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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Condensed inteim financial statements for the peiod ended 30 June 2018

INTRODUCTION

ln the lirst half of 20'18, the Central Bank of Bosnia and Hezegovina continued to maintain the monetary stability stipulated
by the Law on the central Bank of Bosnia and Hezegovina. Currency Board Arrangement is fully complied, which is a
guarantee of the monetary stability and the best indicator of successful performance of the Central Bank of Bosnia and
Hezegovina.

ln the flrst half of 2018, it was exposed to turbulenc€s and uncertainties coming trom the international environment
Extremely unfavorable euro area market conditions, in the form of negative interest rates on deposits and securities, in lvhich
foreign exchange reserves of the Central Bank of Bosnia and Hezegovina are invested, have made pressure on the
operations of Cenkal Bank of Bosnia and Herzegovina for a longer period of time.

An additional challenge for the Central Bank of Bosnia and Hezegovina and its financial operations was the mandatory
implementation of lnternational Financial Reporting Standard (IFRS) I since 1 January 2018, which basically has introduced
novelties in the classification and measurement of financial assets, as well as the concept of mandatory calculation of
provisions for expected credit losses on financial assets IFRSg requires mntinuous recognition of expected credit losses by
,forward-looking vievy''principle and its updating at every reporting date to present exposure changes in credit risk on
ftnancial assets of the Central Bank of Bosnia and Hezegovina. As a consequence of turbulent movements in international
environment and as a result of changes' quantiftcation in credit risk, the total financial result of the Central Bank of Bosnia
and Hezegovina became extremely volatile.

Performed financial result does not jeopardize the monetary stability of Bosnia and Hezegovina, in any way and it is,
basically, the consequence of IFRS 9 implementation.

Central Bank of Bosnia and Hezegovina, as well as, all other central banks in the world, is not profit-oriented financial
institution and its performance cannot be measured by performed financial result, but by fulfillment of goals related to the
monetary stability set in the Law.



STATEMENT OF PROFIT OR LOSS

(unaudited) (in thousands of KM)

lnterest income
Effects of negative interest rates from
interest-bearing financial assets
Effects of negative deposit interest rates on
deposits from local commercial banks

NET INTEREST INCOME

Fee and commission income
Fee and commission expense

NET FEE AND COMMISSION INCOME

Net realized gains from sale of financial
assets available-for-sale
Net realized gains from sale of financial
assets measured at fair value through
other comprehensive income (FVOCI)
Net foreign exchange (losses) / gains
Other income

OPERATING INCOME

Personnel expenses
Administrative and other operating expenses
Depreciation and amortisation

OPERATING EXPENSES

NET PROFIT BEFORE PROVISIONS

Net impairment (losses)

NET (LOSS) 
' 

PROFTT FOR THE PERTOD
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For the period

01101- 01t04- 01101-
Note ,919512919 {t) 30106,2018 3010612017

01to4-
30106t2017

14,205

(s,230)

2,819

7,060

(2,634)

14,867

(5,868)

7,445

(2,e21)

9711,421 2,012

11,794

8,416

5,847 11,011

4,363 7,271
€14t (s2\ (263)

5,495

4,246
(13s)

8,1O2 4,211 7,008

195

4,'.|.11

195

(2oot
779

(248)
915

fi;
678

233
(37)
1401

10,915 18,881 10,380

(4,949) (8,e14) (4,823)
(1,s28) (3,2e3) (1,7e4)

(1,055) (s32) (984) (500)

(14,2011 (7,409) (13,191) (7,1171

7,031 3,505 5,690 3,263

7 (10,464\ (e,7e4) - -

(3,433) (6,288) 5,690 3,263

The accompanying notes on pages 8 to 29 are the integral parts of these condensed interim financial statements.

(1) Statement of profit or bss for the Fiod ended on 30 June 2018 reflects edoption of ,FRS 9 from 1 January 2018. For additional infomation o,, /FRS 9
ectoption see Notes 2 and 4 of these unaudited condensed inteim financial statements. Comparctive financial infomation has not been restated.

21,232

(9,1s9)
(3,987)

5
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STATEMENT OF COMPREHENSIVE

(unaudited) (in thousands of KM)

NET (LOSS) / PROFTT FOR THE PERTOD

Other comprehensive income

Items that may be reclassified subsequently to the
statement of profit or loss.'

Financial assets available-for-sale
Net changes in fair value during the period
Reclassification to the statement of profit or loss

Debt instruments at fair value through OCI

Net changes in fair value during the period

Net changes in expected credit losses

Reclassification to the statement of profit or loss

Monetary gold

Net changes in fair value

Total other comprehensive income / (loss)

TOTAL COMPREHENSTVE TNCOME 
' 

(LOSS)
FOR THE PERIOD

CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Condensed interim financial sfatements for the period ended 30 June 2018

INCOME

For the period

01101 - 01t04 - 01/01 - 01t04 -
3010612018(r) 3010512018 30t06t2017 30t0612017

(3,433) (6,288) 5,690 3,263

(27,720)
(195)

35'l
(1 95)

1,770

9,367

(233)

6,937

9,287

(27,915) 156

10,904

(2.606)

16,224

(841\ (1 4.1 56)

(2,606) (841) (e08) (14,156)

8,298 15,383 (28,823) (14,0@)

The accompanying notes on pages 8 to 29 are an integral part of these condensed interim financial statements.

(1 ) Statement of comprehensive income for the period ended on 30 June 201 I reflects adoption of /FRS 9 from 1 January 201 8. For additional information on
IFRS 9 adopfion see Noles 2 and 4 of these unaudited condensed interim financial statements Comparative financial information has not been restated
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Condensed inteim financial statements for the peiod ended 30 June 201 8

STATEMENT OF FINANCIAL POSITION

As of

Note tlrltt "ili';ll " *'"T3;;(unaudited) (in thousands of KM)

ASSETS

Foreign currency in cash
Deposits with foreign banks
Financial assets available-for-sale
Debt instruments at fair value through OCI
Monetary gold
Held-to-maturity i nvestments
Special Drawing Rights with the IMF
Other assets
Property and equipment
lntangible assets
Equity securities at fair value through OCI

TOTAL ASSETS

LIABILITIES, EQUITY AND RESERVES

Currency in circulation
Deposits from banks
Deposits from the Government and other depositors
Provisions for liabilities and charges
Other liabilities

Total liabilities

lnitial capital
General reserves (Retained earnings)
Special reserves
Fair value reseryes
(Loss) for the period

Total equity and reserves

245,978
2,471,050

8,179,345
201,252

2,003
'1 1,048
45,305

1,196
27,813

236,402
2,697,015

7,473,857
203,858

1,531
11,626
45,465

1,072
27,813

236,402
2,698,650
6,202,071

203,908
1,214,062

1,531
11,656
45,465

1,072
27,813

11,184,990 10,698,639 10,642,630

4,515,374 4,319,360 4,319,360
5,024,347 5,033,065 5,033,065
926,714 624,708 624,708

1,442 1,650 1,650
3,604 11,212 11,212

10,471,481 9,989,995 9,9gg,gg5

10

25,000 25,000
s06,289 506,289
31,300 31,300

154,353 146,055

25,000
542,766

31,300
53,569

(3,433) - -

713,509 709,il4 652,635

TOTAL LIABILITIES, EQUITY AND RESERVES 11,184,990 10,699,639 10,642,630

The accompanying notes on pages 8 to 29 are an integral part of these condensed interim financial statements.

