65.09%

The following table compares the structure of the item guarantees, avals, acceptances and
irrevocable liabilities as of December 315 2020 and December 31* 2021

(in RSD thousand)

Contingent liabilities (guarantees, avals, 31.12.2020 30.09.2021 % of change
acceptances and irrevocable liabilities)
Performance guarantees 1,579,939 13,417,697 15.87%
Payment guarantees 3,153,131 4,471,642 41.82%
Unused limits which cannot be revoked 1,906,000 1,834,620 -3.75%
Issued' forel‘gn currency letters of credit with 676,086 676,097 0.00%
Banks’ confirmation
Issued uncovered letters of credit 31,509 44,090 39.93%
Total 17,346,665 20,444,146 17.86%

In the following table, position “Other off-balance sheet items” is presented.

(in RSD thousand)

Other off-balance sheet items 31.12.2020 31.12.2021 % of change

R e soets ooy = W) s s
Commitments for framework loans and facilities 10,813,711 11,309,811 4.59%
Calculated suspended interest 5,076,233 5,280,990 4.03%
Financial assets pledged as collateral 1,200,000 0 -100.00%
Other off-balance sheet items 20,395,805 27,558,904 35.12%
Total 79,792,616 140,412,289 75.97%

23



Halkbank a.d. Beograd - Annual operating report 2021

5. STATEMENT OF PROFIT AND LOSS FOR THE PERIOD

The Income Statement for the period from January 1% to December 31 2021 is presented in
compliance with the Law on Accounting, IFRS and NBS regulations.

The Bank realized a profit of RSD 889,394 thousand at the end og the 2021.

(in RSD thousand)

Income Statement 31.12.2020 31.12.2021 Abs % of  plan 2021
change change
Interest income 2,714,093 3,105,259 391,166 14.41% 3,256,780
Interest expense 521,547 615,413 93,866 18.00% 676,046
Net interest income 2,192,546 2,489,846 297,300 13.56% 2,580,734
Fee and commission 981,159 1,512,865 531,706 5419% 1258034
income
Feg and commission 207,104 339,157 132,053 63.76% 246,904
expense
Net fee and commission 774,055 1,173,708 399,653 51.63% 1,011,130
income
Net trading income 95,413 140,691 45,278 47.45% 23,515
Other operating income 48,097 38,879 -9,218 -19.17% 35,272
Net income/(losses) on
impairment of financial -294,510 -165,781 128,729 -43.M% -235,147
assets
Total net operating 2,815,601 3,677,343 861,742 3061% 3,415,504
income
Salaries, salary
compensation and other 958,415 1,125,268 166,853 17.41% 1,083,438
personal expenses
Depreciation costs 404,384 464,110 59,726 14.77% 482,051
Other expenses 923,096 1,141,501 218,405 23.66% 1,138,738
Total operating expenses 2,285,895 2,730,879 444984 19.47% 2,704,226
NET PROFIT BEFORE TAX 529,706 946,459 416,758 78.68% m,278
PROFIT TAX 0 (58,589) (58,589) - 0
PROFIT FROM

DEFERRED TAXES 0 1,519 1,519 B 0

NET PROFIT BEFORE TAX 529,706 889,394 359,688 67.90% 711,278

*The item "Other operating income” consists of the items "Other operating income® and “Other income” fram the official income statement

form.
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Despite the reduction of BELIBOR and EURIBOR rates during the 2021, the Bank increased its net
interest income by 13.56%, or by RSD 297,300 thousand, comparing to the same period last year,
primarily due to the growth of the loan portfolio . Net income from fees and commission increased
by 51.63%, or by RSD 399,653 thousand. The largest contribution to this increase was made by the
growth of revenues from fees for payment transactions (increase of RSD 281,053 thousand, or
50.90%) as well as significant growth of revenues from fees charged to merchants (increase of RSD
120,475 thousand, or 477.79%), and which is the result of the expansion of the POS terminal network.
Total operating expenses are higher for 19.47%, or by RSD 444,984 thousand comparing to the same
period last year. The largest share in total operating expenses is recorded by salaries of employees
with 47%, followed by depreciation with 9%, depreciation costs related to IAS 16 8%, premium paid
to the Deposit Insurance Agency 5.9%, legal costs 3.2% and others.

Costs of legal services and litigation provisions were nearly RSD 132,230 thousand higher than in
the same period last year.

