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STATEMENT OF COMPREHENSIVE INCOME  
For the period from January 1, 2015 to December 31,  2015 
(In thousands of Denars) 
 Note  2015  2014 
      
      
Interest income   347,049  367,178 
Interest expense   (193,046)  (208,283)
Net interest income  6  154,003  158,895 
      
Fee and commission income   27,935  35,055 
Fee and commission expense   (15,373)  (15,045)
Net fee and commission income  7  12,562  20,010 

      
Foreign exchange gains/(losses), net 8  3,596  (977) 
Other operating income 9  21,051  1,211 
Impairment losses of financial assets, net 10  (195)  5,135 
Impairment losses of non-financial assets, net 11  (2,289)  (363)
Personnel expenses 12  (35,173)  (33,167)
Depreciation and amortization 13  (9,886)  (5,228)
Other operating expenses 14  (17,523)  (25,948)
      
Profit before tax   126,146  119,568 
      
Income tax expense 15  (12,711)  (12,057)
      
Profit for the year   113,435  107,511 
      
Other comprehensive income       
Revaluation reserve related to foreclosed assets   13,320  - 
Decrease of revaluation reserve, reclassified in the Statement 
of Financial Position  

 
(610)  610 

      
Other comprehensive income for the year, net of tax   12,710  610 
      
Total comprehensive income for the year    126,145  108,121 
      
Profit attributable to:      
  Owner of the Bank    113,435  107,511 
Total comprehensive income attributable to:      
  Owner of the Bank    126,145  108,121 
Earnings per share 27     

Basic (in Denars)   295  280 
Diluted (in Denars)   295  280 

 
The accompanying notes are an integral part of these financial statements. 

 

The financial statements were approved by the Management of the Bank as of June 21, 2016 and adopted by the 
Bank’s Supervisory Board on June 24, 2016. 

 
 

Signed on behalf of MAKEDONSKA BANKA ZA PODDRSKA NA RAZVOJOT AD Skopje:  
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STATEMENT OF FINANCIAL POSITION 
As of December 31, 2015 
(In thousands of Denars) 

Note  2015  2014 
      
ASSETS      
Cash and cash equivalents 16  3,033,016  2,195,710 
Loans and advances to banks 17.1  13,696,974  12,636,788 
Loans and advances to other customers 17.2  137,852  138,405 
Other receivables 18  4,092  8,082 
Foreclosed assets 19  11,597  1,798 
Intangible assets 20  14,754  18,858 
Property and equipment 21  93,800  94,222 
Total assets    16,992,085  15,093,863 
      
LIABILITIES      
Borrowings 23  14,591,821  12,809,172 
Special reserve for off-balance sheet items 24  13,029  16,629 
Income tax liabilities 22  2,652  11,597 
Other liabilities 25  9,453  7,480 
Total liabilities   14,616,955  12,844,878 
      
EQUITY AND RESERVES      
Share capital 26  1,193,792  1,193,792 
Reserves   1,067,903  947,682 
Retained earnings   113,435  107,511 
Total equity and reserves   2,375,130 2,248,985 
     
Total liabilities, equity and reserves   16,992,085  15,093,863 
      
Commitments and contingencies  28  407,633  471,578 

 
The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF CHANGES IN EQUITY 
Year Ended December 31, 2015 
(In thousands of Denars) 
 Share 

capital  Reserves  
Retained 
earnings  Total 

        
Balance, January 1, 2014 1,193,792  831,758  115,314  2,140,864 
Profit for the year -  -  107,511  107,511 
Other comprehensive income for the year, net of tax -  610  -  610 
Allocation to statutory reserve -  115,314  (115,314)  - 
Balance, December 31, 2014  1,193,792  947,682  107,511  2,248,985 
    
Balance, January 1, 2015 1,193,792  947,682  107,511  2,248,985 
Profit for the year -  -  113,435  113,435 
Other comprehensive income for the year, net of tax -  12,710  -  12,710 
Allocation to statutory reserve -  107,511  (107,511)  - 
        
Balance, December 31, 2015 1,193,792  1,067,903  113,435  2,375,130 

 
 

The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF CASH FLOWS 
For the period from January 1, 2015 to December 31,  2015 
(In thousands of Denars) 
  2015  2014 
Cash flow from operating activities     
Profit before taxation  126,146  119,568 
Adjusted for:     
Depreciation of:     
   Intangible assets  5,130  436 
   Property and equipment  4,756  4,792 
Capital loss from:     
Sale of foreclosed assets  242  - 

Interest income  (347,049)  (367,178)
Interest expense  193,046  208,283 
Impairment losses of financial assets, net     
   Additional impairment losses  5,981  102,610 
   Release of impairment losses  (5,786)  (107,745)
Impairment losses of non-financial assets, net     
   Additional impairment losses  2,899  363 
   Release of impairment losses  (610)  - 
Special reserve:     
   Additional provisions  5,493  41,331 
   Release of provisions  (9,093)  (35,634)
Interest received  388,563  366,323 
Interest paid  (212,320)  (208,481)
Profit from operations before changes in operating assets:  157,398  124,668 
(Increase)/decrease of operating assets:     
Loans and advances to banks  (1,060,191)  (328,407)
Loans and advances to other customers  (507)   15,187 
Foreclosed assets  (15,597)  (248)
Other receivables  3,975  1,557 
Other liabilities  1,973  (5,578)
Net cash flow used in operating activities before t axation   (912,949)  (192,821)
Income tax paid  (21,656)  -
Net cash flow used in operating activities  (934,605)  (192,821) 
     
Cash flow from investing activities    
Purchase of intangible assets  (1,026)  (18,518)
Purchase of property and equipment  (4,334)  (1,368)
Net cash flow used in  investing activities   (5,360)  (19,886)
    
Cash flow from financing activities    
Repayment of borrowings  (2,424,516)  (2,236,690)
Increase of borrowings  4,201,787  3,012,522 
Net cash flow from financing activities  1,777,271  775,832 
    
Net increase of cash and cash equivalents  837,306  563,125 
Cash and cash equivalents as of 1 January  2,195,710  1,632,585 
     
Cash and cash equivalents as of December 31  3,033,016  2,195,710 
     
 

The accompanying notes are an integral part of these financial statements. 
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1. GENERAL INFORMATION 

MAKEDONSKA BANKA ZA PODDRSKA NA RAZVOJOT AD Skopje (hereinafter referred to as “the Bank” 
or “MBDP”) is a state owned Shareholding Company incorporated and domiciled in the Republic of 
Macedonia. 

The address of the Bank’s registered office is as follows: St. Dimitrie Chupovski 26, 1000 Skopje Republic 
of Macedonia. 

The Banks’ sole shareholder is the Government of the Republic of Macedonia. The Bank’s main activities 
include funding the startup of businesses and the development of small and medium size enterprises, 
financing exports with loans and issuing financial guarantees, export and domestic credit insurance, 
factoring, issuance of letter of guarantees, trading activities etc. Loans are granted through participating 
banks in the Republic of Macedonia which bear the ultimate risk of collection of the receivables and directly 
as well. 

In accordance with the amendment of the Law for founding of the Macedonian Bank for Development 
Promotion (Official Gazette of the Republic of Macedonia No. 105/09), apart from other changes introduced, 
the Bank is allowed to perform loan financing directly to the customers or jointly with the other Banks or 
non-banking financial institutions. In addition, according to the changes in the Law on MBDP, the Bank has 
transferred previously established Guarantee Fund for issuing letter of guarantees for secure of payments 
of long term loans for investments approved by banks and other financial institutions in Republic of 
Macedonia to micro, small and medium sized enterprises, sole proprietorships and craftsmen registered in 
Republic of Macedonia, to the initial capital of the bank. The letters of guarantees issued from the Guarantee 
Fund until the date of entering into force of this Law are the responsibility of MBDP. 
 
The Bank does not hold any investment in subsidiaries. Also, the Bank shares are not listed on any stock 
exchange market. The number of employees of the Bank as at 31 December 2015 is 41 (2014: 42 
employees). 
 

2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS   
 
(a) Statement on compliance  

 
These financial statements have been prepared in accordance with the International Financial Reporting 
Standards as adopted by the International Accounting Standards Board (the ”IASB”). 

 
The IFRS accounting policies set below have been consistently applied by the Bank to all periods presented 
in these financial statements. 

 
(b) Basis of measurement 

 
These financial statements have been prepared under the historical cost convention, as modified by the 
revaluation of available-for-sale financial assets, financial assets and financial liabilities (included derivative 
financial instruments) held at fair value through profit or loss, under the going concern assumption. 

 
(c) Functional and reporting currency 

 
The financial statements are presented in Denars, which is the Bank’s functional currency. All financial 
information is presented in Denars rounded to the nearest thousand.  
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2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS  (Continued) 
 
(d) Use of estimates and judgments 
 

The preparation of financial statements in conformity with IFRS requires management to make judgments, 
estimates and assumptions that affect the application of policies and reported amounts of assets and 
liabilities, income and expenses. The estimates and associated assumptions are based on historical 
experience and various other factors that are believed to be reasonable under the circumstances, the results 
of which form the basis of making the judgments about carrying values of assets and liabilities that are not 
readily apparent from other sources. Actual results may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised if the revision affects only that period 
or in the period of the revision and future periods if the revision affects both current and future periods. 

Information about significant areas of estimation uncertainty and critical estimates in applying accounting 
policies that have the most significant effect on the amount recognized in the financial statements are 
described in Note 3.23 to the financial statements. 

A summary of the principal accounting policies applied in preparing the IFRS financial statements are set 
out within Note 3 to the financial statements. 

 
(e) Standards and Interpretations effective in the current period 
 

The following new amendments to the existing standards issued by the International Accounting Standards 
Board are effective for current financial period: 

 
• Amendments to IAS 19 “Employee Benefits” - Defined Benefit Plans: Employee Contributions 

(effective for annual periods beginning on or after 1 July 2014), 
 

• Amendments to various standards “Improvements to IFRSs (cycle 2010-2012)” resulting from 
the annual improvement project of IFRS (IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS  16, IAS 24 
and IAS 38) primarily with a view to removing inconsistencies and clarifying wording 
(amendments are to be applied for annual periods beginning on or after 1 July 2014), 

 
• Amendments to various standards “Improvements to IFRSs (cycle 2011-2013)” resulting from 

the annual improvement project of IFRS (IFRS 1, IFRS 3, IFRS 13 and IAS 40) primarily with a 
view to removing inconsistencies and clarifying wording (amendments are to be applied for 
annual periods beginning on or after 1 July 2014). 

 

The adoption of these amendments to the existing standards has not led to any material changes in the 
Bank’s financial statements. 