(1) Statement offinancial position as of 30 June 2o18 reflects adoption of,FRS 9 from 1 January 2o18. For additional information on /FRS 9 adoption see Nores
2 and 4 of these unaudited condensed interim financial sfatemenfs. Comparative financial information hes not been restated.

8
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STATEMENT OF CHANGES IN EQUITY

(unaudited) (in thousands of KM)

Fair value Revaluation

Forthe period

Net Tota!!nitial
capital

General Special
reserYes reserves

(Retained
earnings)

Fair value
reseryes -

financia!
assets

available-
for- sale

Fair value
reserves - debt
instruments at

fair value
through OCI

Balance as of 31 December 2017

Adjustment on initial adoption of IFRS 9 (Note 4)

Opening balance as of 'l January 2018

Total comprehensive income for the period

Net (loss) for the period
Other comprehensive income / (loss)

Balance as of 30 June 2018 (1)

Balance as of 1 January 2017

Tota! comprehensive income for the period

Net profit for the period
Other comprehensive (loss)

Balance as of 30 June 2017

reserues - reserves/ (loss) /
equity Fair value profit for

securities reserves- the period
at monetary

fair value gold
through OC!

25,000 542,766 31,300 93,120 (39,551) 652,635

(36,477\ (93,1 20) 146,053 39,551 - 56,009

25,000 506,289 31,300 146,053 - 708,644

10,904
- (3,433) (3,433)

(2,606) - 8,298

- 10,904 - (2,606) (3,433) 4,865

25,000 506,289 31,300 156,957 (2,606) (3,433) 713,509

25,000 537,892 31,300 111,597 (38,357) - 667,432

- 5,690 5,690
---(27,915)--(908)-(28,823)

(27,915\ (908) 5.690 (23.133)

25,000 537,892 31,300 83,682 (39,265) 5,690 644,299

The accompanying nol€s on pages 6 to 29 are an integral part of th6se condensed interim financial statementE.

intdtnin*ial5,,b eEcqlD.Qfu.fkechlhb .lid h.t notb..n 6.lrt d.
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STATEMENT OF CASH FLOWS

(unaudited) (in thousands of KM)

CASH FLOWS FROM OPERATING ACTIVITIES

Net (loss) / profit for the period

Adjustments for:

Depreciation and amortisation

Net losses from ECL on debt instruments at fair value through OCI

Net realized (gains) from sale of financial assets available-for-sale
Net realized (gains) from sale of debt instruments
at fair value through OCI

lncome from grants

Provisions for liabilities and charges

(Gains) from disposal of property and equipment

Dividend income recognized in the statement of proflt or loss

lnterest income from debt instruments at fair value through OCI
lnterest income from financial assets available-for-sale and held-to-
maturity investments recognized in the statement of profit or loss
Net cash flows from operating activities before changes
in operating assets and liabilities

Changes in operating assets and liabilities
Decrease / (increase) in deposits with foreign banks

Decrease / (increase) in other assets

lncrease of currency in circulation

lncrease / (decrease) in deposits

lncrease in other liabilities

Pay-out of severance payments

Net cash from operating activities

GASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of property and equipment

Purchases of property, equipment and intangible assets
Collected principal and interest from debt instruments
at fair value through OCI
Purchases of debt instruments at fair value through OCI
Sales of debt instruments at fair value through OCI
Collected principal and interest from available-for sale financial assets
Purchases of available-for sale financial assets
Sales of available-for sale financial assets
Collected principal and interest from held{o-maturity investments
Purchases of held-to-maturity investments
Dividend received

Net cash used in investing activities

(14,854\

(8,236) (9,257)

01r01 -

Note 30106/2018 (;

For the period

01/01-
30to6t2017

(3,433)

1,055

9,367

(233)

(6e)

(154)

(58e)

(14,180)

5,690

984

(1 e5)

(66)

(12)

(41)

(763)

157,359

1,061

196,014

293,288

(22e)

(54)

(s64,746)

(7,2O3)

1 13,350

(139,261)

(367)

(54)

639,203 (607,538)

41

(1,6e6)

1,637,135
(2,232,424)

274,428
11,143

(90,720)
763

(68s,e67) (401.33q

(1,018)

1,413,196
(2,279,317)

176,583

589
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
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STATEMENT OF CASH FLOWS (CONTTNUED)

01101-
Note 3010612018 (;

01/01 -
30106t2017

CASH FLOWS FROM FINANCING ACTIVITIES

Distribution of profit to the state budget

Net cash used in financing activities

Net (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning ofthe year

Cash and cash equivalents at the end of the period

(7,311\ (8,437)

(tgttl $,4371

(58,075)

2,060,001

(1,017,305)

2,973,081

2,001,926 1,955,776

The accompanying notes on pages 8 to 29 are an integral part of these condensed interim financial statements.

(1) Statement of cash flows forthe peiod ended on 30 June 2018 reflects adoption of /FRS 9 lrom 1 January 2o1a For additional infomation on /FRS 9
adoption see Notes 2 and 4 of these unaudited condensed inteim financial statements Comparative linancial information has not been restated.
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CENTRAL BANK OF BOSNA AND HERZEGOVINA
Notes to the condensed inteim financial statements for the period ended 30 June 201E

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE PERIOD
ENDED 30 JUNE 20{8

Note 1 Basis for preparation

Note 2 Accounting policy changes
Note 3 Future accounting policy changes
Note 4 lmpact ofaccounting policy changes
Note 5 Net interest income

Note 6 Net lee and commission income
Note 7 Net impairment (losses)

Note 8 Deposits with foreign banks

Note I Debt instruments at fair value through OCI

,. BAS'S FOR PREPARAIION

1 .1. Reporting entity

Govening Board

Senad Softii, Ph.D.

Ankica Kolobaric, M.Sc.

Serif lsovi6, M.Sc.

Trivo Marinkovid, M Sc.

LjubiSa Vladu5i6, Ph D.

Management

Senad Sofrid, Ph.D

Ernadina Bajrovic, M.A

Milica Laki6, Ph.D

2elimira Raspudid

I Note 10

10 Note 11

14 Note 12
14 Note 13

18 Note 14
'19 Note '15

19 Note 16

20 Note 17

20

Falr value reserves
Cash and cash equivalents

Cunency board arrangement
Financial risk management
Fair value measuremenl

Off-balance sheet items
Related party transactions
Approvalol the condensed interim flnancial
statements

20

21
21
21

24

26
28

29

The Central Bank of Bosnia and Hezegovina (the "Bank") was established in accordance with the Law on the Central Bank
of Bosnia and Hezegovina, which was adopted by the Parliamentary Assembly of Bosnia and Herzegovina on 20 June
1997, according to the General Framework Peace Agreement in Bosnia and Hezegovina The main objective ofthe Bank is
maintaining the monetary stability of Bosnia and Hezegovina

Head Office of the Bank is located in Sarajevo, Marsala Tita Street, No 25.

According to the article M, paragraph 2 of the Law on the Central Bank of Bosnia and Hezegovina, the Bank is obliged to
submit unaudited financial statements for each quarter to the Presidency of Bosnia and Hezegovina.