The structure of interest income is presented in the following table:
(in RSD thousand)

Interest income 31.12.2020. 31.12.2021 % of change

Corporate clients 1,382,840 1,607,921 16.28%
Retail clients 918,605 1,019,070 10.94%
Securities 393,195 470,002 19.53%
Other 19,453 8,266 -57.51%
Total 2,714,093 3,165,259 14.41%

The structure of fee and commission income is presented in the following table:
(in RSD thousand)

Fee and commission income 31.12.2020. 3112.2021 % of change

Fees from payment operations 552,145 833,198 50.90%
o/w Retail Segment 146,384 213,107 45.58%
o/w Corporate Segment 377,072 581,951 54.33%
o/w Banking Segment 28,689 38,140 32.94%
Fees from guarantees 172,134 226,024 31.31%
Fees from FX changes 101,803 149,340 46.70%
Fees from payment cards 100,849 245,361 143.30%
o/w Merchant service charges 25,215 145,690 477.79%
o/w Interchange fees 47,384 41,773 -11.84%
o/w payment cards and other 28,250 57,898 104.95%
Other fees 54,228 58,942 8.69%
Total 981,159 1,512,865 54.19%
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The structure of interest expense is presented in the following table:
(in RSD thousand)

Interest expense 31.12.2020. 31.12.2021 % of change

Deposits - corporate 198,269 265,902 34.1M%
Deposits - retail 137,474 183,900 33.77%
Banks deposits 92,278 99,780 8.13%
Borrowings IFl's 83,256 51,276 -38.41%
IFRS 16 10,270 14,555 41.72%
Total 521,547 615,413 18.00%

The structure of fee and commission expense is presented in the following table:
(in RSD thousand)

Fee and commission expenses 31.12.2020. 31.12.2021 % of change
Payment operations 104,291 154,203 47.86%
Fees from payment cards 88,941 164,480 84.93%
Credit bureau 13,145 14,624 1.25%
Credit lines 0 17 -
Other fees 727 5,833 702.34%

Total 207,104 339,157 63.76%
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6. CASH FLOWS

Cash flows from operating activities during the 2020 and 2021 are presented in the table below:

(in RSD thousand)

Cash inflows from operating activities I-XIl 2020 I - Xl 2021 Change
Interest 2,336,690 3,307,350 970,660
Fees 986,193 1,510,907 524,14
Other operating income 13,345 13,135 -210
Dividend and share in profit 0 622 622

Total cash inflows 3,336,228 4,832,014 1,495,786

Cash outflows from operating activities

Interest 461,902 587,498 125,596
Fees 204,341 336,113 131,772
Salaries 1,017,402 1,044,406 27,004
Tax and contribution 205,930 215,398 9,468
Other operating expenses 722,890 893,020 170,130

Total cash outflows 2,612,465 3,076,435 463,970

Net cash inflows from operating activities
before increase/decrease in financial assets or 723,763 1,755,579 1,031,816
financial liabilities

Cash inflows from operating activities before increase/decrease in financial assets or financial
liabilities during the 2021 increased for RSD 1,495,786 thousand comparing to the same period in
2020.

Cash outflows from operating activities before increase/decrease in financial assets or financial
liabilities increased during the of 2021 for RSD 463,970 thousand comparing to the same period in
2020.

Net cash inflows from operating activities before increase/decrease in financial assets or financial

liabilities in 2021 amounted to RSD 1,755,579 thousand, which is increase of RSD 1,031,816 thousand
comparing to same period in 2020.
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8. COMPLIANCE OF OPERATIONS WITH THE NBS REGULATIONS AND IFI AGREEMENTS

As of December 31¢ of 2021, all the operating ratios of the Bank were within the limits prescribed
by the Law on Banks and NBS regulations.

Ratio The values prescribed by Values as at

the NBS regulations December 315t 2021
Regulatory Capital Min 10,000,000 € 122147,239€
Capital adequacy ratio (rggll_:_n;a]lbng;/:/; 23.64%
Foreign exchange risk ratio maksimalno 20% 0.73%
Liguidity ratio Min 1 193
Narrow liquidity ratio Min 0.7 1.66
Liquidity coverage ratio Min 100% 149.86%
Exposure to one person or group of related persons maksimalno 25% 12.34%
Sum of large exposures maksimatno 400% 33.64%
Investment in non-financial sector maksimalno 10% 0%
Bank's investments into non-financial sector, fixed maksimalno 60% 11.20%

assets and investment property

Business policy for 2021 as one of the main goals in the risk management process defines
maintenance of capital adequacy ratio above 18%, taking into account planned capital increase in
2021 for EUR 30 million.

During the second quarter, the planned capital increase for EUR 30 million was realized, in the form
of capital increase of the Bank. Additionally, based on the Decision of the Bank's General Meeting,
held on April 27" of the current year, the total profit realized in 2020 as well as retained earnings
from previous years in the total amount of EUR 10 million is also included in the Bank's capital.

As at December 31 2021, calculated capital adequacy ratio was at the level of 23.64% (21.18% as at
31.12.2020.), which is still significantly above required regulatory limits.

