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MISSION OF THE UNION BANK

Mission of the Union Bank is to build a development- oriented commercial bank with a broad spectrum of high-quality
banking servicesthat correspond to the actual needs and capabilities of our clients. Based on principles of our corporate
values, the Bank's activities should contribute to the economic development and stability of Bosnia and Herzegovina's
financial sector. By assuming responsibility and role on the market as the only commercial bank with majority state-
owned capital, we are committed to achieving sustainable growth and providing long-term care for the community in
which we operate. We attribute an important role in achieving the mission to our employees, because we believe that
quality and strategic advantage of any institution depends on its professionalism, competence and investments in staff
trainingand development.
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We assume responsibility and role on the market as the only commercial bank
with majority state-owned capital.
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MANAGEMENT STATEMENT

Dear clients, partners and esteemed shareholders,

The management of Union Bank d.d. Sarajevo is pleased to present this
Annual Report with an overview of its financial and business operations,
audited financial statements and the independent auditors' reports.

The Bank terminated 2018 with total assets amounting to MBAM 775.5
making it the biggest BiH bank with majority domestically owned capital,
with the capital adequacy by twice above the average in the market. We

have confirmed the continuity of successful and profitable operations,
and we record growth in all important business segments - assets show
19 % increase, credit portfolio shows 16% increase, whereas deposits
show 19 % increase.

If we take into consideration everything happening in the banking market
(aggressive approach by the competition, entry of big banks in the small
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and medium banks area of operations, increase of expenditures and
continuation of the interest rates decrease tendency) results achieved
are even biggerand more important.

In 2018 we successfully implemented a set of projects, and in
continuation only the mostsignificant ones are presented:

Relocation to the new head office was finalized, which resulted in
improvement of working conditions and had influence on
improvement ofthe Bank's public reputation,

For the purpose of promotion of the best practice in the banking
sector, this year too the financial-business magazine ,,Banks in BiH“
awarded the Bank the prestigious Gold BAM for the biggest increase
of depositsin2017,

In cooperation with the FBiH Government, a project of support to the
young population was implemented, through granting of residential
loans with extremely favorable interest rate. We are pleased to say
that in very short time we disbursed over MBAM 30 in residential
loansin FBiH market,

« We have implemented necessary changes required by the new FBiH
Law on Banks, and we also fully implemented the International
Accounting Standard 9 which introduced significant changes in the
mode of analyzing and acting in relation to all risks banks face in their
operations,

« The process of recapitalization has been finalized, equaling MBAM
10, whereby the total capital of the Bank has been increased to
+MBAM 63, which gives us a good basis to continue our growth,

e Several new products have beenintroduced in the retail segment, and
preparation for introduction of new services that will be offered to our
clients nextyearhas beenimplemented.

We believe that Union Bank is an excellent example of using domestic
potential, and that in the years to come we shall achieve our strategic
goals and become one of the most important financial institutions in
FBiH.

Vedran HadZiahmetovi¢  Edin Mujagié Leon Begi¢
Management Chairman ~ Member of Risk Member of Operations
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BANK MANAGEMENT BODIES

Supervisory Board Audit Committee

Tihomir éurak, Chairman Muniba Eminovi¢, Chairman

Damir Mori¢, Member Munib Ov¢ina, Member
Haris Jahi¢, Member Kenan Kapetanovi¢, Member
Maja Letica, Member Nermin Sahinovié, Member
Alija Aljovi¢, Member until October 19, 2018 Adnan Rovéanin, Member
Advija AlihodZi¢, Member from October 19, 2018

Management

Vedran Hadziahmetovi¢, Chairman

Admil Nuki¢, Member of Risk until April 15,2018

Edis RaZanica, acting Member of Management from
April 15,2018 toJuly 1, 2018

Edin Mujagi¢, Member of Risk from July 2, 2018

Leon Begi¢, Member of Operations

Internal Auditor Bus

Suad Idrizovié until July 22, 5 branch offices

2018 9 sub-branches

Azemina Smailbegovi¢ from
September 3, 2018

Employees

Shareholders

Shareholders with 5%
or more voting shares:
Federal Ministry of
Finance - 93.38%




CORPORATEVALUES

Key corporate values of the Union Bank are the organizational culture, method of operations and
work at the Bank. We define key values as principles that positively affect staff behaviour and
contribute to the Bank's recognisability as a reliable and responsible partner to clients and the
community in general. By constantly emphasizing the key values, we try to unite interests of the
Bank and its employees and thereby encourage staff's engagement, motivation, common spirit
and performance quality.