Governing Board of the Bank, consisting of five members, approves these condensed interim financial statements, while the
Management of the Bank, consisting of four members, is responsible for the preparation of condensed interim financial
statements. Members of the Governing Board and Management are:

Chairman

Member

Member

Member

Member

Governor

Vice Governor

Vice Governor

Vice Governor

8



CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed inteim financial statements for the peiod ended 30 June 2018

1. BASTS FOR PREPARATTON (CONTTNUED)

1.2. Basis of accounting

The crndensed interim financial statements are prepared ln accordance with the Law on the Central Bank of Bosnia and
Hezegovina and in accordance with the lnternational Financial Reporting Standards (IFRS) as published by the lnternational
Accounting Standards Board (IASB)

These condensed interim financial statements are prepared in accordan@ with lnternational Accounting Standard 34
"lnterim financial reporting", and should be read in conjunction with the latest audited financial statements of the Bank for the
year ended on 31 December 2017 (,,annual statements')

The acmmpanying notes of these condensed interim financial slatements clarify events and transactions that are important
for understanding the changes in the Bank's financial position and performance compared to the latest audited annual
statements

The mndensed interim financial statements have been prepared in accordance with the same accounting policies applied in
the preparation of the annual statements, except for policy changes described in Note 2 of these condensed interim financial
statements. Accountrng policy changes, applicable from 1 January 2018, arc result of the implementation of IFRS
9:"Financial instruments' and change of accounting policy for monetary gold in accordance with IAS 8: 'Accounting Policies,
Changes in Accounting Estimates and Enors"

As stated in Note 2, the Bank applied the accounting policies changes without restating comparative financial information for
the year 2017 Note 4 of these condensed interim linancial statements gives summary of accounting policy changes impact
on statement of financial position of the Bank as of I January 20'18.

As of 1 January 2018 the Bank has changed the certain positions rn financial statements and made reclassifications of
certain amounts

ln the reporting period there were neither cyclic nor periodical operational activities in the operations of the Bank, all activities
were done according to the subject and time of realization on a going concern basis.

The Bank's financial statements are stated in the officral national currency of Bosnia and Hezegovina which is the
convertible mark (KM). All financial information have been rounded to the nearest thousand (unless otherwise indicated)

The official exchange rate of KM to the Euro (EUR) has been defined by the Law on the Central Bank of Bosnia and
Hezegovina as KM '1.95583 = I EUR. As required by the Law, the Bank is obliged to purchase and sell KM for EUR on
demand, without any restrictions, within the territory of Bosnia and Hezegovina, at the defined exchange rate.

The significant judgements made by Management in applying the Bank's accounting policies and the key sources of
estimation unc€rtainty were the same as those described in the annual statements, except for new significant judgements
and estimates related to the apphcation of IFRS I, which are described in Note 2.

1.3. Fair value measurement

Fair value is the price that would be received to sell or paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that price is directly observable or estimated using another
valuation technique.

ln estimating the fair value of an asset or a liability, the Bank takes into account the characteristics of the asset or liability
which market participants would take into account when pricing the asset or liability at the measurement date.

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

. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Bank can
access at the measurement datei

. Level 2 inputs are inputs, other than quoted prices included in Level '1, that are available for the asset or liability,
either directly or indirectly; and

. Level 3 inputs are unavailable inputs for the asset or liability

A fiair value measurement of financial assets and liabilities of the Bank is presented in Note 14.

9



CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed inteim financial statements fot the peiod ended 30 June 2018

2. ACCOUNTING POLICY CHANGES

The below-described accounting policies have been applied from 1 January 2018 tollowing the implementation of IFRS I
"Financial instruments" and change of accounting policy for monetary gold in accordance with IAS 8:" Accounting Policies,
Changes in Accounting Estimates and Errors". As permitted by these standards, the Bank has not restated comparative
financial information in financial statements Note 4 gives an overview of the impact of accounting policy changes on
amounts in statement of financial position as of 1 January 2018.

2.1. Summary of accounting policy changes lor tinancial asseb according to ,FRS 9

Business model

The business model reflects how the Bank manages its financial assets in order to generate contractual cash flows By
selecting the business modelthe Bank determines to generate cash flows by collecting the contractual cash flows, by selling
financial assets, or by both.

A financial asset that generates contractual cash flows during its lifetime is classified within a "hold to collect contractual cash
flows" model

A financial asset that generates contractual cash flows during its lifetime and by selling is classified within a "hold to collect
contractual cash flows and sell' model

A financial asset that is kept for generating cash flows by selling that asset is classified within other business models

Contrcctual cash flow characteristics

For the purpose of classifr/ing a financial asset, the Bank must determine whether the contractual cash flows associated with
the financial asset are solely payments of principal and interesl on the principal amount outstanding. The principal is
generally the fair value of the financial asset at initial recognition. The interest consists of mnsideration for the time value of
money, for the credit risk associated with the principal amount outstanding during a particular period of time, and for other
basic lending risks and costs related to the holding the financial asset.

Recognition, classification and measurement of tinancial assets

All financial assets are initially measured at fair value. Transaction costs that are directly attributable to the acquisitpn of
financial assets are added to the fair value of the financial assets, as appropriate, on initial recognition.

After initial recognition, financial asset is classlfted as financial asset subsequently measured at amortised cost or as
financial asset subsequently measured at fair value through other comprehensive income (FVOCI)

Classification of financial assets depends on the business model determined by the Bank to manage certain categories of
flnancial assets and on the contractual c€sh ffows characteristics of the asset.

The Bank has made an irrevocable election for subsequent measurement of fair value for equity securities in other
comprehensive income and they are initially recognized at cost for which the Bank considers to be their fair value.

Method of effective interest rate

The effective interest rate is the rate that exactly discounts future cash payments or receipts through the expected life of the
financial assets or financial liabilities to the gross carrying amount of the financial asset or to the amortised cost of financial
liability.

When c€lculating effective interest rate, the Bank estimates expected cash flows, considering all contractual conditions of
financial asset, but excluding expected credit losses The calculation includes all fees and all amounts paid or received
between the Bank and counterparties that form an integral part of the effective interest rate, transac{ion costs and other
premiums or discounts.

The effective interest method is a method used by Bank in calculation of the amortised cost of a financial asset or a financial
liability and in allocation and recognition of the interest income or interest expense in profit or loss over the relevant period.

l0



CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed interim financial statements for the period ended 30 June 2018

2. ACCOUNTTNG POLTCY CHANGES (CONTTNUED)

2.1. Summary of accounting policy changes fot financial assets according to IFRS I (continued)

Financial asset at amortised cosf

Financial asset is subsequently measured at amortised cost using the effective intercst rate method to the gross carrying
amount of financial assets during the holding oflhe financial asset until maturity.

Etfects of subsequent measurement are recognized as interest income or interest expense in profit or loss in the period in
which they occur

Financial assets at fai value through other comprehensive income (FVOCI)

Financial asset is subsequently measured at fair value through other comprehensive income using the effective interest rate
method icr interest inmme and expense to the gross carrying amount and is adjusted with the fair value of financial asset on
reporting dates during the holding of the financial asset.

Effects of subsequent measurements are recognized as interest income or interest expense in profit or loss in the period
when they occur

Effects of fair value adjustment of financial asset subsequently measured at fair value through other comprehensive income
are recognized within other comprehensive income in the period when they occur.

Fair value is measured by quoted prices in active markets taken ftom otficial services.