By the Decision on the Minimum Requirement for Capital and Eligible Liabilities of a Bank, National
Bank of Serbia (I0 NBS br.38, February 11" 2021) defines ratio of Capital and Eligible Liabilities to
total liabilities for the Bank equal to 7.97%, which was previously at level of 8.44%. As per the last
available calculation from June 30" 2021, the ratio of the Capital and Eligible Liabilities to total
liabilities of the Bank was 20.89%, which is significantly above the defined limit. Given the structure
of the portfolio, the Bank expects that this indicator will be at a similar level, and certainly many
times above the prescribed level, as of 31.12.2021.
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Compliance with the covenants from the agreements concluded with the international financial
institutions (IFis)

Pursuant to the defined limits in the agreements concluded with the international financial
institutions (IFIs) - German Development Bank (KfW), Green for Growth Fund (GGF), and European
Fund for Southeast Europe (EFSE) the Bank is required to comply with agreed financial covenants
until the final repayment of the loans. As of December 31* of 2021, the Bank is aligned with all
indicators.

Fundamentals of the risk management process

Having in mind the activity it is engaged in, the Bank is inclined to take different types of risks in its
business and therefore the presence of risk is a general characteristic of different business
activities of the Bank. in this regard, the Bank has established a comprehensive and reliable risk
management system based on its clear risk management strategy and included in all its business
activities, thus ensuring compliance of the Bank's risk profile with its identified risk appetite.

Risk management strategy is based on a conservative approach, which implies restrictive takeover
of all the risks that Bank is or may be exposed in its operations. The affirmation of this principle is
in line with a key strategic business objectives such as achieving positive financial results and
preserving the capital base, i.e. improving the market position of the Bank.

The functioning of the risk management system is regulated by the adopted internal policies and
procedures for each material risk, and is subject to independent assessment by internal audit.

The risk management system is designed in accordance with the size and organizational structure,
nature, size and complexity of the Bank's business activities, ie. its risk profile.

Pursuant to the Law on Banks and the National Bank of Serbia (hereinafter: NBS) Decision on Risk
Management, in Halkbank a.d. Beograd (hereinafter: the Bank) the most significant risks have been
identified to which the Bank is exposed in its operations, namely:

e Liquidity risk;

e Credit risk, including residual risk, dilution risk, settlement/delivery risk, counterparty risk,

credit risk induced by interest rate risk, FX credit risk, portfolio currency structure risk and

concentration risk;

Risk of losses from external influences (macroeconomic risk);

Interest rate risk;

Foreign exchange risk, pricing risk and other market risks;

Outsourcing risk;

The risk of money laundering and terrorist financing;

The risk of introducing new products / services;

Risks of investing in other legal entities and fixed assets of the Bank;

Risks relating to the country of origin of the entity to which the Bank is exposed (country

risk);

Operational risk, including legal risk;

e Reputation risk;

e Strategic risk;

e Risk of compliance of the Bank’s operations, including risk of regulatory sanctions, risk of
financial losses and reputation risk;
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¢ Environmental and social risk;

The Bank's targets in risk management are minimization of negative effects on the financial result
and equity, based on the Bank's exposure to the aforementioned risks, with obeying defined risk
appetite frame and the maintenance of required capital adequacy level.

During 2021, the Bank continued to strengthen its risk management system by improving internal
documents, methods and processes that are in line with regulatory changes and recommendations
of the internal and external audit and the National Bank of Serbia.

Risk management framework

The risk management system established in the Bank includes the following:

e Risk management strategies and policies, as well as procedures, guidelines and
methodologies for risk identification, measurement, assessment and managing risks

o Risk appetite - The Bank's intention to take risks to realize its strategies and policies (risk
structure), as well as to determine the acceptable level of risk assumed (risk tolerance).

e Risk profile - the Bank's assessment of the structure and levels of all risks exposed or likely
to be exposed in its business.

e Risk appetite framework (hereinafter: RAF) - The overall approach, including strategies,
policies, procedures, processes, controls and systems through which he risk appetite is
established, communicated and monitored. It includes a statement of appetite risk, risk
limits and an overview of the roles and responsibilities of organizational parts of the Bank
that monitor the application and follow-up of the RAF. RAF takes into account material risks
for the Bank, as well as for the good business reputation that the Bank enjoys in relation to
customers, depositors, creditors and the market in general. RAF is in line with the Bank's
business policy.

e Risk appetite statement (hereinafter: RAS) - Represents an aggregated level of risk that the
Bank is willing to accept, or to avoid, in order to achieve its business objectives. It includes
qualitative descriptions, as well as quantitative measures expressed in relation to income,
capital, risk measurement, liquidity and other relevant indicators. It also provides
quantification of levels of risk that are hardly measurable, such as reputation risk, business
compliance risk, as well as prevention of money laundering and terrorism financing.

e Internal organisation / organisational structure ensuring that risk management activities
and administration activities are functionally and organisationally separated from the
activities of assuming risk, with clearly defined segregation of operations and duties of staff
in order to avoid any conflict of interests

e Effective and efficient risk management process, including mitigation, monitoring and
control of the risks to which the Bank is or may be exposed

e Internal control system as a group of processes and procedures established for the purpose
of appropriate risk control, monitoring effectiveness and efficiency of business, reliability of
financial and other data and information of the Bank, as well as their adjustment to
regulations and internal documents with the aim to ensure safety and stable operations

e Appropriate information system.

