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9 ý ó ü þ ú ù : ý ó û ü ý þ ù � = û ò û > ó = ó ò ú þ ù � û ý ý þ ó ü � ë ú ú ø ý � ë > ø ü û þ ì í D û E ý ó : � ý ú ù é ? þ ú ø þ ò ? ø þ � ø ú ø ó = � ò þ ú � ý þ ò > � ; þ ò ú ó ý ò û ì ì í û � ö� ó : ú ó ü ì þ = þ ú ù þ ù � � ò ü ë � ú ó ü � P ò ú ø ó < û ù þ ù � ; ú ø û ú ý ó : � ý ú é Q û ò û > ó = ó ò ú û ò ü ú ø ó ý ó ì ó B û ò ú ù ó � ú � ý ù ø û B ó þ ò ; � ý = û ú þ � ò � ò ú ø óû = � ë ò ú � ; ý þ ù � ú û � ó ò û ò ü ? ø ó ú ø ó ý ú ø ó < û ò � þ ù � ý þ ú þ ù ò � ú : � ù þ ú þ � ò ó ü ? þ ú ø þ ò ú ø ó ü ó ; þ ò ó ü R û � � ó : ú û < ì ó ì þ = þ ú ù �
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· ¾ ¿ À À Á Â Ã Ä Å Æ ¿ Å Ç Å Ã È À É Ã Å Ê Ë
· Ì Ê Í É Ä Ì Ê É Â Î Ã É Ï Ä Á Ð ¿ Â Ç Å Â Ñ Ò É Ã Å Ê Ó Ì Ì Î Ð Ò Ô Ë
· Î Õ Ê À Ã Ã Á À Ö É × × Á Ã × Ã Ê × Õ Ê À Ã Ã Á À Ö Ì Å É Ï Å Ä Å Ã Å Á × À É Ã Å Ê Ó ¿ Ø Ã Ê Ù Ú Á É À Ô ÛÜ þ ú ø ý � < ë ù ú ì þ c ë þ ü þ ú í ý ó ù ó ý B ó : � ù þ ú þ � ò é ú ø ó ù ó ì þ c ë þ ü þ ú í ý þ ù � þ ò ü þ � û ú � ý ù ø û B ó û ì ù � ý ó = û þ ò ó ü û ú ù ú ý � ò > ì ó B ó ì ù �
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D û ì ë û ú þ � ò = � ü ó ì ù û ý ó ý ó > ë ì û ý ì í ý ó B þ ó ? ó ü û ò ü � û ì þ < ý û ú ó ü � ñ ì ì B û ì ë û ú þ � ò ù û ý ó : ó ý ; � ý = ó ü þ ò ü ó : ó ò ü ó ò ú ì í � ; ú ø ó ú ý û ü þ ò >ü ó : û ý ú = ó ò ú ù �÷ ø ó J û ò � ý ó � � > ò þ ù ó ù ú ý û ò ù ; ó ý ù < ó ú ? ó ó ò ì ó B ó ì ù � ; ú ø ó ; û þ ý B û ì ë ó ø þ ó ý û ý � ø í û ù � ; ú ø ó ó ò ü � ; ú ø ó ý ó : � ý ú þ ò > : ó ý þ � ü ü ë ý þ ò >? ø þ � ø ú ø ó ; þ ò û ò � þ û ì þ ò ù ú ý ë = ó ò ú ü � ó ù ò � ì � ò > ó ý = ó ó ú ú ø ó � ý þ ú ó ý þ û ; � ý ú ø ó � û ú ó > � ý þ ù û ú þ � ò þ ò ú ø ó ý ó ù : ó � ú þ B ó ì ó B ó ì �Ä Å  ´ ¯ Æ ´ · ¶ ¯ ³  º ° · ¯ ¶L c ë þ ú í þ ò ù ú ý ë = ó ò ú ù û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d þ ; : ý þ � ó ù û ý ó c ë � ú ó ü þ ò û ò û � ú þ B ó = û ý � ó ú � d ; ò � c ë � ú ó ü : ý þ � ó ù û ý ó û B û þ ì û < ì ó éú ø ó í û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d d � D û ì ë û ú þ � ò = � ü ó ì ù � û ò þ ò � ì ë ü ó ú ø ó û ü C ë ù ú ó ü ò ó ú û ù ù ó ú B û ì ë ó = ó ú ø � ü é ú ø ó ù þ = : ì þ ; þ ó üþ ò � � = ó û : : ý � û � ø é ú ø ó ü þ B þ ü ó ò ü ü þ ù � � ë ò ú = � ü ó ì � ý ú ø ó � � = : û ý û < ì ó � � = : û ò í = ë ì ú þ : ì ó = ó ú ø � ü �Ç ° ³ ´ ¹ ¸ ¯ ´ ¹ ° ¶÷ ø ó ; û þ ý B û ì ë ó � ; ü ó ý þ B û ú þ B