Equity secuities

Equity securities held by the Bank are not subject of trade on active markets due to its specific characteristics Calculation of
impairment for expected credit losses is not made for equity securities. Equity securities are initially recognized at acquisition
cost. Dividend income is recognized in profit or loss in the period when occur.

lmpaiment of financial assets

Scope

The Bank applies a three stage model for impairment based of credit losses using the expected credit losses approach, as
required by IFRS 9 lt is applied forthe following categories offinancial instruments not measured at profit or loss:

- financial asset at amortized cost and
- debt securities through other comprehensive income.

Financial asset is being moved within three phases based on change of credit risk from the initial recognition date.

lmpairment model based on expected credit losses

L Stage 1 - At initial recognition, all financial assetq that are assessed to be impaired according to IFRS 9, are
allocated in Stage 1 and requires the calculation of expected credit losses. For financial assets in Stage 1, 12-
month expected credit losses are calculated using the probability of loss for the nelit 12 months

2. Stage 2 - lf a significant increase in credit risk sinc€ initial recognition is identified, financial assets is moved to
Stage 2 For financial assets in Stage 2, lifetime expected credit losses are calculated based on the probability of
loss for the remaining estimated lifetime of the financial assets.

3. Stage 3 - The criteria for movement into the Stage 3 is assignment of the default status to financial assets.
Expected credit loss c€lculation is done similarly to the Stage 2

Expected credit losses measurement

Probability of default, Exposure at Default and Loss Given Default are the rnputs used for estimation of expected credit
losses and are modeled based on macroecrnomic variables closely related to credit losses in portfolio

ll



CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed interim financial statements for the peiod ended 30 June 2018

2. ACCOUNTTNG pOLtCY CHANGES (CONTINUED)

2.1. Summary of accounting policy changes tor financial asseB accotding to ,FRS 9 (continued)

Expected credit losses are the discounted product of the Probability of Default (PD), Loss Given Default (LGD) and Exposure
at Default (EAD), defined as follows:

- Probability of Default (PD) is an estimate of the probability that an issuer will not be able to meet its debt liabrlitres
over the certain period.

- Exposure at Default (EAD) represents the book value of the financial instrument, ie. the canying amount at the
date of the initial recognition or on the reporting date.

- Loss Given Default (LGD) is an estimation of the percentage of exposure to the issuer who, in case of default, will
not be charged. For this parameter the Bank uses the constant value a@ording to the article 161 of the Regulation

- 
(EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 (CRR).

F orward-looking infom ation

Expected credit losses measurement for each stage and estimation of significant increase in credit risk is including both past

and future information, as well as reasonable forecasts ol fufure events and economic conditions

For expected credit loss calculation, the Bank uses the long-term composite credit rating. Composite credit rating is the
average o, ratings assigned to a certain issuer by at least two of the three rating agencies (Standard and Poois, Fitch
Ratings and Moody's) ln order to include macroeconomic forecast in expected credit losses model, the Bank relies on
predicting changes in rating for individual instruments in its portfolio, in a way which incorporates the prediction of rating
movement direction: positive, stable, negative.

Assessmert of slgn,rca nt increase in credit isk

At each reporting date, the Bank assesses whether there has been a signiflcant increase in credit risk from the initial

recognition The assessment is made by comparing the risk of default between the reporting date and initial recognition date
for the remaining expected lifetime. Credit risk of the flnancial instrument is considered to be low if Probability of Default of
issuer has significant capacity to orderly pays its contractual c€sh liabilities, in the short and long term. The Bank considers
that all exposures with the mmposite credit rating AA minus (M) or higher have the low credit risk

Financial instrument is allocated out of Stage 'l if it is considered that signific€nt increase in credit risk has occurred, and if
payment is delayed for 30 days it is allocated to the Stage 2, respeclively to the Stage 3 if payment is delayed tor 90 days
Except tor the mentioned delay criteria, the Bank assesses if there was significant increase in credit risk comparing to initially
assessed risks, while deciding on allocation of individual financial instruments to the Stage 2 ln case there was decrease in

composite credit rating for more than two notches in relation to initial recognition date and/or decrease in composite credit
rating below investment level of composite credit rating, i.e. below the BBB minus (BBB) rating, the exposure will be
transferred to the Stage 2. The exposure can be reverted from Stage 2 to Stage 1 if the causes that led to the transfer to
Stage 2 have been removed and at least 90 days afrer removal of the c€use.

Presentation of ECL provisions in the statement of financial position

- for financial assets at amortised cost as deduction of gross carrying amount of the financial assets,

- for debt securities at other comprehensive inmme, the provisions are recognized in other comprehensive income
within the capital and reseryes.

Gain or loss from impairment is recognized in the profit or loss, irrespectively to subsequent measurements of financial
assets.
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed inteim financial statements for the peiod ended 30 June 2018

2. ACCOUNTTNG pOLtCy CHANGES (CONTTNUED)

2.1. Summary ot accounting policy changes for financiat assets according to IFRS I (continued)

Definition of default

The Bank considers that a financial instrument is in the default status when one or more impairment events occurred after
the date of initral recognitron have a negative impact on the estimated future cash flows of the instrument Default criteria are
objective evidences of impairment and especially

- Significant financial difficulties of securities' issuers,

- Breach of contractual obligations rn terms of delinquency on principal and interest,

- Any restructuring or modification of existing terms of servicing obligations arising from the financial rnstrument debt
for reasons related to financial difficulties of the issuer,

- Probability of bankruptcy and/or liquidation or other form of financial reorganization,

- Lack ofan active trading market

ln addition to the criteria mentioned above, if payment is delayed for 90 days, the financial instrument will be transferred to
default stage

Reclassification

ln case of reclassific€tion, the Bank reclassifies its financial assets prospectvely from the date of reclassification.

lf financial asset is reclassifled out of the category measured at fair value through other comprehensive income into the
category at amortised cost, accumulated gain or loss in other crmprehensive income is used for adjustment of fair value of
financial asset, becomrng the amortised cost as of reclassification date.

lf financial asset is reclassfied out of the category at amortised cost into the c€tegory measured at fair value through other
comprehensive income, ditference between the fair value of the asset and its gross c€rrying amount is recognized rn other
comprehensive income as ofthe reclassification date.

De-recognition

When derecognizing the financial assets subsequently measured at amortised cost, remaining balance for impairment at de-
recognition date is transferred to profit or loss for the period.

When derecognizing the financial assets, subsequently measured at fair value through other comprehensive income,
accumulated gain or loss previously recognized in other comprehensive income is-transferred from the equity to profit or loss
for the period

2.2. Summary of changes in accounting poticy fot monebry gotd

Monetary gold is part of foreign exchange reserves of the Bank and it is classified as a financial asset The Bank has revised
the current accounting policy for monetary gold and changed the accounting treatment of monetary gold, etfective from 1

January 2018, as follows:

l\4onetary gold is initially recognized at fair value, including transaction cost directly attributable to the acquisition of the gold.
After initial recognition, the gold is re-measured at fair value

Unrealized gains and losses arising from changes in fair value, referring to the price changes of monetary gold, are
recognized in the revaluation reserve account within other comprehensive income

ln the event that unrealized losses exceed the balance in the revaluatron reserve fur monetary gold at the end of the
financial year, the Bank shall charge the excess against the period's profit available for distribution

On the sale of gold, the Bank shall recycle existing unrealized gains and losses through profit and loss

The fair value of monetary gold is expressed in EUR, converted at the fixed rate of KM at the reporting date, and it is
measured at the last bid price for one ounce of gold (Oz) at the reporting date quoted on Reuters
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed inteim financial statements for the peiod ended 30 June 2018

2. ACCOUNTTNC POLTCY CHANCES (CONTTNUED)

2.2, Summary ot changes in accountng poticy for monetary gold (confinued)

3. FUTURE ACCOUNTING POLICY CHANGES

The Bank closely monitors both new accounting standards and amendments to existing accounting standards rssued by the
IASB The Bank is currently assessing how adoption of new and amended accounting standards will impact the financial
statements of the Bank. Aside from the adoption of IFRS 9 on 1 January 2018 and changed ac.ounting policy for monetary
gold, there have been no significant updates to the accounting policies used in preparation of annual financial statements.