 
(f) Standards and Interpretations in issue not yet adopted 

At the date of authorization of these financial statements the following new standards and amendments to 
existing standards were in issue, but not yet effective: 

• IFRS 9 “Financial Instruments” (effective for annual periods beginning on or after 1 January 
2018), 

• IFRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or after 1 
January 2016), 

• IFRS 16 “Leases” (effective for annual periods beginning on or after 1 January 2019), 
• Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in 

Associates and Joint Ventures” - Sale or Contribution of Assets between an Investor and its 
Associate or Joint Venture and further amendments (effective date was deferred indefinitely until 
the research project on the equity method has been concluded), 

• Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 12 “Disclosure of Interests 
in Other Entities” and IAS 28 “Investments in Associates and Joint Ventures” - Investment 
Entities: Applying the Consolidation Exception (effective for annual periods beginning on or after 
1 January 2016), 
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2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS  (Continued) 
 

(g) Standards and Interpretations in issue not yet adopted (Continued) 
 

• Amendments to IFRS 11 “Joint Arrangements” – Accounting for Acquisitions of Interests in Joint 
Operations (effective for annual periods beginning on or after 1 January 2016), 

• Amendments to IAS 1 “Presentation of Financial Statements” - Disclosure Initiative (effective 
for annual periods beginning on or after 1 January 2016), 

• Amendments to IAS 12 “Income Taxes” - Recognition of Deferred Tax Assets for Unrealised 
Losses (effective for annual periods beginning on or after 1 January 2017), 

• Amendments to IAS 16 “Property, Plant and Equipment” and IAS 38 “Intangible Assets” - 
Clarification of Acceptable Methods of Depreciation and Amortisation (effective for annual 
periods beginning on or after 1 January 2016), 

• Amendments to IAS 16 “Property, Plant and Equipment” and IAS 41 “Agriculture” - Agriculture: 
Bearer Plants (effective for annual periods beginning on or after 1 January 2016), 

• Amendments to IAS 27 “Separate Financial Statements” - Equity Method in Separate Financial 
Statements (effective for annual periods beginning on or after 1 January 2016), 

• Amendments to various standards “Improvements to IFRSs (cycle 2012-2014)” resulting from 
the annual improvement project of IFRS (IFRS 5, IFRS 7, IAS 19 and IAS 34) primarily with a 
view to removing inconsistencies and clarifying wording (amendments are to be applied for 
annual periods beginning on or after 1 January 2016). 

The Bank has elected not to adopt these new standards and amendments to existing standards in advance 
of their effective dates. The Bank anticipates that the adoption of these standards and amendments to 
existing standards will have no material impact on the financial statements of the Bank in the period of initial 
application.  

 
 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The basic accounting policies used in the preparation of the financial statements are shown below. These 
policies are consistently applied to all years presented, unless otherwise indicated. 

 
3.1 Foreign currency translation  

Transactions in foreign currencies are translated to Macedonian Denars at the exchange rates at the dates 
of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date 
are retranslated to Macedonian Denars at the spot exchange rate at that date. The foreign currency gain or 
loss on monetary items is the difference between amortized cost in Macedonian Denars at the beginning of 
the period, adjusted for effective interest and payments during the period, and the amortized cost in foreign 
currency translated at the exchange rate at the end of the period.  

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are 
retranslated to Macedonian Denars at the spot exchange rate at the date that the fair value was determined. 
Foreign currency differences arising from retranslation are recognized in profit or loss. 

The foreign currencies the Bank deals with are predominantly Euro (EUR) and United States Dollars 
(USD).The exchange rates used for translation at 31 December 2015 and 2014 were as follows:  

 31.12.2015 31.12.2014 
1 EUR MKD 61.5947  MKD 61.4814  
1 USD MKD 56.3744  MKD 50.5604  
1 CHF MKD 56.9583  MKD 51.1152  
1 GBP MKD 83.4617 MKD 78.5906 

 
3.2 Offsetting 

Financial assets and liabilities are offset and reported in the statement of financial position when there is a 
legally enforceable right to offset the recognized amounts and there is an intention to settle on a net basis, 
or realize the assets and settle the liability simultaneously. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued) 
 
3.3 Interest income and expense 

Interest income and expense are recognized in the profit or loss for all interest bearing financial assets and 
liabilities using the effective interest method. The effective interest method is a method of calculating the 
amortised cost of a financial asset or a financial liability over the relevant period.  The effective interest rate 
is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial 
asset or financial liability. The calculation of the effective interest rate includes all fees and points paid or 
received, (transaction costs, and discounts or premiums) that are an integral part of the effective interest 
rate. Transaction costs include incremental costs that are directly attributable to the acquisition or issue of 
a financial asset or liability. 

Interest income and expense presented in profit or loss include interest on financial assets and liabilities at 
amortized cost on an effective interest rate basis  

3.4 Fee and commission income 

Fee and commission income with exception to the fees for approving of loans, is recognized in the profit or 
loss on an accrual basis when the service has been provided.  Fees for approving of loans are deferred and 
amortised over the duration of period of the loan using the effective interest method. 

3.5 Financial assets 

Financial assets are classified in the following categories: loans and receivables, financial assets at fair 
value through profit and loss, financial assets available-for-sale and financial assets held to maturity. 
Management classifies its investments at initial recognition. 

Loans and receivables  

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. They arise when the Bank provides money or services directly to a debtor with 
no intention of trading the receivable. They are recognized when the cash is advanced. As at 31 December 
2015, loans and receivables of the Bank consist of loans and advances to banks, loans and advances to 
customers including factoring receivables and other receivables. 

Financial assets at fair value through profits and losses  

This category of financial assets consists of securities held for trading and securities at fair value through 
profits and losses classified as it at initial recognition. A financial asset is classified as asset held for trading 
of it is acquired or incurred principally for the purpose of generating profit through short-term fluctuations in 
the price or if it is included in the portfolio for which a short-term actual form of profit gain exists. As at 31 
December 2015 and 2014 the Bank has no assets classified under this category. 

Financial assets available-for-sale 

Financial assets available-for-sale are non-derivative financial assets that are either designated to this 
category or do not qualify for inclusion in any of the other categories of financial assets. Financial assets 
available-for-sale are those intended to be held for an indefinite period of time, which may be sold in 
response to needs for liquidity or changes in interest rates, exchange rates or share prices. As at 31 
December 2015 and 2014 the Bank has no assets classified under this category. 

Financial assets held to maturity  

Financial assets held to maturity are non-derivative financial assets with fixed or determinable payments 
and fixed maturities that the Bank’s Management has the positive intention and ability to hold to maturity. If 
the Bank sells a significant amount of the financial assets held to maturity before they reach the maturity 
date, then the entire category of these assets will be reclassified in financial assets available-for-sale. As at 
31 December 2015 and 2014 the Bank has no assets classified under this category. 

Initial recognition and derecognition 

Purchases and sales of financial assets available – for – sale and held to maturity financial assets are 
recognized on trade – date – the date on which the Bank commits to purchase or sell the asset. Loans are 
recognized when cash is advanced to the borrowers. Financial assets are initially recognized at fair value 
plus transaction costs for all financial assets except for financial assets not carried at fair value through 
profit or loss. 

Financial assets cease to be recognized after the rights to receive cash flows from the funds ends or after 
their transfer, and the Bank transferred substantially all risks and benefits of ownership. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued) 
 
3.5 Financial assets (Continued) 
 

Subsequent measurement  

After initial recognition, the Bank measures financial assets carried at fair value through profit or loss, or as 
available-for-sale, at fair values without any deduction for transaction costs it may incur on their sale. 

The fair value of quoted financial assets is their bid prices at the Statement of financial position date. 

If the market on which the financial asset is quoted is not active, the Bank establishes fair values by using 
a valuation technique. Valuation techniques include the use of recent arm’s length market transactions, 
references to the current fair value of another instrument that is substantially the same, discounted cash 
flow analysis and option pricing models. If the value of equity instruments cannot be reliably measured, they 
are measured at cost. Investments held to maturity and loans and receivables are measured at amortized 
cost using the effective interest method, less impairment losses. 

Realised gains and losses, and unrealised gains and losses arising from changes in the fair value of 
financial assets at fair value through profit or loss, are included in the profit or loss in the period in which 
they arise. 

Net changes in the fair value of financial assets classified as fair value through profit and loss include interest 
income. 

Unrealised gains and losses arising from changes in the fair value of financial assets available-for-sale are 
recognised directly in Statement of comprehensive income, except for impairment losses and foreign 
exchange gains and losses on monetary items such as debt securities, which are recognised in profit or 
loss. 

When financial assets available-for-sale are sold or impaired, the cumulative gains or losses previously 
recognised in equity are recognised in the profit or loss. Where financial assets available-for-sale are 
interest bearing, interest calculated using the effective interest method is recognised in profit or loss. 

 
3.6 Impairment of financial assets  

 
Assets carried at amortized cost 

The Bank assesses on a monthly basis whether there is objective evidence that a financial asset is impaired. 
A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there 
is objective evidence of impairment as a result of one or more events that occurred after the initial 
recognition of the asset (a loss event) and that loss event (or events) has an impact on the estimated future 
cash flows of the financial asset or group of financial assets that can be reliably estimated.  

• The criteria that the Bank uses to determine that there is objective evidence of an impairment 
loss include: 

• Delinquency in contractual payments of principal or interest; 

• Days in arrears for payment of principal or interest; 

• Cash flow difficulties experienced by the borrower; 

• Breach of loan covenants or conditions; 

• Deterioration of the borrower’s competitive position;  

• Deterioration in the value of collateral; 

• Initiation of bankruptcy proceedings; 

• Activating the collateral. 

The Bank assesses the existence of objective evidence for impairment on individual basis for individually 
significant financial assets.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued) 
 

3.6 Impairment of financial assets (Continued) 

The amount of impairment loss is measured as the difference between the asset’s carrying amount and the 
present value of estimated future cash flows (excluding future credit losses based on the loan) discounted 
at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced through 
the use of an allowance for impairment and the amount of the impairment loss is recognized in the current 
Statement of comprehensive income. 

When a loan is uncollectible, it is written off against the related provision for loan impairment. Such loans 
are written off after all the necessary procedures have been completed and the amount of the loss has been 
determined. Subsequent recoveries of amounts previously written off decrease the amount of the provision 
for loan impairment and are recognized as income in the current period. If, in a subsequent period, the 
amount of the impairment loss decreases and the decrease can be related objectively to an event occurring 
after the impairment was recognized (such as an improvement in the debtor’s credit rating), the previously 
recognized impairment loss is reversed by adjusting the allowance account. The amount of the reversal is 
recognized in the profit or loss. 

 
3.7 Intangible assets 

Recognition and measurement 

Intangible assets acquired by the Bank are stated at cost less accumulated amortization and accumulated 
impairment losses, if any. 