The Bank's Supervisory Board is responsible for establishing a risk management system in the
Bank and for supervising such system. The Bank’s Supervisory Board is responsible to ensure that
the Executive Board identifies risks to which the Bank is exposed and to control such risks pursuant
to adopted policies and procedures.

32



Halkbank a.d. Beograd - Annual operating report 2021

The Executive Board implements risk management strategies and policies adopted by the
Supervisory Board, adopts procedures for risk identification, measuring, assessment and
management, analyses efficiency of their implementation and reports to the Supervisory Board
about such activities.

The Audit Committee is responsible for continuous supervision over the implementation of risk
management policies and procedures, and the system of internal controls.

ALCO is in charge of monitoring the Bank's exposure to risks arising from the structure of its
balance sheet receivables and liabilities and off-balance sheet items and it proposes risk
management measures.

Relevant Credit Committee make decisions on granting loans and origination of other receivables,
as well as on amendments to the conditions of such loans and receivables. Decides on all issues
related to collection, including reprogramming and restructuring, and all other issues related to
potentially problematic, problematic and contested claims.

The following Bank’s organisational units participate in the risk management process: the Risk
Management Department, Credit Division, Internal Audit Department and Compliance and AML
Department.

Risk Management Department - monitors legislation in the field of risk management, the NBS
decisions and internal documents of the Bank and is responsible for their proper implementation;
manages risk-weighted assets and off-balance sheet items of the Bank; conducts activities related
to the registration, measurement, management and mitigation of credit, market, operational and
other risks to which the Bank is exposed.

Credit Division - management of lending operations through established lending procedures,
analyzes the financial condition and creditworthiness of corporate and retail clients, evaluates
proposed collaterals, monitors placements at the client level in order to identify and mitigate credit
risk.

Internal Audit Department - provides the Board of Directors with an independent and objective
opinion on issues subject to audit, performs advisory activities aimed at improving the existing
system of internal controls and operations of the Bank and provides assistance to the Supervisory
Board in achieving its goals, applying a systematic, disciplined and documented approach, risk
management, control and process management.

Compliance and AML Department - responsible for the identification and monitoring of compliance
risk of the Bank and management of such risk, which in particular includes the risk of sanctions of
the regulatory body and financial losses as well as reputational risk.

The risk management process consists of several stages:

Risk identification;
Risk measurement and assessment;
Risk mitigation and mitigation;
Risk monitoring and risk control;
Risk reporting.
e The process is based entirely on documented policies, guidelines and procedures, which are
regularly reviewed in terms of their comprehensiveness, accuracy and quality.
The process is based entirely on documented policies, guidelines and procedures, which are
regularly reviewed in terms of their comprehensiveness, accuracy and quality.
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Credit Risk

The Bank measures and monitors the credit risk level through assessing the clients’ solvency and
controlling the loan portfolio through the calculation of impairment provisions pursuant to the IFRS
rules.

Structure of gross risk-weighted assets in terms of classification categories

(in RSD thousand)

Classification Classiiied % of the share in gross e % of the share in gross
amount as of . amount as at e
category 3112.20 classified assets 31.12.21 classified assets
A 37,463,655 42.94% 41,085,491 40.03%
T1.36% 74.58%
B 24,798 118 28.42% ' 35,463,243 34.55%
Vv 15,098,539 17.31% 17.31% 18,465,416 17.99% 17.99%
G 6,680,529 7.66% 3,761,704 3.66%
11.33% 1.43%
D 3,203,971 3.67% ' 3,869,135 3.717%
Total 87,244,812 100.00% 102,644,989 100.00%

Compared to December 31°7 2020, total assets that are classified increased by 17,65%.

Compared to the end of 2020 the structure of the Bank's portfolio was improved in terms of
increasing the share of assets classified in categories A and B in total classified assets by 3.21 p.p,,
and decrease in categories G and D by 3.90 p.p. The share of assets classified in category V was

increased by 0,68 p.p.

Portfolio quality on 31.12.2021. year according to the internal classification is at a medium level of
risk, given that less than 75% of assets are classified in categories A and B.

Collection and coverage of NPLs

Gross NPL based on the methodology of reporting to the National Bank of Serbia is shown in the

following table:
(in RSD thousand)

31.12.2020 31.12.2021 Change

NPL portfolio 1,622,254 1,508,461 -113,793

NPL as of December 31% 2021 was reduced by 114 million RSD compared to December 31+ 2020, as
a result of collection of NPL receivables, as well as accounting write-off conducted for 100%
impaired non-performing receivables. In the year of 2021, the Bank has collected 358 million RSD
of NPL, while accounting write-off of 100% impaired non-performing receivables in the same period
amounted to 242 million RSD. Despite of performing accounting write-off of receivables and transfer
to off-balance sheet items the Bank does not waive its rights for the collection of non-performing
exposures and legal rights arising from such loans.
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On the other hand, new exposures that became the NPL comparing the end of the year 2021 to the
end of the year 2020 amounted 361 million RSD.