ó ù ú ø û ú û ý ó ò � ú � : ú þ � ò ù þ ù ü ó ú ó ý = þ ò ó ü < í ü þ ù � � ë ò ú þ ò > ú ø ó ý ó ì ó B û ò ú � û ù ø ; ì � ? ù ? þ ú ø ú ø ó � � ý ý ó öù : � ò ü þ ò > í þ ó ì ü � ë ý B ó ù � ÷ ø ó ù ó û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d þ ; ú ø ó í û ý ó = ó û ù ë ý ó ü � ò ú ø ó < û ù þ ù � ; � < ù ó ý B û < ì ó þ ò : ë ú ; û � ú � ý ù �d ; ò � ò ö � < ù ó ý B û < ì ó ù þ > ò þ ; þ � û ò ú þ ò : ë ú ; û � ú � ý ù û ý ó ë ù ó ü é ú ø ó ù ó ü ó ý þ B û ú þ B ó ù û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d d � ÷ ø ó ; û þ ý B û ì ë ó � ;ù ú ý ë � ú ë ý ó ü ; þ ò û ò � þ û ì : ý � ü ë � ú ù þ ù � û ì � ë ì û ú ó ü û � � � ý ü þ ò > ú � ú ø ó ú í : ó � ; ó = < ó ü ü ó ü ü ó ý þ B û ú þ B ó ë ù þ ò > û = ó û ù ë ý ó = ó ò ú = � ü ó ì Èú ø ó í û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d � ý ì ó B ó ì d d d ü ó : ó ò ü þ ò > � ò ú ø ó þ ò : ë ú ; û � ú � ý ù ë ù ó ü �Ç ° Â ¯ É ´ · ¸ · µ ´ ¸ ½ ¸ ¶ ¶ ° ¯ ¶ ¸ · ± ½ ´ ¸ Â ´ ½ ´ ¯ ´ ° ¶÷ ø ó = ó ú ø � ü ë ù ó ü ú � = ó û ù ë ý ó ü ó < ú ; þ ò û ò � þ û ì û ù ù ó ú ù û ò ü ì þ û < þ ì þ ú þ ó ù ü ó : ó ò ü ù � ò ú ø ó ì þ c ë þ ü þ ú í þ ò ú ø ó ý ó ì ó B û ò ú = û ý � ó ú � b þ c ë þ üþ ò ù ú ý ë = ó ò ú ù = ó û ù ë ý ó ü � ò ú ø ó < û ù þ ù � ; ú ø ó ý ó ì ó B û ò ú = û ý � ó ú B û ì ë ó û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d � ÷ ø ó ; û þ ý B û ì ë ó þ ù ü ó ú ó ý = þ ò ó üë ù þ ò > B û ì ë û ú þ � ò ú ó � ø ò þ c ë ó ù ? ø ó ý ó < í ó ô : ó � ú ó ü � û ù ø ; ì � ? ù û ý ó ü þ ù � � ë ò ú ó ü < í ú ø ó ý þ ù � : ý ó = þ ë = û ü C ë ù ú ó ü � ë ý B ó ù þ ò ú ø óó B ó ò ú ú ø û ú ú ø ó ý ó þ ù ò � û � ú þ B ó = û ý � ó ú � ÷ ø ó : ý � ô þ = þ ú í ú � ú ø ó ý þ ù � : ý ó = þ ë = � ë ý B ó ë ù ó ü ü ó ú ó ý = þ ò ó ù ? ø ó ú ø ó ý ú ø ó ù ó þ ò ù ú ý ë ö= ó ò ú ù û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d � ý ì ó B ó ì d d d � ÷ ø ó í û ý ó ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d d þ ò ú ø ó ó B ó ò ú ú ø û ú û ù þ > ò þ ; þ � û ò ú é ò � ò ö� < ù ó ý B û < ì ó ý þ ù � : ý ó = þ ë = þ ù ë ù ó ü � Q û ý � ó ú : ý þ � ó ù : ý � B þ ü ó ü ó þ ú ø ó ý û ú û ì � ? ; ý ó c ë ó ò � í � ý � ò ì í ; ý � = � ò ó ù � ë ý � ó û ý ó ý ó : � ý ú ó üë ò ü ó ý ì ó B ó ì d d d �
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� Ê � � � � � � � Ë � ! �  * Ì Ì � � � � � � � ! � � � 
 � � 2  � 
 � � � � � �  Í � 