Subsequent expenditure 

Subsequent expenditure on intangible assets is capitalized only when it increases the future economic 
benefits embodied in the specific asset to which it relates. All other expenditure is expensed in profit and 
loss as incurred. 

Amortization 

Amortization is recognized in profit or loss on a straight-line basis over the estimated useful life of the 
intangible assets. No amortization is charged for assets under development. The following are 
approximations of estimated useful life applied to significant items of intangible assets: 

 2015 2014 
   
Software 4 years 4 years 
Rights and licenses 4 years 4 years 

 
3.8 Property and equipment 

Property and equipment are carried at cost less accumulated depreciation and impairment losses, if any. 
Cost includes all expenses directly attributable to purchase of assets. 

Subsequent costs are included in the asset’s carrying amount or are recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Bank and the cost of the item can be measured reliably. All other repairs and maintenance are charged 
through profit or loss during the financial period in which they are incurred.  

Depreciation is charged on a straight - line basis in order to allocate the acquisition cost of property, building 
and equipment over their useful lives. No depreciation is charged for land and construction in progress. The 
following are approximations of estimated useful life applied to significant items of property and equipment: 

 
Buildings  50 years  
Furniture and equipment  4-5 years 
Other assets  4-10 years 

The residual values of assets and the estimated useful life are reviewed and if necessary are corrected at 
each reporting date.  An asset’s carrying amount is written down immediately to its recoverable amount if 
the asset’s carrying amount is greater than its estimated recoverable amount. 

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are 
included in the profit or loss. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued) 
 

3.9 Foreclosed assets 
 

Foreclosed assets include property and equipment acquired through foreclosure proceedings in full or 
partial satisfaction of a related loan and are reported in other assets as non-current assets held for sale. 
The assets are not used by the Bank for its core operations. Initially, these assets are measured at fair 
value less cost to sell, as estimated and documented upon repossession. Foreclosed assets are measured 
at fair value less costs to sell at each reporting period. 

 
3.10 Impairment of non-financial assets 

The carrying amounts of the Bank’s non-financial assets are reviewed at each reporting date to determine 
whether there is any indication of impairment. If any such indication exists then the asset’s recoverable 
amount is estimated.  An impairment loss is recognized if the carrying amount of an asset or its cash-
generating unit exceeds its recoverable amount. A cash-generating unit is the smallest identifiable asset 
group that continually generates cash flows that largely are independent from other assets and groups. 
Impairment losses are recognized in profit or loss. Impairment losses in respect of cash-generating units 
are allocated to reduce the carrying amount of the other assets in the unit (group of units) on a proportional 
basis. The recoverable amount of an asset or a cash-generating unit (CGU) is the greater amount of its fair 
value less costs to sell and its value in use. In assessing value in use, the estimated future cash flows are 
discounted to their present value using a pre-tax discount rate that reflects current market assessments of 
the time value of money and the risks specific to the asset or CGU.  

Impairment losses recognized in prior periods are assessed at each reporting date for any indications that 
the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in 
the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent 
that the asset’s carrying amount does not exceed the carrying amount that would have been determined, 
net of depreciation or amortization, if no impairment loss had been recognized. 

 
3.11 Cash and cash equivalents 

Cash and cash equivalents include cash balance on hand, demand deposits with banks, unrestricted cash 
deposited with the National Bank of the Republic of Macedonia (“NBRM”) and highly liquid financial assets 
with original maturities of three months or less. 

Cash and cash equivalents are carried at amortized cost in the statement of financial position. 
 
3.12 Provisions 

A provision is recognized when there is a present obligation as a result of a past event and it is probable 
that an outflow of resources embodying economic benefits will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each statement 
of financial position date and adjusted to reflect the current best estimate. Where the effect of the time value 
of money is material, the amount of provision is the present value of the expenditures expected to be 
required to settle the obligation. 

 
3.13 Employee benefits  

The Bank contributes to its employees as prescribed by the local social security legislation. Contributions, 
based on salaries, are made to the national Pension Fund and the obligatory private pension funds. There 
is no additional liability regarding these contributions. In addition, all employers in the Republic of Macedonia 
are obligated to pay to the employees on retirement a separate minimum amount regulated by law.  

The Bank has not provided for the employees’ accrued separate minimum amount on retirement, as this 
amount would not have a material effect on the financial statements. 

The Bank does not operate any pension scheme or retirement benefit plans and consequentially, has no 
liability for pensions. The Bank is not obliged to provide additional benefits for its current or previous 
employees. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued) 
 

3.14 Current and deferred income tax  
 

The current income tax payable is calculated based on the local tax regulation by using tax rates that have 
been enacted or substantively enacted by the balance sheet date. 

 
Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax basis used in the computation of taxable profit and is 
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognized for 
all taxable temporary differences, and deferred tax assets are generally recognized for all deductible 
temporary differences to the extent that it is probable that future taxable profits will be available against 
which those deductible temporary differences can be utilized. Deferred tax assets and liabilities are 
measured at the tax rates that are expected to apply in the period in which the liability is to be settled or the 
asset realized, based on tax rates (and tax laws) that have been enacted or substantively enacted by the 
balance sheet date. 

 
3.15 Financial liabilities 

Financial liabilities are classified in accordance with the substance of the contractual arrangement. Financial 
liabilities at amortized cost consist of borrowings and other liabilities. 

Borrowings  

Borrowings are initially recognized at fair value, being their issue proceeds (fair value of consideration 
received) corrected by transaction costs incurred. Borrowings are subsequently carried at amortized cost. 
Borrowings are derecognized at the moment of their settlement, cancellation or expiration. 

Other liabilities  

Other liabilities are recognised initially at fair value and subsequently are stated at amortised cost using the 
effective interest rate method. Other liabilities are derecognized at the moment of their settlement, 
cancellation or expiration. 

 
3.16 Share capital and reserves 

Share capital 

Share capital represents the nominal value of shares that have been issued. 

Reserves 

Reserves, which comprise of reserves for securities as well as statutory reserves, are generated throughout 
the period, distributed from the accumulated gains based on legal regulation and decisions by the Bank’s 
Management. 

Retained earnings 

Retained earnings comprise of non-distributed earnings from the current and past periods. 

Dividends 

Dividends are recognized as a liability in the period in which they are declared. 
 

3.17 Earnings per share 

The Bank presents basic and diluted earnings per share data for its ordinary shares. Basic earnings per 
share is calculated by dividing the profit or loss attributable to ordinary shareholders of the Bank by the 
weighted average number of ordinary shares outstanding during the period. Diluted earnings per share is 
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average 
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which comprise 
share options granted to employees. 

 
3.18 Managed funds 

Assets and liabilities managed on behalf of and for the account of the banks and the Government of the 
Republic of Macedonia are included in the statement of financial position on a net basis. Net liabilities in the 
statement of financial position represent the temporary difference between liabilities payments for the 
account of the banks.   
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued) 
 

3.19 Fiduciary activities 

The Bank commonly acts as trustee and in other fiduciary capacities that result in the holding or placing of 
assets on behalf of individuals and other institutions. These assets and income arising thereon are excluded 
from these financial statements, as they are not assets of the Bank. 

 
3.20 Segment reporting 

A business segment is a distinguishable component of an entity engaged in providing an individual – or a 
group of related – product(s) or service(s) subject to risks and rewards that are different from those of other 
business segments. A geographical segment is a distinguishable component defined as for a business 
segment, but subject to risks and rewards related to particular economic environments. 

 
3.21 Commitments and contingencies 

The Bank undertakes liabilities in its operating activities arising from loan placements accounted for in the 
off Statement of financial position accounts, which primarily include guarantees, letter of credits and 
potential commitments from factoring. The insured receivables are recorded in the off balance sheet 
accounts of the Bank. The Bank is exposed to a maximum of 90% of the invoiced amount and its insured 
receivables are reinsured in foreign reinsurance companies. 

 
3.22 Events after the reporting period 

Events after the reporting period that provide additional information about the Bank’s position at the 
statement of financial position date (adjusting events) are reflected in the financial statements. Post-year-
end events that are not adjusting events are disclosed in the notes when material. 

3.23 Critical accounting estimates and judgments 
 

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

 
Impairment losses on loans and advances 

 
The Bank reviews its loan portfolios to assess impairment at least on a monthly basis. In determining 
whether an impairment loss should be recorded in the statement of comprehensive income, the Bank makes 
judgments as to whether there is any observable data indicating that there is a measurable decrease in the 
estimated future cash flows from a portfolio of loans before the decrease can be identified with an individual 
loan in that portfolio. This evidence may include observable data indicating that there has been an adverse 
change in the payment status of borrowers in a group, or national or local economic conditions that correlate 
with defaults on assets in the group. Management uses estimates based on historical loss experience for 
assets with credit risk characteristics and objective evidence of impairment similar to those in the portfolio 
when scheduling its future cash flows. The methodology and assumptions used for estimating both the 
amount and timing of future cash flows are reviewed regularly to reduce any differences between loss 
estimates and actual loss experience.  

 
Useful lives of depreciable assets 

 
Management reviews the useful lives of depreciable assets at each reporting date. At 31 December 2014, 
Management assesses that the useful lives represent the expected utility of the assets to the Bank. The 
carrying amounts are analyzed in Note 18 and 19. Actual results, however, may vary due to technical 
obsolescence. 

 
Impairment of non-financial assets 

 
Impairment losses are recognized in the amount for which the carrying value of an asset or cash-generating 
unit exceeds its recoverable amount. In determining the recoverable amount, Management estimates 
expected prices, cash flows from each cash-generating unit and determines the appropriate interest rate 
for calculating the present value of those cash flows. 
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4. FINANCIAL RISK MANAGEMENT 
 
The Bank’s aim is to achieve an appropriate balance between risk and return and minimize the potential 
adverse effects on the Bank’s financial performance. 
 
The risk represents probability of particular activity or event to have a direct adverse impact on profits and / 
or own resources, or cause difficulty in achieving the objectives of the Bank. The risk is appropriately 
managed when identified, understood, evaluated, when monitoring is performed and when controlled. 
 
Key elements of the risk management process of the Bank are: clearly defined organizational structure, 
internal acts for identifying, measuring, monitoring and control, stress tests rules, rules for implementation 
of new products and proper use of instruments for protection and reduction of certain risks. 
 
Risk Management Committee establishes and implements policies for undertaking and managing certain 
risk, proposes their review and monitors and evaluates the effectiveness of the overall process of risk 
management. The Supervisory Board approves policies for undertaking and managing risks and monitors 
their implementation. Established policies for managing individual risks, enabling identification, 
measurement, monitoring and control of risk to which they refer, provide reasonable assurance that the 
operations are directed to achieving the objectives of the Bank in accordance with applicable rules and 
regulations, and with the approved exposure limits by the Supervisory Board. Limits to exposures to 
individual risks are subject to reviewed, at least once per year, depending on internal and external conditions 
in which the Bank operates. Additionally, the Board of Directors establishes and implements procedures for 
identification, measurement, monitoring and internal controls of the process of managing risks. Considering 
that the process of risk management is important for each employee of the Bank trainings are conducted in 
order to create constructive environment where all employees will understand their duties and 
responsibilities. 
 