4. IMPACT OF ACCOUNTING POLICY CHANGES

4.1. Classification and measurement of financial assets

The IFRS 9 classific€tion and measurement requirements, also the impairment requirements, as well as the change of
accounting policy for monetary gold have been applied by the Bank, with no restatement of comparative periods The
impacts of IFRS 9 adoption were recognized at the position of general reserves (retained earnings) of the Bank.

The effects of adopting IFRS 9 on the carrying amounts of financial assets on 1 January 2018 relate mainly to the new
impairment requirements, as described further below

The following table and the below accompanying notes present the reconciliation of the original classification under IAS 39
and new classification under IFRS I for each group of financial assets of the Bank, as of 1 January 2018.

(in thousands of KM)

orisinat New crassificarion 9j:9:11 --*y--
Financiat asset ctassitication under "irtyJl:", ,":::"r'13". Reference

under lAs 39 lFRs I '"io" a, .FRS 9
Foreign currency in cash Loans and Amortised cost 236,402 236,402 (A)

receivables

Deposits with foreign banks Loans and Amortised mst 2,698,650 2,697,015 (B)
receivables

Specialdrawing rights Loans and Amortised mst 1,531 1,531 (C)
with the IMF receivables

Debt securities Avaihble-for-sale Fair value through other 6,202,071 7,473,857 (D)
comprehensNe rncome

Debt securities Held-to-maturity Fair value through other 1,214,062 - (E)
comprehensve tncome

Equity securities Available-for-sale Fair value through other 27,813 27,813 (F)
comprehensNe rncome

- irrevocable selection

Other financial assets Loans and Amortised cost 2,746 2,716 (G)
receivables

TOTAL 10,383,275 10.439,334

(A) Foreign currency in cash is measured both under IAS 39 and IFRS I at amortised cost and due to its characteristics
have the same accounting treatment.

(B) Deposits with foreign banks originally classified as loans and rec€ivables under IAS 39, are now classified as financial
asset subsequently measured at amortised cost.

(C) Special drawing rights with the IMF that were originally classified as loans and receivables under IAS 39, are now
classified as financial asset subsequently measured at amortised cost

(D) Debt securities were originally classified as available for sale under IAS 39. The Bank has classified securities as
financial asset subsequently measured at fair value through other comprehensive income
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed interim financial statements for the period ended 30 June 2018

4.IMPACT OF ACCOUNTTNG pOLtCy CHANGES (CONTTNUED)

4. 1 . Classificati on and meas urement of fi na ncial assets (conti nued)

(E) Debt securities were originally classified as held to maturity under IAS 39. The Bank has classified securities as financial
asset subsequently measured at fair value through other comprehensive income.

(F) For equity securities that were classified as available-for-sale, the Bank irrevocably selected to present subsequent
changes of fair value in other comprehensive income. Equity securities do not have active market.

(G) Other financial assets used to be classified as loans and receivables under IAS 39 are now classified as financial assets
at amortised cost.

The following table presents the review of the accounting treatment and value of monetary gold until 31 December 2017 and
from 1 January2018.

(in thousands of KM)

Change of accounting policy for monetary gold

Carrying
value

Through other

Through other

203,908
31 December20l

203,858
income throughout the year, 1 January 2O1

but in case of
at the end of the year,
amount is recogr

in the profit or

Carrying value of financial asset of the Bank as of 31 December 2017 and 1 January 2018 is given in the following table:

(in thousands of KM)

of financia! asset 31 December 2018

Financial assets under IAS 39 / IFRS 9 10,439,3U

EUR
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed interim financial sfafemenfs for the period ended 30 June 2018

4. THE TMPACT OF ACCOUNTTNG pOLtCy CHANGES (CONTTNUED)

4.1. The classification and measurement of financial assefs (continued)

The following table presents a reconciliation of the financial asset carrying values established in accordance with IAS 39 and
IFRS 9, as well as the impact of the IFRS 9 implementation, by classes of financial assets

Deposits with foreign banks
Under IAS 39 as of 31 December 2017

for ECL
Under IFRS 9 as of 1

Available-for-sale fi nancial assets
Under IAS 39 as of 31 December2017
Reclassiflcation into:
FVOCI
Under IFRS 9 as of 'l

Financial assets at fair value through other
comprehensive income
Under IAS 39 as of 31 December2017
Reclassification from:
Available-for-sale
Held
Under IFRS 9 as

Financial assets held-to-maturity
Under IAS 39 as of 31 December 2017
Reclassification into:

Under IFRS 9 as of 1 20'|.8

Other financial assets
Under IAS 39 as of 31 December 2017
Reclassiflcation into:
Financial asset at amortised cost
Under IFRS 9 as

Financial assets at amortised cost
Under IAS 39 as of 31 December 2017
Reclassification from.
Loans and recei

2018

9 impact on financial assets as
2018

IFRS 9
Classification Measurement lmpairment

6,202,071
1,214,062

Reconciliation of
new carrying values

under IFRS 9

2,698,650
1

6,202,071

I

1,214,062

214

2,716

(in thousands of KM)

2018 7,416,133

t6
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed inteim financialsfafemenfs for the period ended 30 June 2018

4. THE TMPACT OF ACCOUNTTNG pOLtCy CHANGES (CONTTNUED)

4.1. The classification and measurement of financial assefs (continued)

The following table presents the implementation of new accounting policy for monetary gold as of 1 January 2018:

(in thousands of KM)
New

carryrng
Classification Measurement

Monetary gold
As of 31 December 2017
New accounting policy implementation - foreign exchange
differences

203,908

Asofl 2018

The impact of IFRS 9 and the new accounting policy for monetary gold on the financial asset of the Bank is given below:

thousands of
The IFRS 9 impact as 2018

The of new for

TOTAL

The following table gives the impact of transition to IFRS 9 and the change of accounting policy for monetary gold on the
opening balance of the general reserves (retained earnings) and the fair value reserves:

(in thousands of KM) lmpact of the IFRS 9 implementation
and the accounting policy change

on the openinq balances

General reserves (retained earnings)
Recognition of ECL under IFRS 9
New effective interest rate method application under IFRS 9
New accounting policy for monetary gold implementation -fair value
New accounting policy for monetary gold implementation -foreign exchange
differences

(5,955)
9,079

(39,ss1)

(50)

lmpact as of 1 January 2018 (36.4771

Fair value reserves
Reclassification of held-to-maturity financial asset into financial asset subsequently
measured at FVOCI
New effective interest rate method application under IFRS 9
Provisions for ECL for financial asset at FVOCI
New accounting policy for monetary gold implementation