 Ì � � � Ë � ! � ÷ ø ó ú û < ì ó < ó ì � ? ù ø � ? ù ú ø ó û ì ì � � û ú þ � ò � ; ; þ ò û ò � þ û ì þ ò ù ú ý ë = ó ò ú ù � û ý ý þ ó ü û ú ; û þ ý B û ì ë ó ú � ú ø ó þ ý ì ó B ó ì þ ò ú ø ó ; û þ ý B û ì ë ó ø þ ó ý öû ý � ø í � Q R S T U V Q W W Q X R� ¡ � ¡ � � � � � � � _ j _ \ r pg h b c Z n a [ j _c Z h Î _ a � _ j _ \ r r pq Z f _ Y b dc Z h Î _ aZ f f ^ c ` a [ b d f � _ j _ \ r r r pq Z f _ Y b dd b d p c Z h Î _ aZ f f ^ c ` a [ b d f k b a Z \Ï Ð Ð Ñ y Ðm [ d Z d n [ Z \ Z f f _ a f e _ \ Y g b h a h Z Y [ d o ¡ � � � � � � � � � � ¡ � � � �t _ h [ j Z a [ j _ f � � � � � � � � � � � �t _ q a f _ n ^ h [ a [ _ f ¡ � � � � � � � � � � ¡ � � � �r d j _ f a c _ d a f _ n ^ h [ a [ _ f c Z d Y Z a b h [ \ ] Z a m � k � � � � � � � � � � � � � �Ò Ó ^ [ a ] [ d f a h ^ c _ d a f � � � � � � � � � � � �t _ q a f _ n ^ h [ a [ _ f � � � � � � � � � � � �r d j _ f a c _ d a f _ n ^ h [ a [ _ f Z a m � k u l r � � � � � � � � � � � � � � � � � � � � ¡Ò Ó ^ [ a ] [ d f a h ^ c _ d a f � � � � ¡ � � � � � � � ¡ � �t _ q a f _ n ^ h [ a [ _ f � � � � � � � � � � � � � � � � � ¡ � � �w x y z { | } � � ~ � � � � � � � � � | } ~ � � � �Ô Õ z Ö Õ { Õ y Õ Ñ Ðm [ d Z d n [ Z \ \ [ Z q [ \ [ a [ _ f e _ \ Y g b h a h Z Y [ d o � � � ¡ � � � � � � ¡ � � �t _ h [ j Z a [ j _ f � � � ¡ � � � � � � ¡ � � �w x y z { � � � � | � � � � � � | � �× ³ ¸ · ¶ É ° ³ ¶ Â ° ¯ Ø ° ° · ½ ° ¹ ° ½ ¾ ¸ · ± ½ ° ¹ ° ½ ¾ ¾Q û þ ò ý ó û ù � ò ; � ý ü ó � ý ó û ù ó � ; b ó B ó ì d d ü ó < ú ù ó � ë ý þ ú þ ó ù û ú ¼ D ÷ P 9 d þ ù � � = þ ò > ; ý � = ú ý û ò ù ; ó ý � ; ú ? � Q þ ò þ ù ú ý í � ; ¼ þ ò û ò � ó < � ò ü ùú � b ó B ó ì d : � ý ú ; � ì þ � F ú � ú û ì < � � � B û ì ë ó û = � ë ò ú ù I E � ð O O � î = þ ì ì þ � ò H � @ ó � ý ó û ù ó � ; b ó B ó ì d d ; þ ò û ò � þ û ì û ù ù ó ú ù ø ó ì ü ; � ý ú ý û ü þ ò >þ ù þ ò ; ì ë ó ò � ó ü û ì ù � < í ú ý û ò ù ; ó ý � ; � ò ó Q þ ò þ ù ú ý í � ; ; þ ò û ò � ó < � ò ü ú � b ó B ó ì d : � ý ú ; � ì þ � F ú � ú û ì < � � � B û ì ë ó û = � ë ò ú ù I E � i O � ð= þ ì ì þ � ò H �
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Q R S T U V Q W W Q X R� ¡ � ¡ � � � � ¡ � � _ j _ \ r pg h b c Z n a [ j _c Z h Î _ a � _ j _ \ r r pq Z f _ Y b dc Z h Î _ aZ f f ^ c ` a [ b d f � _ j _ \ r r r pq Z f _ Y b dd b d p c Z h Î _ aZ f f ^ c ` a [ b d f k b a Z \Ï Ð Ð Ñ y Ðm [ d Z d n [ Z \ Z f f _ a f e _ \ Y g b h a h Z Y [ d o � ¡ � � � � � � � � � ¡ � � � �t _ h [ j Z a [ j _ f � � � � � � � � � � � �t _ q a f _ n ^ h [ a [ _ f � ¡ � � � � � � � � � ¡ � � � �r d j _ f a c _ d a f _ n ^ h [ a [ _ f c Z d Y Z a b h [ \ ] Z a m � k � � ¡ � ¡ � � � � � � � � ¡ � ¡ � �Ò Ó ^ [ a ] [ d f a h ^ c _ d a f ¡ � ¡ � � � � � � � � ¡ � ¡ � �t _ q a f _ n ^ h [ a [ _ f � � � � � � � � � � � �r d j _ f a c _ d a f _ n ^ h [ a [ _ f Z a m � k u l r � � � � � � � � � � � � � � � � � ¡ ¡ � � �Ò Ó ^ [ a ] [ d f a h ^ c _ d a f � � � � � � � � � � � � � �t _ q a f _ n ^ h [ a [ _ f � � � � � � � � � ¡ � � � � � � � � � � � ¡w x y z { | } ~ � � � � � � � � � � � � � } | � � � |Ô Õ z Ö Õ { Õ y Õ Ñ Ðm [ d Z d n [ Z \ \ [ Z q [ \ [ a [ _ f e _ \ Y g b h a h Z Y [ d o � � � � � � � � � � � �t _ h [ j Z a [ j _ f � � � � � � � � � � � �w x y z { � � � � � � � � � � � �÷ ø ó ý ó � � ò � þ ì þ û ú þ � ò � ; ú ø ó û ù ù ó ú ù ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d d û ù û ú õ G @ ó � ó = < ó ý î ï î ï ? û ù û ù ; � ì ì � ? ù N Q R S T U V Q W W Q X R� � � � � ¡ � � ¡ � � Z \ ^ Z a [ b do Z [ d f Ù \ b f f _ fp � d � � Z \ ^ Z a [ b do Z [ d f Ù \ b f f _ fp u l r § Y Y [ a [ b d f� � � t [ f ` b f pZ \ f � p � k h Z d f g _ h[ d a b Ù b ^ ab g b a e _ h� _ j _ \ f u a e _ h� � Ù p � � ¡ � ¡ � �Ï Ð Ð Ñ y Ðr d j _ f a c _ d a f _ n ^ h [ a [ _ f Z a m � k u l r � � � � � � � � � � � � � � � � � � � � � � � �Ò Ó ^ [ a ] [ d f a h ^ c _ d a f � � � � � � � � � � � � � � � � � � � � � � � �w x y z { � � � � � � � � � � � � � � � � � � � � � � � �÷ ø ó ý ó � � ò � þ ì þ û ú þ � ò � ; ú ø ó û ù ù ó ú ù û ò ü ì þ û < þ ì þ ú þ ó ù ý ó : � ý ú ó ü ë ò ü ó ý ì ó B ó ì d d d û ù û ú õ G @ ó � ó = < ó ý î ï G O ? û ù û ù ; � ì ì � ? ù NQ R S T U V Q W W Q X R� � ¡ � � ¡ � � ¡ � � Z \ ^ Z a [ b do Z [ d f Ù \ b f f _ fp � d � � Z \ ^ Z a [ b do Z [ d f Ù \ b f f _ fp u l r § Y Y [ a [ b d f� � � t [ f ` b f pZ \ f � p � k h Z d f g _ h[ d a b Ù b ^ ab g b a e _ h� _ j _ \ f u a e _ h� � Ù p � � ¡ � ¡ � �Ú Û Û Ü Ý Ûá t � p � � } p t � � p � ~ r | � | p � q � Ý à Þ × � á j x n k x k k x k k x k k x k k x k k x k j x ns ï ~ | � � | t � � r ~ } p t � � j x n k x k k x k k x k k x k k x k k x k j x nß à Ý á â ã ä å æ ä æ æ ä æ æ ä æ æ ä æ æ ä æ æ ä æ ã ä åL c ë þ ú í þ ò ù ú ý ë = ó ò ú ù û ú ¼ D ÷ P 9 d ? þ ú ø û < � � � B û ì ë ó � ; I E � î � O F î ï G O N I E � î � O = þ ì ì þ � ò H = þ ì ì þ � ò ý ó = û þ ò ó ü þ ò ì ó B ó ì d d d �
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INDEPENDENT AUDITOR’S REPORT 