Internal Audit Department conducts regular and periodic evaluations of the implementations of the internal 
controls, policies and procedures for undertaking and managing individual risks. 
 
The process of risk management is in accordance with the Strategy for the Bank to undertake and manage 
risks. 
 
Bank is exposed to the following risks:  
 
• Credit risk;  
• Liquidity risk; 
• Market risks (interest rate risk, currency risk). 
 
This note represents information for Bank’s exposure for each of these risks, objectives, policies and 
managing processes and methods used for Bank’s risk measurement. 
 
For all these risks the Bank establishes specific policies for managing individual types of risks and 
procedures for identification, assessment, monitoring and control of the individual risk. 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.1 Credit risk 

 
Management of credit risk is part of the integrated process for management with all financial risks on which 
the Bank is exposed. Managing with the credit risk is a process that allows governing bodies to identify credit 
risk and thereby choose which exposures to reduce and which to increase and in what way. 

 
Prior approving the exposure to credit risk, the Bank identifies all significant factors that may affect the 
riskiness of the client, or Bank’s exposure to the client. Bank shall classify each active balance/off-balance 
sheet item by the degree of credit risk that it is exposed to on an individual basis based on the 
creditworthiness of the client, the orderliness in settlement of obligations and the quality of collateral. 

 
In measuring the credit risk, the basic indicators that the Bank uses are information for the exposure on the 
likelihood that the debtor will enter bankruptcy or other financial reorganization, the probability of 
deterioration in the solvency or other significant financial difficulties of the debtor, the breach of agreement 
by the debtor etc. Instruments for protection and reduction of credit risk used by the Bank are the system of 
exposure limits, quality of collateral, system of early warning, appropriate valuation of the credit risk 
components, use of relevant information, defining market risks etc. 

 
Clearly defined organisational structure is an important element of the process of managing with credit risk 
that provides exposures to credit risk within the limits set by the Supervisory Board. 

 
The Supervisory Board approves the exposure to individual from over 10% of own funds of the Bank, and 
exposure to individual bank from over 25% of own funds of the Bank. Exposures to credit risk under these 
limits are approved by the Credit Committee and Insurance Committee. 

 
Credit and Guarantee Division, Credit Insurance Division and Division for Treasury and Liquidity monitor all 
credit exposures in terms of established limits. 

 
The Board of Directors is responsible for internal control in terms of exposure to credit risk due to that internal 
acts are established with set risk limits that intend to assist in the risk control and risk management. Namely, 
the process of control aims to minimize the impact of risk on capital and profit in accordance with the strategic 
objectives of the Bank. 

 
The provision for impairment at year-end is derived from each of the Bank’s internal rating grades. The 
internal rating tool assists management to determine whether objective evidence of impairment exists, based 
on the following criteria set out by the Bank: 

 
• Delinquency in contractual payments of principal or interest; 
• Cash flow difficulties experienced by the borrower; 
• Breach of loan covenants or conditions; 
• Initiation of bankruptcy proceedings; 
• Deterioration of the borrower’s competitive position; and 
• Deterioration in the value of collateral. 

 



MAKEDONSKA BANKA ZA PODDRSKA NA RAZVOJOT AD Skopje 
 

NOTES TO THE FINANCIAL STATEMENTS 
December 31, 2015  

 

17 

 

4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.1 Credit risk (Continued) 
 
4.1.1 Maximum exposure to credit risk before collat eral held or other credit enhancements 
 

 In thousands of Denars

 
31 December 

2015
31 December 

2014
    
Credit risk exposure relating to on balance sheet a ssets     
Cash and cash equivalents  3,033,016  2,195,710 
Placement with, and loans to banks 13,696,974  12,636,788 
Loans to customers 137,852  138,405 
Other receivables 4,092  8,082 
 16,871,934  14,978,985 
    
Credit risk exposure relating to off -balance  
 sheet  assets/liabilities     
Other off-balance sheet commitments (credit insurance activities) 420,662  488,207 
Gross exposure 420,662  488,207 
  
Less: Provision for off-balance sheet items (13,029) (16,629)
 407,633  471,578 
    
Total credit risk exposure  17,279,567 15,450,563 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.1 Credit risk (Continued) 

 
4.1.2 Loans to customers neither past due nor impai red, past due but not impaired and individually 

impaired 

 

Neither 
past due 

nor 
impaired  

 
Past due 

but not  
impaired  

 
Individ. 

Impaired  
 

Total 
gross  

 

Allowance 
for  

individ. 
impaired 

loans  

 

Allowance 
for 

collectively 
impaired 

loans

 

Total 
allowance 

for 
impairm.  

 Total net  

              
December 31, 2015               
Government 77,420  -  -  77,420  -  -  -  77,420 
Corporate loans -  -  237,375  237,375  176,943  -  176,943  60,432 
               
Total 77,420  -  237,375  314,795  176,943  -  176,943  137,852 

 
 
 
 
 
 
 

 
Neither 

past due 
nor 

impaired  

  
 

Past due 
but not  

impaired  

  
 

Individ. 
impaired  

  
 
 

Total  
gross  

 Allowance 
for  

individ. 
impaired 

loans  

 Allowance 
for 

collectively 
impaired 

loans  

  
Total 

allowance 
for 

impairm.  

  
 
 
 

Total net  
                
December 31, 2014     
Government 84,696  -  -  84,696  -  -  -  84,696 
Corporate loans -  -  229,592  229,592  175,883 -  175,883  53,709 
              
Total 84,696  -  229,592  314,288  175,883 -  175,883  138,405 

 

All the loans to customers neither past due nor impaired have been mapped to the group of the satisfactory 
credit risk based on the criteria of the internal credit-quality grading system. 

 
 

4.1.3 Renegotiated loans to customers  

The Bank is renegotiating the loan to the borrower due to a diminishing of the borrower’s creditworthiness, 
if it has: 

a. Extended the principal and interest maturity; 
b. Decreased the interest rate on the loan approved; 
c. Reduced the amount of debt, principal or interest; 
d. Made other concessions, which place the borrower in better financial position. 

Upon renegotiating of the loan, the Bank performs a financial analysis of the borrower and assesses its 
capacities to realize cash flows necessary for the repayment of the loan principal, as well as the 
corresponding interest once the loan is renegotiated. 

During 2015 the Bank has renegotiated loans at a total amount of Denar 5,037 thousand (2014: Denar 
5,570 thousand). 

  
4.1.4 Foreclosed assets  

During 2015, the Bank conducted appraisals on the total foreclosed assets portfolio in order to determine 
the fair value of the assets. 

In this period, the Bank sold 1 asset (2014: nil) at a total value of Denar 1,053 thousand, whereas it 
foreclosed 4 assets (2014: 1 asset) at a total value of Denar 16,650 thousand (2014: Denar 763 
thousand). The general policy of the Bank is to sell these facilities within a period of 3 years, based on 
which the Bank is undertaking appropriate activities to release it. 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.1 Credit risk (Continued) 
 
4.1.5 Concentration of risks of financial assets wi th credit risk exposure  
 

Geographical sectors 

The following table breaks down the Bank’s main credit exposure at their carrying amounts, as categorized 
by geographical region as of December 31, 2015 and 2014. In this table, the Bank has allocated exposures 
to regions based on the country of domicile of the counterparties. 

 

 
Cash and cash 

equivalents    
Placements with and 

loans to banks   Loans to customers   Other receivables   Total  
 2015  2014   2015  2014  2015  2014  2015  2014  2015  2014 
Geographical region                     
Republic of Macedonia 780,482  736,570   13,696,974  12,636,788  93,755  92,553  1,909  2,811  14,573,120  13,468,722 
EU member countries 2,245,832  1,443,153   -  -  44,097  42,333  1,827  4,057  2,291,756  1,489,543 
Europe (other) -  -   -  -  -  3,519      -  3,519 
OECD member countries (less 

European OECD member 
countries) -  -   -  -  -  -      -  - 

Other  -  -   -  -  -  -  8  735  8  735 
                     
Total  3,026,314  2,179,723   13,696,974  12,636,788  137,852  138,405  3,744  7,603  16,864,884  14,962,519 

Exposure of loans and receivables according to the geographical location of the debtors shows highest 
concentration in the Republic of Macedonia 86% (2014: 90%). 

 
Industry sector 

The table breaks down the Bank’s main credit exposure of the on balance sheet financial assets at their 
carrying amounts, as summarized by the industry sectors of the counterparties. 

 

 
Cash and cash 

equivalents  
Placements with and 

loans to banks  Loans to customers  Other receivables  Total 
 2015 2014 2015 2014 2015 2014 2015  2014 2015 2014 
Industry                     
Nonresidents 2,245,833 1,443,153 - - 44,097 45,852 - - 2,289,930 1,489,005 
Agriculture, forestry and 
fishing - - - - - - 1,834 4,791 1,834 4,791 
Food industry - - - - 3,262 3,832 7 5 3,269 3,837 
Production of metals, 
machines, tools and 
equipment - - - - - - 8 - 8 - 
Chemical industry, 
production of construction 
materials, production and 
processing of fuels, 
pharmaceutical industry - - - - 173 246 - - 173 246 
Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles - - - - - 54 13 - 13 54 
Information and 
communication 580,706 736,570 - - - - - - 580,706 736,570 
Financial and insurance 
activities - - 13,696,974 12,636,788 - - 416 544 13,697,390 12,637,332 
Public administration and 
defense; compulsory social 
security 199,775 - - - 90,320 88,421 822 820 290,917 89,241 
Individuals     -  644 1,438 644 1,438 
Total 3,026,314 2,179,723 13,696,974 12,636,788 137,852 138,405 3,744 7,598 16,864,884 14,962,514 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.1 Credit risk (Continued) 
 
4.1.5 Concentration of risks of financial assets wi th credit risk exposure (Continued) 

 
Industry sector (Continued) 

The table breaks down the Bank’s main credit exposure of the off-balance sheet items at their carrying 
amounts, as summarized by the industry sectors of the counterparties. 

 In thousands of Denars
 2015  2014
Industry    
Non-residents 397,847  460,441 
Agriculture, forestry and fishing 54  3,178 
Food industry 1,276  1,607 
Production of metals, machines, tools and equipment -  747 
Other processing industry -  135 
Wholesale and retail trade; repair of motor vehicles and motorcycles 8,385  5,047 
Transportation and storage -  5 
Information and communication 10  - 
Professional, scientific and technical activities 53  418 
Administrative and support service activities 8  - 
  
Total 407,633  471,578 

 
4.2 Market risk 

Market risk is the risk that changes in market prices, such as changes in interest rates, changes in equity 
prices, exchange rates and/or market prices of securities will affect the Bank’s profit or the value of own 
financial instruments. The objective of market risk management is to manage and control market risk 
exposures within acceptable limits by optimizing the yield. 