CORPORATE VALUES
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1) Client Orientation

We put our clients to the center of all out activities. Special attention is
paid to the analysis of client requirements, product development and
standardization of service quality for all client groups, in order to
efficiently contribute to the achievement of their goals. With synergy of our
staff's professional knowledge and high-quality services, we offer higher
value to our clients whom we serve in a professional, open and friendly way,
regardless of their background, sex, age, business volume or any other
affiliation. Service quality standards will be continuously measured and
analyzed forthe purpose of constantimprovement.

2) Professional and Ethical Operations

By respecting local and international regulatory standards, the Bank shall
apply the highest professional and ethical standards of organization,
management and control that will support safety and business continuity,
but also the confidence of regulators, owners, potential creditors and
clients. Our every employee takes responsibility and has a high degree of
personal commitment and expertise to be able to respond to all demands
placed on us by clients and the market in general. With the support of new
information technologies, the Bank will follow market trends and offer
products that meet clients' actual needs and capabilities. With consistent
application of a system of best practices and procedures, we make sure
thatloan applications are considered professionally and efficiently. When
making decisions, we make sure that our clients fully understand terms of
agreements with the Bank so that procedures are comprehensible to both
parties. Loans are not approved to individuals or companies suspected of
using illegal forms of doing business. Also, the Bank will not develop
products that allow potentially fast gain based on changes in market
conditions (speculative business).

3) Transparency

As an expression of our public and open activities, transparency is the
fundamental postulate of our communication with clients, business
partners, employees, shareholders and publicin general. The established
transparent system has clear procedures for internal decision making and
for making decisions of public interest. With open communication
channels between the Bank and interested parties, we enable access to
relevant information, thus showing responsibility towards the community

at large. We will do our best to answer any individual question and will
provide adequate response to demands placed on us. Our offer is
transparent and fair, with clear characteristics and prices of products and
our products are simple, understandable and affordable to all target
groups.

4) Social Responsibility

The Bank will take care of wider effects of financing market segments and
products, emphasizing the issue of social responsibility. We are actively
involved in financial education of our clients and public in general. In
product development, attention will be paid to the effects of introducing
new and changing the existing products, especially in terms of influence
on risk exposure. We manage risks professionally and with precaution and
treatthem asinseparable part of business management and, as such, this
affects business decision making on all levels. Against this background,
we offer our clients understandable and well-founded advice and assist
them in picking loans that will help them while avoiding over-
indebtedness.

5) Teamwork and Open Communication

We believe that the Bank's development and creation of new values can
only be achieved with teamwork. With joint action, through open
communication culture with one another, we handle daily business
challenges and find the best solutions in a professional and constructive
way. We fully appreciate the individuality of each employee and treat all of
them equally and with respect regardless of their background, color,
language, sex, religious, national or any other attribute or affiliation.

These five values constitute the core of our corporate culture and are
actively applied in our daily business. The aforementioned values are
reflected in the Bank's Code of Conduct through practical guidelines for
allemployees.
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INDEPENDENT AUDITOR'S REPORT

IndependentAuditor's Report on shortversions of reports
To Shareholders of Union Banka d.d. Sarajevo

Opinion

Short versions of reports that consist of the Balance Sheet as of
December 31,2018 and Income Statement for the year ending on the
same date, have been drafted based on the audited financial
statements of Union banka d.d. Sarajevo for the year ending on
December31,2018.

In our opinion, the attached shortversions of financial statements are
consistent, in all significant segments, with audited financial
statements, pursuant to the Decision on External Auditand Content of
Audit Implemented in a Bank, based on the requirement defined in
Article 124 of the Law on Banks of FBiH.