To the Shareholder of Addiko bank d.d.  

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of Addiko bank d.d. (“the Bank”) which comprise statement of financial position as at 
31 December 2020, statement of profit or loss, statement of other comprehensive income, statement of changes in equity and 
statement of cash flows for the year then ended, including a summary of significant accounting policies and other explanatory 
information (“the financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the Bank’s financial position as at 31 
December 2020, and its financial performances and its cash flows for the year then ended in accordance with statutory accounting 
requirements for banks in Croatia. 

Basis for Opinion 

We conducted our audit in accordance with the Audit Act and International Standards on Auditing (ISAs). Our responsibilities 
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of 
our report. We are independent of the Bank in accordance with the International Ethics Standards Board for Accountants’ Code 
of Ethics for Professional Accountants (IESBA Code) and we have fulfilled our ethical responsibilities in accordance with the IESBA 
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial 
statements of the current period. These matters were addressed in the context of our audit of the financial statements as a whole 
and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This version of the auditor`s report is translation from the original, which was prepared in the Croatian language. All possible care has been taken to ensure that the 
translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of the 
auditor’s report takes precedence over this translation. 
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INDEPENDENT AUDITOR’S REPORT (continued) 

Report on the Audit of the Financial Statements (continued) 

Key Audit Matters (continued) 

Impairment allowances for expected credit losses on 
loans and advances to customers How the matter was addressed in our audit 

For accounting policies, see Note 5 - Use of estimates and assumptions/material uncertainties in relation to estimates, Note 6 - Accounting 
topics affected by Covid-19 and Note 15 - Financial instruments. For additional information regarding the identified key audit matter see notes 
36, 40.2, 57 and 58 to the financial statements. 

Credit risk represents one of the most important types of 
financial risks to which the Bank is exposed to. Determining 
appropriate methods and models by the Management to 
measure and manage credit risk is therefore one of the 
most important areas in safeguarding the Bank’s capital. As 
part of the credit risk management process, determining 
appropriate methods and models for measuring and 
managing loss allowance for expected credit losses 
represents one of the key considerations for the 
Management. 