Share of gross NPLs in total gross Bank's loans

Ratio 31.12.2020 31.12.2021 Change

Share of NPLs in total loans 2.87% 2.25% -0,62 p.p.

In Credit risk management policy adopted on 30.12.2021, the limit for the level of problematic loans
(NPL indicator) was defined as the ratio of gross NPL and gross loans at the level of 5%. On 31.12.2021
the Bank is below the defined limit of this indicator.

NPL coverage

Ratio 31.12.2020. 31.12.2021.
Ratio of NPL coverage with Impairment provisions for loans 67.75% 67.76%
Ratio of NPL coverage with NPL Impairment provisions 54.63% 53.93%

The Bank’s Credit Risk Management Policy adopted on December 30, 2021. defined the highest
acceptable level of bad assets in relation to on-balance sheet and off-balance sheet assets
classified at a level of less than 5%, as well as the ratio of coverage of problematic loans by NPL
provisions at a level of more than 35%. Share of bad assets (NPE) on 31.12.2021. year in the total
classified assets is 2.02% and is significantly below the defined limit. Participation decreased
compared to 31.12.2020. by 0.04 pp The ratio of coverage of non-performing loans by NPL provisions
is 53.93% and is significantly above the defined limit.

Liquidity Risk
Liquidity Ratio and Narrow Liquidity Ratio prescribed by NBS
in the period from January 1° to December 31* of 2021

Liquidity Ratio Narrow Liquidity Ratio
Value as of 31.12.2021 1.93 1.66
Average 1.98 1.77
Maximum 2.36 2.20
Minimum 1.63 1.41
Daily NBS limit Minimum 0.8 Minimum 0.5
NBS limit on monthly level Minimum 1 Minimum 0.7

Liquidity ratios of the Bank during the period from January 1#* to December 31 2021 were in
accordance with the prescribed limits by the Decision on liquidity risk management by banks. In
order to manage liquidity risk adequately, the Bank monitors internally established indicators of
structural liquidity, besides the limits prescribed by the NBS.
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Additional liquidity ratios in the period from 01.01-31.12.2021 - internally established

Min. Max. Average Limit
Liquid assets ratio 26.75% 31.63% 29.65% Min 20.00%
Net loans to total deposits ratio 87.98% 9N.72% 89.91%  Max 200.00%
Customers' deposits to total deposits ratio 86.97% 93.74% 90.61% Min 75.00%
Deposit concentration ratio 17.09% 23.62% 20.15% Max 30.00%

The Bank was within internally prescribed liquidity limits during the period from 01.01-31.12.2021.

Foreign exchange risk

FX Risk ratio in the period from 01.01. - 31.12.2021

Value as of 31.12.2021
Average

Maximum

Minimum

Limit NBS

0.73%
1.57%
5.50%
0.19%

Maksimalno 20%

Foreign currency risk measured by FX Risk ratio was located in the low risk category during the

2021.

Interest rate risk

The impact of changes in interest rates on the economic value of the Bank is monitored through

total net weighted position of the banking book.

Total net weighted position of the Bank as of December 31* 2021

(in RSD thousand)

Total net weighted position
Equity
Total net weighted position and equity ratio

Internally prescribed maximum

-659,210

14,362,328

4.59%

20%
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Operational risk

In the period from Janiary *'to December 31*' 2021 in terms of Operational risk, 118 events were
reported in the Application of Operational risks. Seventy-five events of operational risk that were
reported referred to cash shortage or surpluses and have been successfully resolved (46 events of
cash shortage and 29 events of cash surpluses).

Number of events 118
Cash shortage 46

Cash surplus 29

External frauds 1

Other 42

Net loss in RSD 1,449,905

The Bank performs also risk assessment of Outsourcing processes, based on the contract
concluded with third parties, which have clearly defined rights and obligations of the parties. When
introducing new products, processes and systems or new business activities, the Bank also
performs assessment and identification of operational risk.

Exposure risk

The Bank's exposure* to persons related to the Bank and its large exposures
as of December 31° 2021

(in RSD 000) % of equity Limit NBS
Persons related to the Bank 1,938,024 13.49% -
Large exposures 4,830,235 33.64% Max 400%

* The Bank's exposure refers to exposure after applying credit risk mitigation techniques and deductions, in line with
NBS Decision on Risk management.

Concentration risk

The Bank monitors the concentration risk through a concentration ratio that was defined as the
ratio of the 20 largest gross exposures at the level of the client or the group of related parties
reduced by exposures covered with cash deposits and total regulatory capital.