The Bank is exposed to the risk of fluctuations of interest rates as a result of which the interest bearing 
assets and interest bearing liabilities mature or their interest rate changes at different times or in different 
amounts. In the case of assets and liabilities with variable interest rates, the Bank is also exposed to basic 
risk, which arises from the difference in changing the variable interest rates. 

Managing this risk, which has a direct impact on revenues and the economic value of the banking activities 
of the Bank, is part of an integrated system of risk management in the Bank. The Macedonian Bank for 
Development Promotion establishes system of risk management from changes in interest rates in 
accordance with the scope and type of activities performed and the degree of risk exposure from changing 
interest rates. 

To measure this risk the Bank applies the technique of gap analysis – maturity structure of interest sensitivity 
assets and liabilities in certain time periods. In function of monitoring and control, the Bank establishes limits 
for exposure to risk from changing interest rates, and adequate management with this risk directed to 
achieving the goals and objectives of the Bank. 

Activities for risk management are aimed at optimizing net interest income, with market interest rates that 
are consistent with the business strategies of the Bank. 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.2 Market risk (Continued) 
 
4.2.1 Foreign exchange risk 
 

The measurement of the currency risk is performed through indicator in the relation between aggregate 
foreign exchange position and the Bank’s own assets. In the policy for managing of currency risk this internal 
limit is defined, which is different from the one prescribed by the law on banks, since according to the Law 
for establishment of Macedonian Bank for Development and Promotion the procedures for open foreign 
currency position are not applicable to the Bank. Monitoring of this risk on a regular basis provides safety 
for the Supervisory and Managing Board that the established control system functions appropriately. 

 
The tables below summarize Bank’s exposure to foreign exchange risk as at December 31, 2015 and 2014: 

 
       In thousands of Denars  
       December 31, 201 5 

 EUR  
Other 

currency   
Total  foreign 

currency   
In reporting 

currency   Total  
          
ASSETS          
Cash and cash 
equivalents 2,245,833  -  2,245,833  787,183  3,033,016 
Placement with, and 
loans to 
  banks 13,626,972  -  13,626,972  70,002  13,696,974 
Loans to customers 124,952  -  124,952  12,900  137,852 
Other receivables 3,715  -  3,715  377  4,092 
          
 Total assets  16,001,472  -  16,001,472  870,462  16,871,934 

          
LIABILITIES          
Borrowings 14,484,612  -  14,484,612  107,209  14,591,821 
Other liabilities  7,270  -  7,270  15,212  22,482 
          
Total liabilities  14,491,882  -  14,491,882  122,421  14,614,303 

          
Net currency gap  1,509,590  -  1,509,590  748,041  2,257,631 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 

4.2 Market risk (Continued) 
 
4.2.1 Foreign exchange risk (Continued) 

 
       In thousands of Denars  
       December 31, 2014  

 EUR  
Other 

currency   
Total foreign 

currency   
In reporting 

currency   Total  
          
ASSETS          
Cash and cash 
equivalents 1,443,153  -  1,443,153  752,557  2,195,710 
Placement with, and 
loans to banks 12,633,062  -  12,633,062  3,726  12,636,788 
Loans to customers 138,405  -  138,405    138,405 
Other receivables 7,114  145  7,259  823  8,082 
          
 Total assets  14,221,734  145  14,221,879  757,106  14,978,985 

          
LIABILITIES           
Borrowings 12,650,244  -  12,650,244  158,928  12,809,172 
Other liabilities  1,934  -  1,934  22,175  24,109 
          
Total liabilities 12,652,178  -  12,652,178  181,103  12,833,281 

          
Net currency gap  1,569,556  145  1,569,701  576,003  2,145,704 

 

At December 31, 2015, if Denar had weakened 10% against the EUR (and all other currencies) with all other 
variables held constant, the profit for the year and net equity would have been Denar 150,959 thousand 
higher (2014: Denar 156,970 thousand). Conversely, if the Denar had strengthened 10% against the EUR 
(and all other currencies) with all other variables held constant, the profit for the year and the net equity 
would have been Denar 150,959 thousand lower (2014: Denar 156,970 thousand). 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.2 Market risk (Continued) 
 
4.2.2 Interest rate risk 

The interest rate sensitivity analysis has been determined based on the exposure to interest rate risk at the 
reporting date. At 31 December 2015, if interest rates had been 200 basis points higher/lower with all other 
variables were held constant, the Bank’s pre-tax profit for the twelve month period ended 31 December 2015 
would respectively decrease/increase by approximately Denar 43,791 thousands (2014: Denar 41,752 
thousands). 

The tables below summarize the Bank’s interest bearing and non-interest bearing assets and liabilities as 
of December 31, 2015 and 2014. 
 In thousands of Denars  
   December 31, 2015  

 
Interest 
bearing   

Non-interest 
bearing   Total  

 
ASSETS 
Cash and cash equivalents 3,025,521  7,495  3,033,016 
Placement with, and loans to banks 13,669,916  27,058  13,696,974 
Loans to customers 60,106  77,746  137,852 
Other receivables 644  3,448  4,092 
      
Total assets  16,756,187  115,747  16,871,934 

      
LIABILITIES       
Borrowings 14,557,188  34,633  14,591,821 
Other liabilities -  9,453  9,453 
      
Total liabilities  14,557,188  44,086  14,601,274 

      
Net interest gap:  2,198,999  71,661  2,270,660 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.2 Market risk (Continued) 
 
4.2.2 Interest rate risk (Continued)  
 

   In thousands of Denars
   December 31, 2014

 
Interest 
bearing   

Non-interest 
bearing   Total  

  
ASSETS  
Cash and cash equivalents 2,179,083 16,627  2,195,710 
Placement with, and loans to banks 12,609,095 27,693  12,636,788 
Loans to customers 53,359 85,046  138,405 
Other receivables 1,438 6,644   8,082 
  
Total assets  14,842,975 136,010  14,978,985 
  
LIABILITIES   
Borrowings 12,755,360 53,812  12,809,172 
Other liabilities - 7,480   7,480 
   
Total liabilities  12,755,360 61,292  12,816,652 
     
Net interest gap:  2,087,615 74,718  2,162,333 

 

As a part of interest rate risk management, the Bank analyzes the sensitivity of the balance sheet items. 
The sensitivity analysis is performed taking into account interest bearing assets and liabilities. Hence, it was 
tested what would be the consequences, if interest rates decreased/increased by 200 bp. 

If interest rates had been 200 bp higher with all other variables held constant, taking into account the 
balances of assets and liabilities as of December 31, 2015, profit for the year would have been Denar 43,980 
thousand (2014: 41,752 Denar thousand) higher. Conversely, if the interest rates had been 200 bp lower 
with all other variables held constant, profit for the year would have been Denar 43,791 thousand (2014: 
Denar 41,752 thousand) lower. Such an effect arises due to higher sensitivity of assets compared to the 
sensitivity of liabilities when experiencing a change of the interest rates. 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.3 Liquidity risk 

Liquidity risk represents the risk for the Bank of becoming incapable to provide sufficient funds for settlement 
of its liabilities when such liabilities fall due, or to provide such funds at much higher costs. Liquidity risk 
arises from the inability of the Bank to timely and quickly converts assets into cash with minimal costs and 
the inability to properly manage unexpected changes in the sources of funds. 

The Bank’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient 
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring 
unacceptable losses or risking damage to the Bank’s reputation. The Department for treasury and liquidity 
receives information from other departments regarding the liquidity profile of their financial assets and 
liabilities and details of other projected cash flows arising from projected future operations. The Department 
for treasury and liquidity maintains a portfolio of short-term liquid assets, largely made up of short-term liquid 
investment securities and placements with other banks, to ensure that sufficient liquidity is maintained within 
the Bank. 
          In thousands of Denars  
          December 31, 2015  

 
Up to 1 
month  

1 to 3 
months  

 3 to 12 
months 

 1 to 2   
years  

2 to 5   
years  

Over 5 
years 

  
Total 

ASSETS              
Cash and cash equivalents 2,933,356  99,660  -  -  -  -  3,033,016 
Placement with, and loans 
to banks 983,352  61,744  2,845,808  3,294,078  5,386,357  1,125,635  13,696,974 

Loans to customers 175,642  2,550  133,971  619  1,858  155  314,795 
Other receivables 4,212  78  3,443  183  -  -  7,916 
Total assets 4,096,562  164,032  2,983,222  3,294,880  5,388,215  1,125,790  17,052,701 
              
LIABILITIES AND EQUITY               
Borrowings 635,756  -  1,593,916  2,464,508  6,944,853  2,952,788  14,591,821 
Other liabilities 8,403  2,701  1,001  -  -  -  12,105 
Total liabilities and equity  644,159  2,701  1,594,917  2,464,508  6,944,853  2,952,788  14,603,926 
              
Off-balance sheet items -  -  521  22,164  4,856  109  27,650 
              
Net liquidity gap 3,452,403  161,331  1,387,784  808,208 (1,561,494) (1,827,107) 2,421,125 

 
          In thousands of Denars  
          December 31, 2014  

 
Up to 1 
month  

1 to 3 
months  

 3 to 12 
months 

 1 to 2   
years  

2 to 5   
years  

Over 5 
years 

  
Total 

ASSETS              
Cash and cash equivalents 2,195,710  -  -  -  -  -  2,195,710 
Placement with, and loans 
to banks 906,979  85,579  3,021,475  3,000,088  4,760,925  861,742  12,636,788 
Loans to customers 128,711  12,466  128,378  42,106  1,854  773  314,288 
Other receivables 4,610  96  6,304  622  259  -  11,891 
Total assets  3,236,010  98,141  3,156,157  3,042,816  4,763,038  862,515  15,158,677 
              
LIABILITIES AND EQUITY               
Borrowings 709,095  -  1,764,086  2,014,909  5,584,742  2,736,340  12,809,172 
Other liabilities 6,758  11,624  695  -  -  -  19,077 
Total liabilities and equity  715,853  11,624  1,764,781  2,014,909  5,584,742  2,736,340  12,828,249 
              
Off-balance sheet items -  -  521  22,164  4,856  109  27,650 
              
Net liquidity gap  2,520,157  86,517 1,390,855 1,005,743  (826,560) (1,873,934) 2,302,778 

 



MAKEDONSKA BANKA ZA PODDRSKA NA RAZVOJOT AD Skopje 
 
NOTES TO THE FINANCIAL STATEMENTS 
December 31, 2015 

26 

4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.3 Liquidity risk (Continued) 
 
4.3.1 Contractual maturity analysis for non-derivat ive financial liabilities (undiscounted cash flow) 

The table below presents the cash flows payable by the Bank by remaining contractual maturities of non-
derivative financial liabilities at the balance sheet date. The amounts disclosed in the table are the 
contractual undiscounted cash flows, whereas the Bank manages the inherent liquidity risk based on 
expected undiscounted cash inflows. 