In determining both the timing and the amount of loss 
allowances for expected credit losses on loans and 
advances to customers, the Management exercises 
significant judgement in relation to the following areas:  

• Use of historical data in the process of determining risk 
parameters; 

• Estimation of the credit risk related to the exposure;  
• Assessment of stage allocation; 
• Assessment of the significance of subsequent changes 

in credit risk of an exposure for the purposes of 
identifying whether a significant increase in credit risk 
has occurred, leading to changes in stage allocation, 
and the required measurement of lifetime expected 
credit losses; 

• Assessment of forward-looking information, including 
the impact of the COVID-19 pandemic; 

• Expected future cash flows from operations; 
• Valuation of collateral and assessment of realization 

period. 

In order to address the risks associated with loss allowances for 
expected credit losses on loans and advances to customers, 
identified as the key audit matter, we designed audit 
procedures that allowed us to obtain sufficient appropriate 
audit evidence for our conclusion.  

We performed the following audit procedures with respect to 
the area of loans and advances to customers: 

• Reviewing the Bank`s methodology for recognizing loss 
allowances for expected credit losses and comparing the 
reviewed methodology against the requirements of the 
International Financial Reporting Standards 9: Financial 
instruments, within the statutory reporting framework; 

• Obtaining an understanding of the control environment 
and internal controls implemented by the Management 
within the process of measuring loss allowance for 
expected credit losses, including utilized applications and 
information technology tools; 

• Evaluating design and inspecting implementation of 
identified internal controls relevant to the process of 
measuring loss allowance for expected credit losses; 

• Testing identified relevant controls for operating 
effectiveness; 

• Assessing quality of historical data used in determination 
of risk parameters 

 

 

 

 

 

 

This version of the auditor`s report is translation from the original, which was prepared in the Croatian language. All possible care has 
been taken to ensure that the translation is an accurate representation of the original. However, in all matters of interpretation of 
information, views or opinions, the original language version of the auditor’s report takes precedence over this translation. 
  



 

 

INDEPENDENT AUDITOR’S REPORT (continued) 

Report on the Audit of the Financial Statements (continued) 

Key Audit Matters (continued) 

Since determining appropriate loss allowances for expected 
credit losses on loans and advances requires the use of 
complex models (generally dependent on IT elements) and 
a significant judgement from the Management, the process 
of measuring expected credit losses may be exposed to 
management bias. This has led to the determination of loss 
allowances for expected credit losses on loans and 
advances to customers, recognized in accordance with the 
statutory reporting framework for banks in the Republic of 
Croatia, being identified as a key audit matter in our audit 
of the financial statements for the year ended 31 December 
2020. 

• Performing substantive tests over recognition and 
measurement of loss allowance for expected credit losses 
on sample of loans and advances allocated to Stage 1, Stage 
2 and those in Stage 3 that are collectively assessed, 
focusing on: 

i. Models applied in stage allocation and transitions 
between stages; 

ii. Assumptions used by the Management in the 
expected credit loss measurement models; 

iii. Criteria used for determination of significant 
increase in credit risk, including the impact of 
COVID-19;  

iv. Assumptions applied to calculate probability of 
default;  

v. Methods applied to calculate loss given default; 
vi. Methods applied to incorporate forward-looking 

information, including the impact of COVID-19; 
vii. Recalculation of expected credit losses on a 

selected sample. 
• Performing substantive tests over recognition and 

measurement of loss allowance for expected credit losses 
on sample of individually assessed non-performing loans 
and advances allocated to Stage 3, which included: 

i. Assessment of the borrower’s financial position 
and performance following the latest credit reports 
and available information; 

ii. Assessment of judgements and assumptions 
applied in the calculation and measurement of 
expected future cash flows from operations, 
considering the borrower’s financial status and 
performance in the current economic environment 
affected by COVID-19; 

iii. Reviewing and assessing expected future cash 
flows from collateral and estimated realization 
period;  

• Analysis of exposures with granted moratoria and the 
eligibility thereof, considering regulatory conveyance; 

• Assessment of appropriateness of staging transition and 
allocation of exposures with granted moratoria. 