The policy of credit risk management has determined that the concentration ratio should be
maintained at a level below 300%.

31.12.2020. 31.12.2021. Prescribed value
Concentration ratio of 20 largest o o, Max 300% of regulatory
clients/groups of related parties 154.54% 133.07% capital

As of December 315 2021, the concentration ratio is within an internally defined limit.

37



Halkbank a.d. Beograd - Annual operating report 2021

Additionally, in order to manage the concentration risk, by the Procedure for the Credit Risk
Management at the portfolio level, exposure limits (balance sheet assets and off-balance sheet
items) have been established to specific geographical areas and to a specific sector / business
activity, which provide diversification of the portfolic. As of December 31* in the mining and
processing industry, the largest exposure of the Bank is 22.51% and in retail 20.52%, which is
significantly below the internally defined limit of 60% and 25% respectively. The exposure of the
Bank in relation to geographical areas is monitored through the participation of exposures to clients
from individual geographical areas in the total classified gross balance sheet assets and off-
balance items. The Bank's largest exposure is to clients belonging to the region of Belgrade 33.43%
and region of Central and Western Serbia and amounts to 33.28%, which is significantly below the
internally defined limit of 50% and 70% respectively.

Exposures of the Bank to specific product types is monitored in accordance with NBS decision on
concentration risk management. Exposures of the Bank to retail loans with a contractual maturity
of more than 2920 days may not exceed 30% of the Bank's capital determined in accordance with
the decision regulating the bank's capital adequacy increased by the amount of all bank liabilities in
dinars with a remaining maturity of more than 1825 days. The calculation of the capital amount
referred to in the preceding paragraph shall not be subject to the regulatory adjustments and
deductions from capital prescribed by the NBS decision regulating the bank's capital adequacy,
except for deductions for the loss of the current year and earlier years and for unrealized losses.
As of December 31¢ 2021, concentration risk ratio in retail segment calculated as previously
described is 7.31%, which is significantly below the defined limit.

Investment Risk

The Bank did not have investments in non-financial sector as of December 31¢ 2021. Total
investments in entities that are not in financial sector and in fixed assets and investment property
were in the category of low risk (below 45% of capital).

Bank’s investments into non-financial sector, fixed assets and investment property
as at December 31 2021

. Investments into fixed
Investments into

non-financial sectors assets and investment Total

property
Amount (000 RSD) 0 1,608,053 1,608,053
Share in capital 0% 11.20% 11.20%
Limit NBS Max 10% - Max 60%

Country risk - The risk relating to the country of origin of the person to whom the Bank is exposed

Bank establishes a system of country classification regarding the level of country risk and is
committed to a system of risk classification by applying categories assigned by international rating
agencies (Moody's, Standard&Poors and Fitch).

In the period from 01.01. to 31.12.2021, the Bank had exposures to clients, which operate in countries
that are classified as low-risk and medium-risk countries, according to the Classification of official
international credit rating agencies and the Bank Procedure.

Bank exposure towards countries, which are in the category of low risk, is without limits. The
country from this category as of December 31" 2021 were Germany, Austria, USA and Czech Republic.
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Countries in the category of medium risk were Macedonia, Tiirkiye, Romania, Bosnia, Croatia and
Montenegro. Exposure to countries in the category of medium risk was significantly below adopted
internal limits during observed period.

Review of countries of clients whose exposure is involved in country risk as of December 31° 2021

Country Risk category Limit Share in Bank's capital
Germany low without limit 5.68%
Austria low without limit 2.02%
USA low without limit 0.59%
Czech Republic low without limit 0.10%
Macedonia medium 100% regulatory capital 30.67%
Tiirkiye medium 100% regulatory capital 21.54%
Romania medium 20% regulatory capital 7.40%
Bosnia medium 40% regulatory capital 2.46%
Croatia medium 10% regulatory capital 0.02%
Montenegro medium 40% regulatory capital 0.01%
Albania medium 25% regulatory capital 0.00%
Italy medium 10% regulatory capital 0.00%

Report on relief in repayment according to the NBS Decision as of December 31* 2021

In view of the declared risk of spreading infective disease caused by the COVID-19 virus (corona
virus), on December 14" 2020, the National Bank of Serbia passed a Decision on temporary
measures for banks to enable adequate credit risk management amid COVID-19 pandemic
(hereinafter the NBS Decision), which prescribes measures and activities that banks are required
to implement to adequately manage credit risk, which means timely identification of potential
difficulties for debtors and taking appropriate steps .

By these Decisions, the NBS prescribes an obligation for banks to approve relief in repayment to
debtors (natural persons, farmers, entrepreneurs and companies) who due to the conditions caused
by the COVID-19 pandemic have or may have difficulties in the repayment of liabilities, at their
request. In accordance with the Decision and guidelines of the NBS, the Bank offered its debtors the
possibility to use the repayment reliefs by posting the offer on its website and sending an individual
notice to its debtors who are in arrears longer than 30 days on November 30™ 2020.