 
          In thousands of Denars  
          December 31, 2015  

 
Up to 1 
month  

1 to 3 
months  

 3 to 12 
months 

 1 to 2   
years  

2 to 5   
years  

Over 5 
years 

  
Total 

              
Borrowings 643,550  -  1,775,350  2,654,250  7,266,072  3,088,907  15,428,129 
Other liabilities 8,403  2,701  1,001  -  -  -  12,105 
Total liabilities  651,953  2,701  1,776,351  2,654,250  7,266,072  3,088,907  15,440,234 
              
Off-balance sheet items  -  -  521  22,164  4,856  109  27,650 
              

 
 

          In thousands of Denars  
          December 31, 2014  

 
Up to 1 
month  

1 to 3 
months  

 3 to 12 
months 

 1 to 2   
years  

2 to 5   
years  

Over 5 
years 

  
Total 

              
Borrowings 505,563  -  1,760,657  2,427,098  7,878,372  5,162,940  17,734,630 
Other liabilities 6,758  11,624  695  -  -  -  19,077 
Total liabilities  512,321  11,624  1,761,352  2,427,098  7,878,372  5,162,940  17,753,707 
              
Off-balance  sheet items -  -  521  22,164  4,856  109  27,650 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.4 Fair value of financial assets and liabilities  

 In thousands of Denars
 Carrying amount  Fair value 
 December 31,  December 31, December 31,  December 31,  
 2015 2014 2015 2014 
Financial assets        
Cash and cash equivalents 3,033,016  2,195,710  3,033,016  2,195,710 
Placement with, and loans to 
  banks 13,696,974  12,636,788  13,696,974  12,636,788 
Loans to customers 137,852  138,405  137,852  138,405 
Other receivables 4,092 8,082 4,092 8,082 
 16,871,934 14,978,985 16,871,934 14,978,985 

Financial liabilities     
Loans payable  14,591,821  12,809,172  14,591,821  12,809,172 
Other liabilities 9,453  7,480 9,453  7,480 
 14,601,274 12,816,652 14,601,274 12,816,652 

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

Cash and cash equivalents 

The carrying value of cash and cash equivalents approximates their fair value, considering that they 
include cash, bank accounts and bank deposits with short - term maturity and short - term treasury and 
government bills. 

Loans and advances to banks and customers 

Loans and advances are carried at amortized cost and are net of provisions for impairment. The loans 
and advances have predominantly floating rates that represent current market interest rates and their 
fair value is assessed by discounting of future cash flow using the effective interest rate method. 

Other financial assets 

The fair value of other financial assets is considered to approximate their respective carrying values by 
definition and due to their short-term maturity. 

Borrowings 

Fair value of borrowings with floating interest rates approximates its carrying value due to adjusting of 
the interest rates of certain financial liabilities with market interest rates of similar instruments. Fair value 
of the borrowings under special conditions and for which there are no other financial instruments with 
same or similar characteristics approximates its carrying value. 

Other liabilities 

Carrying value of other liabilities approximates their fair value with relation to their short-term maturity. 

Fair value hierarchy  

The Bank classifies all financial assets and liabilities at fair value, using fair value hierarchy, which reflects 
the significance of inputs used in determining fair value. The fair value hierarchy includes the following 
levels: 

a) Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
b) Level 2: Valuation techniques based on observable inputs. This category includes instruments 

valued using: quoted market prices in active markets for similar instruments; quoted prices 
for similar instruments in markets that are considered less than active; or other valuation 
techniques where all significant inputs are directly or indirectly observable from market data; 
and 

c) Level 3: Valuation techniques based on observable inputs. This category includes instruments 
valued using: quoted market prices in active markets for similar instruments; quoted prices 
for similar instruments in markets that are considered less than active; or other valuation 
techniques where all significant inputs are directly or indirectly observable from market data. 

As of December 31, 2015 and 2014, the Bank does not have financial instruments that are measured 
subsequent to initial recognition at fair value, grouped into Levels 1 to 3, as described above. 
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4. FINANCIAL RISK MANAGEMENT (Continued) 
 
4.5 Capital management  

The Bank’s objective regarding capital management is to comply with the capital requirements of the 
National Bank of the Republic of Macedonia and to sustain stable and quality capital base, which will 
support the Bank’s development. 

The Bank has complied with all externally imposed capital requirements throughout the period. There 
were no significant changes in the Bank’s approach to capital management during the year.  

As at 31 December 2015 the Bank capital adequacy ratio is in compliance with the prescribed ratio. 
 

In thousands of Denars  

 
 December 31, 

2015 
 December 31, 

2014 
Tier 1 capital      
Ordinary shares   1,193,792  1,193,792 
Statutory reserves and retained earnings  901,462  793,951 
Total qualifying Tier 1 capital  2,095,254  1,987,743 
     
Tier 2 capital     
Revaluation reserves  13,320  610 
Total qualifying Tier 2 capital  13,320  610 
     
Total regulatory capital  2,108,574  1,988,353 

 
Credit risk-weighted assets     
On-balance sheet  7,443,405  6,744,271 
Off-balance sheet  242,394  279,391 
Total credit risk-weighted assets  7,685,799  7,023,662 
     
FX risk-weighted assets  1,476,153  1,533,023 
Operational risk-weighted assets  342,796  328,318 
Risk-weighted assets  9,504,748  8,885,003 
     
Capital adequacy ratio   22.18%  22.38% 
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5. SEGMENT REPORTING 

Operating segments 

The Bank has one reportable segment, which is the Bank’s strategic business unit. The strategic 
business unit offers different products and services, which are managed separately based on the Bank’s 
management and internal reporting structure. For the strategic business unit, the Managing Board 
reviews internal management reports.  

The following table shows the Balance Sheet and Income Statement by individual business segments 
identifying income/expenses among the segments. 

 
5.1 Operating segments 
 

The Bank operates in one operating segment Corporate banking, presenting net profit of Denar 113,435 
thousand for the year ended December 31, 2015 (2014: Denar 107,511 thousand) and total assets of 
Denar 16,992,085 thousand (2014: Denar 15,093,863 thousand) and total liablities of Denar 14,616,955 
thousand (2014: Denar 12,844,878 thousand). 

 
5.2 Geographical areas  

       In thousands of Denars  
       December 31,2015  

 Macedonia   
EU 

countries   
Europe - 

other  

OECD 
countries 
(less EU 
OECD 

countries)   

Other and 
Unallo-
cated  Total 

           

Total income  373,397  (182,185)  -  -  -  191,212 
Total assets  14,698,359  2,293,726  -  -  -  16,992,085 

 
 

       In thousands of Denars  
       December 31, 2014  

 Macedonia   
EU 

countries   
Europe - 

other  

OECD 
countries 
(less EU 
OECD 

countries)   

Other 
and 

Unallo-
cated  Total 

            
Total income  402,233  (223,094)  -  -  -  179,139 
Total assets  13,599,814  1,494,049  -  -  -  15,093,863 

            

6. INTEREST INCOME AND EXPENSE 

Interest income and expense analyzed by category of financial instruments is as follows:  

In thousands of Denars  
 Year ended December 31,  
 2015  2014 

Interest income    
Cash and cash equivalents 11,408  18,511 
Loans and advances to banks 145,072  153,359 
Loans and advances to customers 179,321  194,776 
Collected interest previously written off 11,248  532 
 347,049  367,178 
    
Interest expense     
Borrowings 193,046 208,283 
 193,046 208,283 
    
Net interest income 154,003  158,895 
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6. INTEREST INCOME AND EXPENSE (Continued) 

The sector analysis of interest income and expense is as follows:  

In thousands of Denars  
 Year ended December 31,  
 2015  2014

Interest income    
Non-financial companies 3,121  3,837 
Government 177,283  190,939 
Banks 155,397  171,665 
Non-residents -  205 
Collected interest previously written off 11,248  532 
 347,049  367,178 
    
Interest expense    
Government 1,123  1,194 
Non-residents 191,923  207,089 
 193,046  208,283 
    
Net interest income 154,003  158,895 

7. FEE AND COMMISSION INCOME AND EXPENSE 
 

Fee and commission income and expense is analyzed by financial activity as follows:  
 
  

In thousands of Denars  
 Year ended December 31,  
 2015  2014 

Fee and commission income    
Loans 4,421  6,226 
Letter of credit and guarantees 18,420  22,614 
Asset management 5,094  6,215 
 27,935  35,055 
    
Fee and commission expense    
Loans -  2,462 
Payment operations    
   domestic 822  483 
   international 797  265 
Letter of credit and guarantees 13,754  11,835 
 15,373  15,045 
    
Net fee and commission income 12,562  20,010 
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7. FEE AND COMMISSION INCOME AND EXPENSE (Continued ) 

The sector analysis of fee and commission income and expense is as follows: 

 
In thousands of Denars 

 Year ended December 31,  
 2015  2014 

Fee and commission income    
Non-financial companies 21,005  22,736 
Government 4,859  5,364 
Banks 1,733  3,360 
Non-residents 338  3,595 
 27,935  35,055 
    
Fee and commission expense     
Non-financial companies 340  3,626 
Banks 820  452 
Non-residents 14,213  10,967 
 15,373  15,045 
    
Net fee and commission income 12,562  20,010 

8. FOREIGN EXCHANGE GAINS/(LOSSES), NET 
In thousands of Denars  

 Year ended December 31,  
 2015  2014 

    
Realized foreign exchange gains/(losses), net 143  (114)
Foreign exchange differences of allowance for impairment of financial 

assets, net 880  62 
Other foreign exchange differences, net 2,573  (925) 
   
 3,596  (977)

 

9. OTHER OPERATING INCOME 
In thousands of Denars  

 Year ended December 31,  
 2015  2014 

    
Release from the special reserve and provisions for:    
   Off-balance credit exposure 3,600    - 
Income from previous years -  888 
Revenues from contract settlement for DEG - Deustche Investments 
Guarantee Fund 14,212  - 
Income from foreign currency exchange operations 2,335  202 
Other 904  121 
 21,051  1,211 
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10. IMPAIRMENT LOSSES OF FINANCIAL ASSETS, NET 
   In thousands of Denars

 