 

 

This version of the auditor`s report is translation from the original, which was prepared in the Croatian language. All possible care has been taken to ensure that the 
translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of the 
auditor’s report takes precedence over this translation. 



 

 
  
 

INDEPENDENT AUDITOR’S REPORT (continued) 

Report on the Audit of the Financial Statements (continued) 

Key Audit Matters (continued) 

Litigation provisions How the matter was addressed in our audit 

For the accounting policies, see Note 5 - Use of estimates and assumptions/material uncertainties in relation to estimates, Note 25.4 – Other 
provisions. For additional information regarding the identified key audit matter, see notes 35, 49 and 62.2 to the financial statements. 

Banks are often exposed to various litigations or court 
cases, results of which may have adverse effects on their 
financial performance. 

In order to adequately reflect potential adverse effects, the 
Bank assesses the requirement for provisions in accordance 
with IAS 37: Provisions, Contingent Liabilities and 
Contingent Assets (IAS 37).   

The provision is recognized if, and only if a present, legal or 
constructive, obligation exists as a result of past events, if it 
is probable that an outflow of resources embodying 
economic benefits will be required to settle the obligation 
and if a reliable estimate of the obligation is determined. 

Due to the complexity involved in these litigation matters, 
Management’s judgement regarding recognition and 
measurement of provisions for these legal proceedings is 
inherently uncertain and might change over time when the 
outcomes of the legal cases are determined and concluded.  

Therefore, the judgement on the existence of a present 
obligation, the probability of a payment being required to 
settle the court cases’ obligation, and a reliable estimate of 
such an amount requires the Management to consider risks 
and uncertainties that inevitably surround legal 
proceedings in order to ensure appropriate recording and 
disclosures in the financial statements. 

Considering the recent legal developments in Croatia and 
specific and recent rulings of Croatian courts in 2020, 
provisions for litigations have been identified as a key audit 
matter in our audit of the financial statements for the year 
ended 31 December 2020. 

 

In order to address the risks associated with provisions for court 
cases, identified as another key audit matter, we designed audit 
procedures that allowed us to obtain sufficient appropriate 
audit evidence for our conclusion.  

Our audit procedures included, among others, the following:  

• Discussion with the Management to obtain an 
understanding of the assumptions considered when 
determining the requirement for recognition and 
measurement of provisions for litigations; 

• Obtaining and reviewing opinions and representations of 
external legal advisors in order to assess whether they 
sufficiently support the Management’s judgement of the 
assumptions considered and the amounts of provisions 
recognized; 

• Reconciling opinions and representations of external legal 
advisors on initiated legal cases to the accounting records;  

• Obtaining and reviewing the calculation of the provisions 
for litigations and assessing whether the assumptions 
underpinning the valuation of these provisions are based 
on appropriate and available internal and external 
information, thus representing the Management’s best 
estimate of the provision amount; 

• We checked plausibility of the assumptions used in the 
model on the basis of comparable historical data. We 
traced back determination of the population of potentially 
affected parties and determination of the loss potential 
and applied conclusions to status of the potentially 
affected parties at the reporting date; 

• Evaluating the appropriateness of related disclosures in 
accordance with IAS 37. 

 

 
 

 

 

This version of the auditor`s report is translation from the original, which was prepared in the Croatian language. All possible care has been taken to ensure that the 
translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of the 
auditor’s report takes precedence over this translation. 

  



 

 

INDEPENDENT AUDITOR’S REPORT (continued) 

Report on the Audit of the Financial Statements (continued) 

Other Information 

Management is responsible for the other information. The other information comprises the information included in the Annual 
Report, but does not include the financial statements and our auditor’s report.  

Our opinion on the financial statements does not cover the other information. 

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the 
audit or otherwise appears to be materially misstated. With respect to the Management Report which is included in the Annual 
Report, we have also performed the procedures prescribed by the Accounting Act. These procedures include examination of 
whether the Management Report includes required disclosures as set out in the Articles 21 of the Accounting Act. 