57,724
(e,07e)

4,290
39,551

lmpact as of 1 January 2018

The impact of IFRS 9 and the new accounting policy for monetary gold on the equity of the Bank is given below:

thousands of

The IFRS 9 impact as of 1 January 2018

The of new

TOTAL

Financial liabilities were classified as ,,other financial liabilities" under IAS 39 and measured at amortised cost. The financial
liabilities treatment under IFRS t has remained unchanged.
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes to the condensed inteim financial sfafements for the peiod ended 30 June 2018

5. NET INTEREST INCOME

(in thousands of KM)

lnterest income arising from:
- financial assets at fair value through other

comprehensive income (net)
- financial assets available-for-sale (net)
- held-to-maturityinvestments(net)
- deposits with foreign banks
- other

The effects of negative interest rates from interest bearing
financial assets from:
- term deposits held with foreign banks
- demand deposits held with foreign banks

The effects of negative deposit interest rates on deposits from
local commercial banks

Net interest income

(1,114) (5e5) (1,24s) (704)
(5,230) (2,6U) (5,868) (2,921)

2,819

01101-
3010612018

01to4-
3010612018

01r01 -
30t06t2017

For the
period

01t04-
30106t2017

14,180

13

12

7,U8

7

5

8,668
6,1 86

7

o

4,288
3,150

3
4

14,205

(4,116)

7,060 14,867

(2,03s) (4,61e)

7't4i

(2,217)

1,421 2,012 971

11,794 5,U7 11,011 5,495

The average negative effective interest rate on deposits invested in foreign banks amounted to 0.42% in the period
January - 30 June 2018 (in the period 1 January - 30 June 2017 amounted to negative 0.43%).

The average effective yield on invested debt securities at fair value through other comprehensive income amounted to
O.37% in the period 1 January - 30 June 2018.

The average effective yield on the invested available-for-sale securities amounted to 0.35% in the period 1 January - 30
June 2017.

The average effective yield on held-to-maturity investments amounted to 1.03% in the period 1 January - 30 June 2017.

From 1 July 2016 the base for the required reserve calculation for commercial banks has included deposits and borrowings
regardless of currency which the funds are denominated in. Also, the slngle required reserve rate of 10% has been
established applied by the Bank on the base for the required reserve calculation.

The Bank does not calculate a fee on the required reserve amount, while the fee on the amount exceeding the required
reserve is calculated at the rate equal to 50% of the European Central Bank rate applied on commercial bank deposits

The effects of negative interest rates from interest-bearing financial assets result from negative interest rates on term
deposits and funds in current accounts that could not be avoided given the current market circumstances.

The effects of negative deposit interest rates on deposits from local commercial banks result from negative interest rate on
the amount exceeding the required reserve which amounted to 0.20% in the reporting periods.
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed inteim financial statements for the period ended 30 June 2018

6. NET FEE AND COMM'SS'OA' INCOME

01101 - 01t04 -
30106/2018 3010612018

For the
period

01101 - 01t04 -
30t06t2017 30t06t2017

(in thousands of KM)

Fee and commission income:

- from local commercial banks
- from services for the Government and other

non-banking clients

Fee and commission expenses:
- transactions with foreign banks

Net fee and commission income

7. NET TMPATRMENT (TOSSES)

(in thousands of KM)

Gains from expected credit losses:

- from flnancial assets subsequently measured at FVOCI

- from deposits with foreign banks
- from other financial assets
- from Special Drawing Rights with the IMF

Losses from expected credit losses:

- from financial assets subsequently measured at FVOCI

- from deposits with foreign banks
- from other financial assets
- from Special Drawing Rights with the IMF

Net impairment (losses)

8,416 4,363 7,271 4,246

(314) (1521 (263) (135)

8,102 4,211 7,008 4,111

7,830

586

4,068

295

6,789

482

3,953

293

01/01-
3010612018

For the
period

01lo4-
3010612018

5,695

3,211

20

1

4,708
1,657

10

1

8,927

(15,062)

(4,30e)

(1e)

(1)

6,376

(13,ees)

(2,165)

(e)
(1)

(19,391) (16,170)

(10,464) (9,794)

The Bank did not have gains and losses arising from impairment of financial assets according to IAS 39 in the period 1

January - 30 June 2017
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed interim financial statements for the period ended 30 June 2018

8. DEPOS'IS WITH FOREIGN BAA'KS

Deposits with foreign banks, analysed by the remaining maturity, are as follows.

(in thousands of KM)

Elemand deposits
Up to 1 month
Fromlto2months
From2to3months
From3to4months
From 4 to 12 months
Total term deposits

TOTAL

30 June
2018

31 December
2017

622,745 671,583
1,110,142

290,860
350,110

97,194
1,848,305

993,768
136,200
449,303
117,154
330,642

2,027.067

2,471,050 2,699,650

As of 30 June 2018 deposits with foreign banks include also the allowances for expected credit losses in the amount of KM
2,733 thousand (See Note 13).

9. DEBT INSTRUMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Debt instruments at fair value through other comprehensive income are quality debt securities with a high degree of
marketability and liquidity, with credit ratings f1e6 AAA to BBB. The portfolio includes short-term and long-term debt
securities with a fixed interest rate, which are issued by the governments of foreign countries. As of 30 June 2018 all debt
instruments at fair value through other comprehensive income are denominated in EUR.

As of 30 June 2018 provisions for expected credit losses for debt instruments at fair value through other comprehensive
income amount to KM 13,495 thousand (See Note 1 3).

10. FAIRVALUE RESERYES

Components of fair value reserves are given as follows:

(in thousands of KM)

Fair value reserves - debt securities available-for-sale

Fair value reserves - equity securities available-for-sale

Fair value reseryes - debt instruments at FVOCI:
- market price changes

- provisions for ECL

Fair value reserves - equity instruments at FVOCI

Revaluation reseryes for monetary gold (2017:
Fair value reserves for monetary qold)

TOTAL

30 June
2018

1 January
2018

31 December
2017

156,957

143,462

13,495

2

(2,606)

146,053

141,763

4,290

2

93,118

2

(39,551)

53,569154,353 146,055
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed interim financial sfafemenfs for the period ended 30 June 2018

11. CASH AND CASH EQUIVALENTS

For the purpose of cash flows reporting, cash and cash equivalents comprise the following categories: giro accounts, foreign
currency in cash, foreign exchange demand deposits, deposits with maturities up to three months or less from the date of
acquisition and Special Drawing Rights in the lnternational Monetary Fund.

(in thousands of KM)

Foreign exchange deposits with maturities up to three months
or less, from the date of acquisition
Foreign exchange demand deposits
Foreign currency in cash
Special Drawing Rights with the IMF
Giro accounts

TOTAL

(in thousands of KM)

Foreign assets
Liabilities to non-residents

Net foreign exchange reserves (foreign assets minus liabilities to non-residents)

Monetary liabilities

Net foreign assets (net foreign exchange reserves minus monetary liabilities)

30 June
2018

30 June
2017

1,130,281
622,745
245,978

2,003
919

1,013,944
723,756
215,344

2,507
225

2,001,926 1,955,776

As of 1 January 2018 cash and cash equivalents in the amount of KM 2,060,001 thousand include the corresponding amount
of allowances for expected credit losses for demand deposits and term deposits with maturity up to three months or less
from the date of acquisition in the amount of KM 1,283 thousand.