Loans and 
advances 
to banks  

Loans and 
advances to 

other 
customers  

Fees and 
commission 
receivables  

Other 
receivables   Total  

          
2015     
Allowance for impairment, on individual 

basis     
Additional allowance for impairment -  5,904  77  -  5,981 
(Release of allowance for impairment) -  (5,718)  (52)  (16)  (5,786)
          
 -  186  25  (16)  195 
          
2014          
Allowance for impairment, on individual 

basis          
Additional allowance for impairment -  101,890  633  87  102,610 
(Release of allowance for impairment) (78,056)  (29,531)  (98)  (60)  (107,745)
        
 (78,056)  72,359  535  27  (5,135)

11. IMPAIRMENT LOSSES OF NON-FINANCIAL ASSETS, NET 

In thousands of Denars  
 Year ended December 31,  
 2015  2014 

Foreclosed assets    
Additional impairment losses 2,899  363 
(Release of impairment losses) (610)  - 
    
 2,289  363 
    

12. PERSONNEL EXPENSES 
In thousands of Denars  

 Year ended December 31,  
 2015  2014 

    
Salaries 22,619  21,726 
Mandatory contribution for social and health insurance 11,320  10,854 
Other 1,234  587 
    
 35,173  33,167 
    

13. DEPRECIATION AND AMORTIZATION  
In thousands of Denars

 Year ended December 31,  
 2015  2014

    
Amortization on intangible assets 5,130  436 
Depreciation on property and equipment 4,756  4,792 
     
 9,886  5,228 
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14. OTHER OPERATING EXPENSES  
In thousands of Denars  

 Year ended December 31,  
 2015  2014 

    
Insurance premiums on property and employees 455  409 
Materials and services 12,222  15,181 
Administrative and marketing expenses 192  134 
Other taxes and contributions 133  334 
Rent 131  131 
Litigation expenses 169  21 
Provision for off-balance exposure, net -  5,697 
Loss from disposal of foreclosed assets 242  - 
Expenses for membership fee 2,047  1,648 
Expenses from foreign currency exchange operations -  148 
Other 1,932  2,245 
    
 17,523  25,948 

15. INCOME TAX  

 
In 2015 and 2014 the new Income Tax Law was pronounced whereby the income tax is calculated at a rate of 
10% to the profit determined in the Statement of Comprehensive Income, adjusted for certain items in 
accordance with the law provisions. 
 
The major components of income taxes in the statement of comprehensive income are as follows: 

 
In thousands of Denars  

 Year ended December 31,  
 2015  2014 

    
Current income tax expense for the year 12,711  12,057 
    
 12,711  12,057 

The total charge for the year can be reconciled to the accounting profit as follows: 
 

In thousands of Denars  
 Year ended December 31,  
 2015  2014 

    
Profit before tax 126,146  119,568 
    
Income tax at the statutory income tax rate of 10% 12,615  11,957 
Tax on expenses not allowed for tax purposes 96  100 
    
At effective rate of 10.08% (2014: 10.08%) 12,711  12,057 
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16. CASH AND CASH EQUIVALENTS 
In thousands of Denars

 December 31, December 31,  
 2015 2014 

 
Cash on hand 81  85 
Accounts and deposits with NBRM, except for mandatory reserves 
in foreign currency 6,610  15,898 
Current accounts with foreign banks 2,245,832  1,443,153 
Current accounts with domestic banks 11  4 
Treasury bills  traded on the secondary market 254,357  339,926 
Government bills traded on the secondary market 199,321  - 
Time deposits with maturities less than or equal to three months 326,000  396,000 
Receivables based in interest 804  644 
 
 3,033,016  2,195,710 

 
Treasury bills in the amount of Denar 254,357 thousand (2014: 339,926 thousand) represent bills issued by 
NBRM with maturity of 28 days and interest at the rate of 3.25% per annum. 
 
Government bonds in the amount of Denar 199,321 thousand represent bills issued by the Ministry of Finance 
of the Republic of Macedonia with maturity up to 3 months and interest rate of 1.25% to 1.35%. 

17. LOANS AND ADVANCES 
 
17.1 Loans and advances to banks 

     In thousands of Denars

 
Year ended December 31, 

2015  
Year ended December 31, 

2014 
 Short-term  Long-term  Short-term  Long-term 
        
Loans to banks        
   Domestic banks - 13,670,066 9,222  12,599,873 
Interest based receivables 26,908 - 27,693  - 
Current maturity 3,863,996 (3,863,996) 3,977,418  (3,977,418) 
Total loans and advances to banks 
before allowance for impairment  3,890,904 9,806,070 4,014,333  8,622,455 
(Allowance for impairment) - - - - 
Total loans and receivables from 
banks less allowance for impairment  3,890,904 9,806,070 4,014,333  8,622,455 

 

17.2 Loans and advances to customers 

 a) Analysis of loans by type of customer 
     In thousands of Denars  

 
Year ended December 31, 

2015  
Year ended December 31, 

2014 
 Short-term   Long-term   Short-term   Long-term  
        
Non-financial entities        

principal amount 234,409  2,632  184,752  44,037 
    interest receivables 334  -  803  - 

Government        
    interest receivables 77,420  -  84,696  - 

Current maturity 674  (674)  - - 
Total loans and advances to other 

customers before allowance for 
impairment  312,837  1,958  270,251  44,037 

(Allowance for impairment) (176,943)  -  (175,883)  -
Total loans and receivables from other 

customers less allowance for 
impairment  135,894  1,958  94,368  44,037 
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17. LOANS AND ADVANCES (Continued) 
 
17.2 Loans and advances to customers (Continued) 

a) Analysis of loans by type of customer 
 

In thousands of Denars  
 December 31,  December 31,  
 2015 2014 

Movements of allowance for impairment, individual basi s    
Balance as of January 1 175,883  103,806 
Allowance for impairment for the year 

additional allowance for impairment 5,904  101,890 
(release of allowance for impairment) (5,718) (29,531)

Effect of foreign exchange differences 874 (282) 
   
Balance as of 31 December  176,943  175,883 

 
b) Analysis by type of security  

In thousands of Denars 
 December 31,  December 31,  
 2015 2014 

    
    
Government unconditional guarantees 137,852  138,405 
Total loans and advances from other clients less all owance 
for impairment 137,852  138,405 
 

As of December 31, 2015, nonperforming loans included in loans and receivables from customers before 
impairment amounted to Denar 174,689 thousand (2014: Denar 172,778 thousand). 

18. OTHER RECEIVABLES 
In thousands of Denars  

 December 31,  December 31,  
 2015 2014 

    
Trade receivables 2,505  3,312 
Deferred income 348  479 
Fees and commission receivables 5,063  8,100 
 7,916  11,891 
(allowance for impairment) (3,824) (3,809)
    
 4,092  8,082 

 
In thousands of Denars  

 December 31,  December 31,  
 2015 2014 

Movements of allowance for impairment    
Balance at January 1 3,809  3,247 
Allowance for impairment for the year:    

(Release of allowance for impairment) 77  720 
(Foreclosed assets based on uncollected receivables) (68)  (158)

(Written-off receivables) 6  - 
    
Balance at December 31 3,824  3,809 
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19. FORECLOSED ASSETS  
       In thousands of Denars
 Land  Buildings   Equipment  Other  Total 

       
Cost        
Balance at January 1, 2014 264 -  621  1,053  1,938 
Additions - 763  -  -  763 
         
Balance at December 31, 2014 264 763  621  1,053  2,701 
         
Additions - 16,563  87  -  16,650 
Disposals - -  -  (1,053)  (1,053)
Balance at December 31, 2015 264 17,326  708  -  18,298 
         
Accumulated amortization          
Balance at January 1, 2014 53 -  124  211  388 
Charge for the year 95 153  99  168  515 
         
Balance at December 31, 2014 148 153  223  379  903 
         
Corrections from previous years (53) -  -  -  (53)
Charge for the year 34 6,085  111    6,230 
Transfer to property, plant and 

equipment - - 
 

-  (379)  (379)
Balance at December 31, 2015 129 6,238  334  -  6,701 
         
Carrying amount         
Balance at December 31, 2014 116 610  398  674  1,798 
         
Balance at December 31, 2015 135 11,088  374  -  11,597 

 
 
20.  INTANGIBLE ASSETS 
 

   In thousands of Denars

 
Acquired software from 

external suppliers  
Other 

intangibles  Total 
    
Cost    
Balance at January 1, 2014 5,486  716  6,202 
Additions 18,518  - 18,518 
      
Balance at December 31, 2014 24,004  716  24,720 
      
Balance at January 1, 2015 24,004  716  24,720 
Additions 1,026  - 1,026 
Balance at December 31, 2015 25,030  716  25,746 
      
Accumulated amortization       
Balance at January 1, 2014 4,710  716  5,426 
Charge for the year 436  -                436 
      
Balance at December 31, 2014 5,146  716  5,862 
      
Balance at January 1, 2015 5,146  716  5,862 
Charge for the year                                5,130  -             5,130 
Balance at December 31, 2015 10,276  716  10,992 
      
Carrying amount      
Balance at December 31, 2014 18,858  -  18,858 
      
Balance at December 31, 2015 14,754  -  14,754 
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21. PROPERTY AND EQUIPMENT 

     In thousands of Denars

 Buildings 

 
Transport 
vehicles   

Furniture 
and office 
equipment   

Other 
equipment   Total  

       
Cost       
Balance at January 1, 2014 120,843  8,655  26,417  21  155,936 
Additions 482  -  886  -  1,368 
          
Balance at December 31, 
2014 121,325  8,655  27,303  21  157,304 
          
Additions -  -  4,334  -  4,334 
          
Balance at December 31, 
2015 121,325  8,655  31,637  21  161,638 
          
Accumulated depreciation          
Balance at January 1, 2014 26,100  7,999  24,191  -  58,290 
Charge for the year 3,033  537  1,216  6  4,792 
          
Balance at December 31, 
2014 29,133  8,536  25,407  6  63,082 
          
Charge for the year 3,032  119  1,599  6  4,756 
          
Balance at December 31, 
2015 32,165  8,655  27,006  12  67,838 
          
Carrying amount          
Balance at December 31, 
2014 92,192  119  1,896  15  94,222 

          
Balance at December 31, 
2015 89,160  -  4,631  9  93,800 

 
 
 

22. INCOME TAX LIABILITIES 

 
 December 31,  December 31,  
 2015 2014 

    
Income tax liabilities (current)  2,652  11,597 
    
 2,652  11,597 
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23. BORROWINGS 
     In thousands of Denars  
 December 31, 2015  December 31, 2014 
 Short-term   Long- term   Short-term   Long- term  
Domestic sources:        
Ministry of Finance -  107,209  15,983  142,945 
        
Foreign sources:        
EIB 34,633  13,622,715  37,829  11,769,334 
KFV -  827,264  -  843,081 
        
Current maturity 2,195,042 (2,195,042)  2,419,369  (2,419,369) 
       
 2,229,675  12,362,146  2,473,181  10,335,991 

Liabilities for borrowings in the amount of Denar 107,209 thousand (2014: Denar 158,928 thousand) represent 
liabilities to the Ministry of Finance of the Republic of Macedonia on the basis of Contract for settlement 
according to which the funds from Almako Banka AD Skopje (in bankruptcy) for crediting of start-ups business 
were transferred to the Bank. The loan bears an interest at the rate of 1% and maturity up to December 31, 
2030. 