Based on the procedures performed during our audit, to the extent we are able to assess it, we report that: 
 

1) Information included in the other information is, in all material respects, consistent with the attached financial 
statements of the Bank. 

2) Management Report for the year 2020 has been prepared, in all material respects, in accordance with the Articles 21 of 
the Accounting Act. 

Based on the knowledge and understanding of the Bank and its environment, which we gained during our audit of the financial 
statements, we have not identified material misstatements in the other information.  

Responsibilities of Management and Those Charged with Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with statutory 
accounting requirements for Banks in Croatia and for such internal control as Management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, Management is responsible for assessing the Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless Management 
either intends to liquidate the Bank or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Bank’s financial reporting process. 
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INDEPENDENT AUDITOR’S REPORT (continued) 

Report on the Audit of the Financial Statements (continued) 

Auditor’s Responsibilities for the Audit of the Financial Statements  

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is 
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial 
statements. 

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional skepticism throughout 
the audit. We also:  

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design 
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control.  

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s 
internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by Management. 

• Conclude on the appropriateness of Management’s use of the going concern basis of accounting and, based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt 
on the Bank’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required 
to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor’s report. However, future events or conditions may cause the Bank to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and 
whether the financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements 
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to 
bear on our independence, and where applicable, related safeguards. 

From the matters communicated with those charged with governance, we determine those matters that were of most significance 
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe these matters 
in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of 
doing so would reasonably be expected to outweigh the public interest benefits of such communication. 
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INDEPENDENT AUDITOR’S REPORT (continued) 

Report on Other Legal and Regulatory Requirements 

We were appointed as the statutory auditor of the Bank by the shareholders on General Shareholders’ Meeting held on 9 March 
2020 to perform audit of accompanying financial statements. Our total uninterrupted engagement has lasted 7 years and covers 
period 1 January 2014 to 31 December 2020. 

We confirm that: 

• our audit opinion on the accompanying financial statements is consistent with the additional report issued to the Audit 
Committee of the Bank on 4 March 2021 in accordance with the Article 11 of Regulation (EU) No. 537/2014 of the 
European Parliament and the Council; 

• no prohibited non-audit services referred to in the Article 5(1) of Regulation (EU) No. 537/2014 of the European 
Parliament and the Council were provided. 

There are no services, in addition to the statutory audit, which we provided to the Bank, and which have not been disclosed in the 
Annual Report. 
 

Pursuant to the Decision of the Croatian National Bank (“CNB”) on the structure and Content of Annual Financial Statements of 
Banks (Official Gazette No. 42/18, 122/20; “the Decision”), Management has prepared the Supplementary schedules for CNB, as 
presented in the Appendix to these financial statements, which comprise Bank statement of financial position as at 31 December 
2020, Bank statement of profit or loss, Bank statement of other comprehensive income, Bank statement of changes in equity and 
Bank statement of cash flows for the year then ended, as well as the reconciliation to the accompanying financial statements. 
These forms and the reconciliation to the accompanying financial statements are the responsibility of the Management and do 
not represent components of the accompanying financial statements prepared in accordance with statutory accounting 
requirements for banks in Croatia, but rather a requirement specified by the Decision. The financial information provided in those 
forms has been derived from the accompanying financial statements. 

 

Marina Tonžetić                                                                                                                                                                        15 March 2021  
Director and Certified auditor  

 

  

 
 
Deloitte d.o.o. 
Radnička cesta 80, 
10 000 Zagreb, 
Croatia 
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auditor’s report takes precedence over this translation. 
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j °´ «¬¬̈ «ª̈¬̈ ´¨ ¦³
¢Ä »½ºÄ £Ä¢À £º½º £¿¢¹ »¾¢¼ £¼À¼¢ £¢¢ »ºÄÄ £¾¢¢Á £¿¢¾¼ £½½¼ £½º £ºº £ºº £ºº £ºº £º

Ð «¥¨ ´ «¬
q Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âq

�� hnk�hl�o hi
p hÇÇÊ ÂÌq Âqq Âqq Âqq Âqq Âqq Âqq Âqq Âqp hÇÇÊ ÂÌq Âqq Âqq Âqq Âq
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