12. CURRENCY BOARD ARRANGEMENT

The Law on the Central Bank of Bosnia and Herzegovina requires that the aggregate amount of its monetary liabilities shall
at no time exceed its net foreign exchange reserves.

Details of compliance with the rule are as follows.

30 June 31 December
2018 2017

1 1,099,628
2,002

11,097,626

10,466,435

631,191

10,555,624
1,649

10,554,975

9,977,133

577,842

The monetary liabilities of the Bank, according to the Law on the Central Bank of Bosnia and Herzegovina, consist of
currency in circulation and the domestic deposits from banks and other residents.

13. FINANCIAL RISK MANAGEMENT

The Bank's financial assets is largely comprised of financial instruments which expose the Bank to a number of financial
risks, including credit risk, market risk and liquidity risk.

13.1. Credit risk

Credit risk is the risk of a financial loss to the Bank if counterparty to a financial instrument fails to meet its contractual
obligation and rises principally from the Bank's deposits with other banks and investments into debt securities (foreign
exchange reserves). The management of this risk is performed through the selection of counterparties with high level credit
ratings assigned by internationally recognized rating agencies, by limiting the maturities, and by controlling the volume and
the dynamics of investment. The credit ratings are monitored on a daily basis.
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed interim financial statements for the period ended 30 June 2018

13. FiNANCiAL RISK MANAGEMENT (CONTTNUED)

13.1. Credit risk (continued)

From I January 2018 the Bank has implemented a new concept of ,,expected credit losses" in accordance with the IFRS I
requirements in credit risk management. As explained in Note 2, the Bank is obliged to measure expected credit losses for
financial assets measured at amortised cost and measured at fair value through other comprehensive income

The following table presents the movements in provisions for expected credit losses in the period 1 January - 30 June 2018.

(in thousands of KM)

Classes of financial
instruments

Deposits with foreign banks

Demand deposrts

Term deposits

Financial assets at fair value through
other comprehensive income

Debt secuities

Special Drawing Rights with the IMF

financial

30 June
2018

2,733

1,1

1,

1

13,

Decrease of
provisions
during the

(3,211)

(22e)

(2,e82)

(5,857)

(5,857)

(1)

Additional
provisions

during
the period

4,309

854

3,455

15,062

15,062

1

19

1 January 31 December
2018 2017

1,635

562

1,073

4,290

4,290

30

TOTAL 5,955

As of 30 June 2018 the expected credit losses are estimated in the amount of KM 16,257 thousand (As of 1 January 2018
KM 5,955 thousand). The increase in the expected credit losses (KM 10,302 thousand) is a result of the increase in expected
credit losses from securities measured at FVOCI and, to a lesser extent, of the increase in expected credit losses from
deposits with foreign banks.

The following tables show the allocation of expected credit losses for the most important items of the Bank's financlal assets
in stages as of 1 January 2018 and as of 30 June 2018 as it follows:

(in thousands of KM) ,1 January 2018

3

Deposits with foreign banks
Debt securities at fair value through other comprehensive
rncome

(in thousands of KM)

1,635

4,290

30 June 2018

3

Deposits with foreign banks

Debt securities at fair value through other comprehensive
tncome

2,733

13,495
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed interim financial statements for the period ended 30 June 2O1B

13. FINANCIAL RISK MANAGEMENT (CONTINUED)

13.2. Markel ,isk

The Bank monitors and manages both currency and interest rate risks as the basic market risks Currency risk is a risk
arising ,rom decline of the value of the financial instrument denominated in a foreign currency due to changes in exchange
rates. The interest rate risk denotes a risk from decrease of the market value of the financial instruments due to unfavourable
movements of interest rates The market risk management is performed by setting quantitative limits for the currency risk
exposure as acceptable for the Bank and they are monitored on a daily basis. The objective of market risk management is to
manage and control risks within the acceptable parameters, whrle optimising the return

13.2.1. Foreign exchange risk

The Bank is exposed to foreign exchange risk through transactions in foreign currencies. This is the risk that the value of a
financial instrument will fluctuate because of changes in foreign exchange rates. Foreign exchange risk exposure arises
from deposits and investment related activities.

The control and management of the foreign exchange risk is based on the strict adherence to the provisions of the Law on
the Central Bank of Bosnia and Hezegovina and the lnvestment Guidelines of the Bank

The above framework defines the limits for holding assets and liabilities in each foreign currency The biggest part of
monetary assets is held in EUR, and the maximum amount that can be held in other convertible currencies, subject to the
changes in the market rate, must not exceed 50% of the total amount of the capital and the reserves of the Bank.

1 3.2.2. lnterest 
'ate sk

The Bank's exposure to market risk for changes in interest rates is concentrated in its investment portfolio The Bank's
operations are subject to the risk of interest rate fluctuations to the extent that interest eaming assets and interest bearing
liabilities mature or interest vades in different periods or in different amounts.

The Bank is exposed to interest rate risk through investment of foreign exchange reserves. The Bank manages its investment
portfolio with the aim to minimize interest rate risk The investments bear different interest rates, depending on the time
period of the investment, with the maximum term of investment being one year for deposits and ten years for securities

13.3. Liquidity tisk

Liquidity risk refers to the possible difficulties in liquidating a portion of assets quickly, possibly in a situation when market
conditions are unfavorable and also with adverse price movement

Liquid assets are defined as those assets whose conversion into cash causes minimal transaction costs and whose value is
the closest to market value.

Considering the need of guaranteeing the KM convertibility, the daily liquidity should be provded by the maturity adjustment
of the Bank's foreign exchange reserves

The liquidity framework should match the forecasted potential liquidity needs with appropriate liquid instruments. The liquidity
of each financial instrument eligible for investment must be duly considered before the investment in the instrument is made
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11, FA'R VALUE 
'IEASURE 

ENT

The following tables show tho cafiying amounl and the fair value amount of financial es6et6 and finsncial liabilities including fair value hierarchy:

{ln lhou..n& ot Xlr)

As of 30 June 2018 amount Fair value

Financial assets measured at fair value

Debt securities

securities

Financial assets not measured at fair value

Foreign currency in cash

Deposits with foreign banks

Special Drawing Rights with the IMF

Other financial

FINANCIAL ASSETS

Financia! Iiabilities not measured at fair value

Currency in circulation

Deposits from banks

Deposits from the Government and other depositors

Other financial liabilities

Financial assets
at fair value

through other
comprehensive

tncome

8,179,345

27,813

Financial
assets at

amortised cost

245,978

2,471,O50

2,003

3,011

Other
financial
liabilities

- 4,515,374

- 5,024,347

- 926,714

2

245,

2,471

4,515,37

5,024,347

926,71

2

Level 2

- 8,179,345

- 245,978

- 2,465,533

- 2,003

011

245,978

2,465,533

2,003

011

4,515,374

5,015,808

925,139

4,515,374

5,015,808

925,1 39

2

FINANCIAL LIABILITIES

As stated in Noto 2.1-, the Baok inevocably eleclod to preaent subsequent changes in fair value in olher comprehensive income br equity securilies as they are not quoted in en
active ma*et. Therefore, they are clessified into Level 3 of fair value hierarchy. The Bank c€lculstes fair value of oquity securities on annual basis.