 
Major part of the borrowings relate to the borrowed funds from the European Investment Bank (EIB) in the 
amount of Denar 13,657,348 thousand (2014: Denar 11,807,163 thousand) on the basis of four framework 
agreements: 

- EIB I concluded as of June 25, 2009, with maturity up to April 16, 2021, 

- EIB II concluded as of October 12, 2011, with maturity up to October 16, 2019, 

- EIB III concluded as of July 10, 2012, with maturity up to October 16, 2020, and 

- EIB IV concluded as of December 31, 2013, with maturity up to October 16, 2023. 

Borrowings in the amount of Denar 827,264 thousand (2014: Denar 843,081 thousand) relate to credit lines 
from KfW. Liabilities to KfW consist of two credit lines with maturities up to December 30, 2044 and June 30, 
2037 and bear interest at the rate of 0.75% to 2%. 

24. SPECIAL RESERVE FOR OFF-BALANCE SHEET ITEMS 
 

In thousands of Denars  
 December 31,  December 31,  
 2015 2014 

    
Balance at January 1 16,629  10,932 
Additional provisions during the year 5,493  41,331 
(Release of provisions during the year) (9,093)  (35,634)
 
Balance at December 31  13,029  16,629 

Special reserve for off-balance sheet items of the Bank arise from financial guarantees in respect of guarantee 
contracts for collections from short-term export and issued financial guarantees for loans in commercial banks. 

25. OTHER LIABILITIES 
 

In thousands of Denars  
 December 31,  December 31,  
 2015 2014 

    
Trade payables 267  395 
Fee and commission liabilities 4,437  2,875 
Deferred income from previous years 3,687  3,765 
Other 1,062  445 
     
 9,453  7,480 

 
26. EQUITY 
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а) Share capital 

The share capital of the Bank as of December 31, 2015 and 2014 consists of 384,103 fully paid up ordinary 
shares with a nominal value of Denar 3,108. The holders of ordinary shares are entitled to receive dividends 
as declared from time to time and are entitled to one vote per share at the Bank’s General Assembly meetings, 
as well as the right to participate equally in the event of the liquidation of the Bank. 

The structure of shareholders exceeding 5% of the issued voting capital as of December 31, 2015 and 2014 
officially announced and accepted by the Central Securities Depository of the Republic of Macedonia is as 
follows: 

 December 31, 2015  December 31, 2014 

 
% of 

participation   
In thousands 

of Denars   
% of 

participation   
In thousands 

of Denars  
 
Government of Republic of Macedonia 100% 1,193,792 100% 1,193,792 
       
 100% 1,193,792 100% 1,193,792 

 
b) Reserves 

Statutory reserves  

In accordance with the local regulations, the Bank is required to set aside 5 percent of its net profit for the 
previous year in a statutory reserve until the level of the reserve reaches 1/10 of the court-registered share 
capital. Until the minimum required level is reached, the statutory reserve could be used only for loss recovery. 
When the statutory reserve exceeds the minimum level, after recovery of all losses, it can be used for 
distribution of dividends, based on a decision of the Shareholder’s Assembly, but only if, for the current year, 
it has not reached the minimum for distribution as prescribed by the Law on Trade Companies or by the Bank’s 
Statute. As at December 31, 2015 the statutory reserves amounted to Denar 901,462 thousand (2014: Denar 
793,951 thousand) 

Other reserves 

Other reserves in the amount of Denar 166,441 thousand (2014: Denar 153,731 thousand) consist of funds 
from the Insurance fund formed in 2005 in the amount of Denar 153,121 thousand (2014: Denar 153,121 
thousand) against political risks, solely for the purposes of insurance support, as well as revaluation reserves 
related to foreclosed assets in the amount of Denar 13,320 thousand (2014: Denar 610 thousand).  
 

27. EARNINGS PER SHARE 

Earnings per share are calculated by dividing the net profit for the year attributable to shareholders by the 
weighted average number of ordinary shares outstanding during the year. 

The following reflects the income and share data in the earnings per share computations: 
 
  December 31,  December 31,
  2015  2014
     
Net profit attributable to shareholders for basic and diluted earnings 
  per share (in thousands of Denars) 113,435  107,511 
Weighted average number of shares for basic and diluted earnings  
  per share  384,103  384,103 
Basic earnings per share (in Denars) 295  280 
Diluted earnings per share (in Denars) 295  280 
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28. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 
 
Contingent liabilities 

In thousands of Denars  
 December 31,  December 31,  
 2015 2014 
   

Other unsecured contingent liabilities 420,662  488,207 
Total contingent liabilities before special reserve  420,662  488,207 
(Special reserve) (13,029)  (16,629)
 
 407,633  471,578 

Litigations  
 
The Bank is involved in legal proceedings from its daily operations. As of December 31, 2015, legal 
proceedings filed against the Bank amounted to Denar 36,153 thousand (2014: Denar 24,643 thousand). The 
Bank had not recognized provision for the risks arising from the litigations, since professional advices indicate 
that there is no possibility of significant loss. Related risks have been analyzed regarding the possibility of 
occurrence. 
 
Pension plans 
 
Bank has no defined pension plans, since the Management considers that the present value of the future 
liabilities to employees would not have a material effect on the financial statements as of December 31, 2015 
and 2014. 
 

Guarantees (insurance) for collection of receivable s 
 
The Bank has contingent liabilities based on issued policies for insurance receivables. Insurers generally 
insure from commercial risks, i.e., bankruptcy and extended payment from the buyer. In case of occurrence 
of the above-mentioned risks, claims are paid to the insurer. These contingent liabilities have off balance 
credit risk and special reserve is allocated respectively. 
 
Receivables from and liabilities to reinsurers, receivables from policyholders for fee and commissions, 
receivables from policyholders in the event of recourse claims paid, and liabilities to policyholders based on 
claims paid are recognized in the Statement of financial position, as well as the corresponding impairment of 
receivables from insurers and reinsurers. 

 
29. MANAGED FUNDS 

In thousands of Denars  
  December 31, 2015  December 31, 2014 

  Assets   Liabilities   
Net- 

position   
 

Assets   Liabilities   
Net- 

position  
             
Loans in Denars  1,544,966  1,544,966  -  1,540,873  1,540,873  - 
Loans in foreign currencies  217,724  217,724  -  348,875  348,875  - 
             
  1,762,690  1,762,690 -  1,889,748  1,889,748 - 
 

The Bank is authorized to be an agent of the Government of the Republic of Macedonia, placing loans from 
the Italian credit line, from the funds of the Republic of Macedonia for the Project for Self-employment, funds 
from the International Bank for Reconstruction and Development for the Project for Sustainable Energy, 
Renewable Credit Fund and Compensation Funds, to the final borrowers through selected commercial banks 
in the Republic of Macedonia. The Bank is not exposed to any credit risk in respect of the above placements, 
as it does not guarantee placements. 
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30. RELATED PARTIES TRANSACTIONS 
 

Related parties are persons with special rights and responsibilities in the Bank and also persons related to 
them; shareholders with a qualified contribution to the Bank (direct or indirect ownership of at least 5% of the 
total number of shares, or voting right shares or that enable a significant influence on the Bank’s managing), 
affiliates and entities, as well as the responsible persons of these shareholders - legal entities, Bank’s 
subsidiaries and other persons related to the Bank. 

The Bank’s Management consider that these transactions are carried out on normal market terms and 
conditions and during the normal course of business activities.  

Sole owner of the Bank is the Government of the Republic of Macedonia. The Bank shall not lend or issue 
guarantees to the Republic of Macedonia, public enterprises and the institutions users of the Budget funds. 

 
Statement of financial position 

In thousands of Denars  
 December  31, December 31,  
 2015 2014 

Assets     
Other loans and advances 77,420  84,696 
Investments in securities 199,321  - 
 276,741  84,696 
    
Liabilities    
Borrowings 107,209  158,928 
 107,209  158,928 

 
Statement of comprehensive income 

In thousands of Denars  
 Year ended December 31,  
 2015 2014 

Income     
Interest income 177,283  190,939 
Fee and commission income 4,859  5,364 
 182,142  196,303 
    
Expenses    
Interest expense 1,123  1,194 
 1,123  1,194 

 
The total short-term employee benefits to key management personnel amounted to Denar 17,881 thousand 
(2014: Denar 17,881 thousand). 

 
31. TAXATION RISK 

  
The Republic of Macedonia currently has several tax laws in effect, as imposed by the Ministry of Finance of 
the Republic of Macedonia. The applicable taxes include: value added tax, corporate income tax, and 
personal income tax, among others. Apart from that, the regulations governing these taxes were not enforced 
for substantial periods of time; in contrast to similar legislation in more developed market economies. 
Moreover, the regulations defining the implementation of these laws are often unclear or non-existent. Hence, 
few precedents with regard to tax issues have been established in the Republic of Macedonia. Often, contrary 
opinions pertaining to legal interpretations exist both among, and within, governmental ministries and 
organizations, thus creating uncertainties and areas of legal contention. Tax returns, together with all other 
areas regulated by the law (such as customs and foreign exchange controls) are reviewed and controlled by 
competent authorities by several authorized vested in powers to assess severe fines and penalties. 
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31. TAXATION RISK (Continued) 
 
The interpretation of tax legislation by tax authorities as applied to the transactions and activity of the Bank 
may not coincide with that of the management. As a result, transactions may be challenged by tax authorities 
and the Bank may need to pay additional taxes, penalties and interest, which can be significant. The periods 
remain open to review by the tax and customs authorities with respect to tax liabilities are for five years. This 
practically means that tax authorities could determine payment of outstanding liabilities in the period of five 
years from the origination of the liability. The afore-described situation creates tax risks in the Republic of 
Macedonia that are substantially more significant than those typically existing in countries with more 
developed tax systems. 

 
32. EVENTS AFTER THE REPORTING PERIOD 

 
There are no events after the reporting period, which requires adjustments to the financial statements or 
appropriate disclosure. 
 

33. EXCHANGE RATES 
 
Official exchange rates used in the translation of the balance sheet items denominated in foreign currencies 
were as follows: 

In Denars  
 December 31,  December 31,  
 2015 2014 
   

1 USD 56.3744  50.5604 
1 EUR 61.5947  61.4814 

 