The amendment to the Decision from February 2021 stipulates the obligation for banks to deliver an
individual notice to debtors who are in arrears longer than 30 days on February 28th, 2021

The Bank approved to a debtor (natural person, farmer, entrepreneur and company) a relief in
repayment of liabilities if all of the following conditions have been met:

- a borrower is unable to settle its liabilities to the bank and/or may have difficulties in settling
these liabilities due to the COVID-19 pandemic;
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- as at February 29" 2020 and in the 12-month period before that date, a borrower did not default
on its liabilities to such bank, and neither of the claims on such borrower was classified as a non-

performing loan.

The repayment reliefs are approved at the request of the debtor, and applies to the obligations of
the Bank's clients on the basis of loans and credit products (credit cards and allowed overdrafts on
the current account), approved until the date of entry into force of the Decision (December 15" 2020).
The request may be submitted for one or more loans / credit products in use, no later than April

30" 2021.

The reliefs provided by the Decision refer to the reprogramming and refinancing of loans and
liabilities, with the approval of a grace period of 6 months and the appropriate prolongation of the
repayment period, so that the debtor's monthly obligations do not exceed those from the repayment
plan before approving the relief. During the grace period, the Bank calculates interest, whereby the
debtor determines whether to pay interest during the grace period or after its expiration.

In accordance with the provisions of the Decision, the Bank sent, until December 31 2020, ie until
March 31¢ 2021, individual notices to all debtors who met the criteria defined by the Decision.

As at June 30™ 2021, the Bank has realised all accepted notifications and approved requests for
relief in repayment.

The total number of debtors for whom the relief in the repayment of receivables has been applied
is shown in the tables below:

(in thousands RSD)

Realised notifications / With paying Interest

Type of debtor Requests

No of debtors Amount No of debtors Amount % No of debtors % Amount
Retail 1,066 1,007,269 210 156,336 19.7% 15.5%
Farmers 65 97,593 33 29,263 50.8% 30.0%
Legal entities 147 2,154,675 117 1,853,354 79.6% 86.0%
Enfrepreneurs 104 249,725 88 226,398 84.6% 90.7%
TOTAL 1,382 3,509,262 448 2,265,351 32.4% 64.6%

Out of the total number of debtors, 32.4% decided to pay interest during the grace period.

The number of debtors who decided to pay interest during the grace period is the lowest in the retail
segment (19.7%), while the share in the segment of legal entities and entrepreneurs is significantly

higher (81.7%).
The relief provided by the Decision were realized on a total of 1646 loans, with only 38 loans being

refinanced, while the other 1608 loans were rescheduled.

As at December 312 2021, NPL ratio of loans with realized reliefs is 6,26%. An overview of by type of
debtor is given in the table below:
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(in thousands RSD)
T otal number Number of
0,
Type of debtor ofloans T otal amount NPL loans NPL amount NPL %
Retail 1,141 977,580 77 44 131 4.51%
Farmers 68 98,436 2 3,523 3.58%
Legal entities 219 1,718,768 6 137,679 8.01%
Entrepreneurs 128 185,387 3 1,212 0.65%
TOTAL 1,556 2,980,172 88 186,545 6.26%

Related to the status of debtors with whom the reliefs were applied, as of December 312021, out
of the total number of debtors, 76,3%, ie 52,6% of the total amount of exposure, is classified in Stage

1in accordance with IFRS 9.

An overview of by type of debtor and stage is given in the table below:

Per number of debtors

Ty pe of . .
debtor / Stage Retail Farmers Legal entities Entrepreneurs Total %
Stage 1 819 61 63 67 1,010 76.3%
Stage 2 124 2 59 29 214 16.2%
Stage 3 78 2 16 4 100 7.6%
TOTAL 1,021 65 138 100 1,324 100.0%
Per amount (in thousands RSD)
Type of ; -
debtor / Stage Retail Farmers Legal entities Entrepreneurs  Total %
Stage 1 821,720 92,727 520,185 134,351 1,568,983 52.6%
Stage 2 107,803 2,186 910,789 48,248 1,069,026 35.9%
Stage 3 48,057 3,523 287,795 2,788 342,163 11.5%
TOTAL 977,580 98,436 1,718,769 185,387 2,980,172 100.0%

After the end of the business year, there were no events that have a material impact on the financial
statements for the period ending December 31st, 2021.
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The business policy and strategy of the Bank define the basic business goals and main guidelines
for the development of Halkbank a.d. Belgrade on the Serbian market.

With the capital increase in 2021 in the amount of EUR 30 million, the Bank has achieved and will
have an excellent basis for rapid growth and continued business in the future.