Fair value of moneEry gold emounlB to KM 201,252 lhousand as of 30 June 2018 and belongs to Level I for which the quoted pdce in active market is used as vatuation
tecrtnique and key input
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14. FAIR VALUE MEASUREMENT (CONTTNUED)

(in thousands of KM)

Asof31 December2017

Financial assets measured at fair value

Debt securities

Other investments

Financia! assets not measured at fair value

Foreign currency in cash

Deposits with foreign banks

Special Drawing Rights with the IMF

Held-to-maturity investments

financial assets

FINANCIAL ASSETS

Financial liabilities not measured at fair value

Currency in circulation

Deposits from banks

Deposits from the Government and other depositors

Other financial liabilities

Loansand Available-for-
receivables sale

CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed inteim financial sfafements for the period ended 30 June 2018

amount Fair value

Held-to-
Other

financial
Level I Level 2 Level 3 Total

6,202,071 6,202,071 6,202,071

27,813 27.813 27.813

236,402

6,202,071

27,813

236,402

2,698,6s0

1,531

2.746

- 1,214,062

4,319,360

5,033,065

624,708

236,402

2,690,797

1,531

1,264,030

2,746

4,319,360

5,021,274

623,244

1

236,402

2,690,797

1,531

1,264,030

746

4,319,360

5,021,274

623,244

't,531

1,214,062

2,746

4,319

5,

624,

10,510 '10,51

FINANCIAL LIABILITIES 9,97

Fair value of mon6'tary gold amounted to KM 2G3,9O8 thousand as of 31 Oecember 201 7 and belongs to Level 1 for which the quoted price in active markel is used as valuation
technique and key input
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Notes to the condensed interim financial statements for the period ended 30 June 2018

15, OFF.BALANCE SHEET ITEMS

The Bank maintains certain accounts in foreign currencies related to agreements concluded between the governments of
Bosnia and Hezegovina and foreign governments and financial organizations. As these accounts do not represent either
assets or liabilities of the Bank, they have not been included within the Bank's statement of financial position.

Off-balance sheet items also include foreign exchange accounts of the siate institutions and agencies, as well as those of
commercial banks, for whlch the Bank acts as an agent.

Off-balance sheet items consist of:

(in thousands of KM)

Third party securities and funds held with foreign banks

Deposits of USAID
Deposits of non-residents

Deposits of the Council of Ministers of Bosnia and Hezegovina
Deposits of the Council of Ministers of Bosnia and Herzegovina
on lhe Das,s of successlon
Deposits of the Council of Ministers of Bosnia and Hetzegovina regarding the
seruicing of foreign debt
Deposits of the Council of Ministers of Bosnia and Herzegovina regarding
the Budget of Bosnia and Herzegovina institutions
Other deposits of the Council of Ministers of Bosnia and Herzegovina
Deposits of other residents
Deposits - Retiement allowances from Germany
Deposit accounts of banks
Deposits of residents

lnvestments related to securities - Deposit lnsurance Agency of
Bosnia and Hezegovina
lnvestments of residents related to securities

Liability for third party securities and funds

30 June
2014

3l December
2017

119,415

2,970
2,970

27,730

43
7,503

1,324

18,860
42,976

230
42,746
70,706

45,739
45,739

1't 9,415

43,566

2,425

28,785

41

12,977

758
15,009
9,922

247
9,675

34,707

2,OU
2,O34

43,566

BOSNIA AND HERZEGOVINA MEMBERSHIP IN THE IMF

As depositary for membership ot Bosnia and Hezegovina in the lMF, the Bank maintains the IMF No 1 and 2 accounts and
provides a custodian service for the Bosnia and Hezegovina Promissory Notes issued to support the IMF membership and
repurchase obligations The Bank holds SDRs as part of its foreign exchange reserve management function. As fiscal agent,
the Bank acts on behalf of Bosnia and Herzegovina in the relations with the IMF but does not have any responsibility for
assets and liabil ies related to the membership

The following consolidated position provides a summary of the Bosnia and Hezegovina position with the IMF:
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the condensed interim financial statements for the period ended 30 June 2018

15. oFF-BALANCE SHEET TTEMS (CONTTNUED)

Consolidated position of Bosnia and Herzegovina membership in the IMF as of 30 June 2018

(in thousands of KM)

Assets
Quota 625,810
SDR holdings 2,000
Accrued interest on SDR holdinqs 3
Total assets 627,813

SDR holdings, accrued interest on SDR holdings, IMF No. 1 account and IMF No. 2 account reflect the accounts included in
the statement of the financial position of the Bank.

For the consolidated position of Bosnia and Herzegovina with the lMF, the gross position of Bosnia and Herzegovina is
increased by the IMF No. 1 and 2 accounts.

Bosnia and Herzegovina liabilities to the IMF arising principally
from repurchase and currency valuation

The total consolidated position - assets and liabilities 1,618,954 1.518.954
IMF No. 1 account 1.565) (1.565)

IMF No. 2 account (53) (53)

The total gross position of Bosnia and Herzegovina with the IMF - assets and
liabilities 1,617,336 1,617,336
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
,Vofes to the condensed interim financial sfafements for the peiod ended 30 June 2018

15. OFF-BALANCE SHEET TTEMS (CONTTNUED)

Consolidated position of Basnia and Herzegovina membership in the IMF as of 31 December 2017

(in thousands of KM)

Assets
Quota 615 924
SDR holdinqs 1,529
Accrued interest on SDR holdinqs 2
Total assets 617,455

16. RELATED PARTY IRA'VSACT'O'VS

ln the normal course of its operations, the Bank enters into transactions with related parties. Having in mind that the
Bank has been established by a Legal Act passed by Parliamentary Assembly of Bosnia and Herzegovina and that
the initial capital has been paid up by the Council of Ministers of Bosnia and Herzegovina, transactions performed as
part of regular operations of the Bank with the state and state institutions represent related party transactions.

Transactions with the state and state institutions are disclosed in the following table:

(in thousands of KM)

30 June 2018

State
State institutions

lndirect taxation authority of Bosnia and Hezegovina
Deposit lnsurance Agency of Bosnia and
Hezegovina

TOTAL

Exposure Liabilities lncome ExDenses

6214,506

I 33,1 85

68,944

Accrued interest on SDR allocation

Bosnia and Hezegovina to the IMF arising principally

The total consolidated position - assets and liabilities 1,583,332 1,583,332
IMF No. 1 account (1,540) 1,s40)
IMF No. 2 account (53) (53)

The total gross position of Bosnia and Herzegovina with the IMF - assets and
liabilities 1.581.739 1,581,739

846,635
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CENTRAL BANK OF BOSNIA AND HERZEGOVINA
Nofes fo the interim condensed financial statements for the peiod ended 30 June 2018

16. RELATED PARTY TRANSACTTONS (CONTTNUED)

(in thousands of KM)

31 December 2017

State
State institutions

lndirect taxation authority of
Bosnia and Herzegovina
Deposit lnsurance Agency of
Bosnia and Herzegovina

TOTAL

Exposure Liabilities lncome Expenses

548,862

17. APPROVAL OF THE CONDEA/SED FINANCIAL STATEMENTS

These condensed financial statements have been approved by the Governing Board ofthe Bank on 26 July 2018.

Head of Accounting and Finance Department

492,837

10,146

45,879

M.Sc. Edis Kova6evi6 /{iltfu
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