One of the main goals is to expand the business network to more than 50 branches, while raising
market share in Belgrade and other regions where the Bank currently has no branches. The bank
will continue to be SME-oriented, but will remain focused on the retail segment as well. It is planned
that key balance sheet positions will grow faster than the expected growth of the banking sector.

All these activities will contribute to increasing market share in the banking sector to 3% in terms
of total assets with sustainable growth, good liquidity and capital adequacy.

The Bank conducts regular research of financial markets, analyzes the financial needs of clients
and conducts research on the degree of satisfaction of users of financial services.

The Marketing Department continuously develops new products and services of the Bank and
strives to develop and offer modified existing products, as well as completely new products and
services, based on the information and conclusions obtained through market research activities
and customer needs.

There was no redemption of own shares during 2021.

Halkbank a.d. Belgrade has been successfully expanding its business network and client base. Today,
the Bank's products and services are provided through a business network of 28 branches, 8
branches and 1 counter. As of December 31, 2021, the Bank has 9 branches in Belgrade, 3 branches
in Cacak, branches in Smederevo, Jagodina, Gornji Milanovac, Kraljevo, UZice, Kragujevac, Krusevac,
Arandjelovac, Valjevo, Sabac, Nis, Leskovac, Novi Sad, Pancevo, Novi Pazar and Subotica, as well as
8 branches - in Paracin, Pozega, Topola, Ivanjica, Vrnjacka Banja, Zrenjanin, Tutin and Pirot.
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Branches:
Catak
Pivarska
Nemanjina

renjanin
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Branches:
Zemun

Novi Beograd
Beograd

New Mill

Crveni krst
Corporate Branch
Makedonska
Bulevar

Pirot
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Business Partners

National
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Total income

Total

Tax on salaries

2020
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duties of the Supervisory Board is to provide
strategic direction to the Bank's management,
harmonization of operations with laws,
regulations and acts of the National Bank of
Serbia, as well as internal acts of the Bank
and the Group's guidelines, in achieving long-
term goals.

During 2021, the Supervisory Board of the
Bank held 10 sessions. The subject of
consideration and decision-making at these
sessions, in the context of strategic and
business decisions, were: regular monitoring
of financial and business performance of the
Bank, strategic and business initiatives
especially in managing the situation caused by
the Covid-19 epidemic, risk management,
internal system control, business compliance
and internal audit, as well as other important
issues.

Executive Board

The members of the Executive Board of the
Bank are dismissed and appointed by the
Supervisory Board for a period of 4 years with
the possibility of re-election. The Executive
Board consists of 3 members, including the
President.

During 2021, the Executive Board of the Bank
held a total of 54 sessions. One of the basic
competencies of the Executive Board is to
supervise the day-to-day business activities
of the Bank and to ensure that the overall
organization of the Bank adequately supports
the implementation of the business strategy
and the achievement of the Bank's planned
business objectives.

In order to improve operations and more
adequate supervision, the Bank has other
committees in accordance with applicable
regulations: the Business  Monitoring
Committee (Audit Committee), the Credit
Committee and the Assets and Liabilities
Management Committee.

These committees ensure that the Bank
operates in accordance with applicable
regulations and are committed to reviewing
issues in the field of risk management and
internal control systems, business
compliance and prevention of money
laundering and terrorist financing, adequacy
and efficiency of the Bank's procedures and
security systems. All types of placements, as
well as other issues important for the work of

the Bank, each board within its scope.

SUPERVISORY BO.
1. Osman ARSL/- presiden
Hasan TUNCAY, member
Olcay DO!AN, member
Altan TA"KIRAN, member
Hakan BA"ARAN member
Dr Jasmina BOGI#EVI# member
Vesna VUKOVI# member

Noohs~wN

EXECUTIVE BO/
1. Kenan Bozkur-presiden
2. Erturk Simer, member
3. Dusica Eri$, member

Audit Committee
1. Hasan TUNCApresiden
2. Hakan BA"ARAN, member
3. Dr Jasmina BOGI#EVI#, member

Credit Committe:

Decision on establishing Credit Committee .
appointement members of the Cred
Committee

53

it



54



N0
PGVERTY

QuALITY
EDUCATION

d

GENDER
EQUALITY

CiEAN WATER
AND SAKITATION

| —

DECENT WORK AND
ECONOMIC GROWTH

10

CLIMATE
ACTION

T

BELOW WATER

PEAGE. JUSTICE
ANDSTRONG
INSTITUTIONS

L4
[\
-

PARTNERSHIPS
FOR THE GOALS

55



56



57



58



59



VIl HUMAN RESOURCES

)

31122021

E3i12.2021

60



61



Type of business structure

Year

Year 2020 2021
Employees fluctuation

Year 2020 2021

Employed
78 135

Concract termination

Total 63 86

Male

Female
Fluctuation
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IX LOCAL COMMUNITY
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X RISK MANAGEMENT
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