Shortversion of reports

The short versions of reports do not include the cash flow report, the
report on changes related to the capital, nor publications required by
the International Financial Reporting Standards. Thereby, reading the
shortversions of reportsis notan appropriate replacement forreading
of audited financial statements and the Independent Auditor's
Report.

Inourreport dated February 28,2019 we gave a positive audit opinion
on audited financial statements. The audited financial statements
and their short versions do not reflect the impact of events that took
place following drafting of our report on audited financial statements.
Thisreportalsoincludes:

« Communication on key audit issues that refer to Adequacy of loan
loss provisions.

Management's responsibility for short versions of reports

Pursuant to Article 124 of the Law on Banks of FBiH, the Management
is responsible for preparation of short versions of audited financial
statements whose content is defined by Article 17 of the Decision on
External Auditand Content of Auditina Bank.

Auditor's responsibility

Our responsibility it to provide an opinion on whether the short
versions of reports are consistent, in all significant segments, with
audited financial statements, based on our procedures which have
been implemented pursuant to International Audit Standards 810
(audited) “Engagement for the Purpose of Reporting on Short
Financial Statements”.

Otherfacts

We point out the fact that these short versions of reports contain only
information required by Article 17 of the Decision on External Audit
and Content of Audit in a Bank for the purpose of publishing in
newspapers, whereby it can be considered they have been prepared
based on some other grounds for preparation of financial statements.

Financial statements of the Bank for the year ending on December 31,
2017 were subject to audit by a different auditor who gave the
following opinion on February 2018: without reservations.
ZvonimirMadunic, Director Ivana Lazarevi¢ Soldat, Authorized
Auditor

Sarajevo, May 6,2019
Ernst&Youngd.o.o0. Sarajevo
FraAndelaZvizdovi¢a 1
71000 Sarajevo

Bosniaand Herzegovina



Income Statement and comprehensive profit account for the year that ended on December 31, 2018




Financial position account for the year that ended on December 31, 2018




Cash flow statement for the year that ended on December 31, 2018
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capital
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earnings




INTEREST INCOME

INTEREST EXPENDITURES

FEES AND COMMISSIONS INCOME

FEES AND COMMISSIONS EXPENDITURES




NET INCOME/ (EXPENDITURE) ARISING FROM DEPRECIATION OF FINANCIAL ASSETS

OTHER OPERATING REVENUES

PERSONNEL EXPENSES

Average headcount in the Bank during the year that ended on December 31, 2018, i.e. December 31, 2017 was 193, i.e. 194.




OTHER EXPENDITURES

CORPORATE TAX




EARNINGS PER SHARE

CASH AND ACCOUNTS WITH BANKS
December 31,2018 December 31, 2017

RESERVE REQUIREMENT WITH THE CENTRAL BANK OF BOSNIA AND HERZEGOVINA
December 31,2018 December 31, 2017

FINANCIAL ASSETS RECOGNIZED BY FAIR VALUE IN THE PROFIT AND LOSS
December 31,2018 December 31, 2017




FINANCIAL ASSETS AVAILABLE FOR SALE / FINANCIAL ASSETS BY FAIR VALUE IN OTHER RESULTS
December 31,2018 December 31,2017

FINANCIAL ASSETS BY FAIR VALUE IN OTHER RESULTS

December 31,2018 December 31,2017




FINANCIAL ASSETS AVAILABLE FOR SALE / FINANCIAL ASSETS BY FAIR VALUE IN OTHER RESULTS
(continued)

2018 2017

LOANS EXTEBDED AND RECEIVABLES
December 31,2018 December 31,2017




LOANS EXTENDED AND RECEIVABLES (continued)

LIABILITIES TO OTHER BANKS AND FINANCIAL INSTITUTIONS
December 31,2018 December 31, 2017




LIABILITIES TO CLIENTS

December 31,2018 December 31,2017




HEAD OFFICE AND BUSINESS UNITS

HEAD OFFICE

Union banka dd Sarajevo
Hamdije KreSevljakovica 19, 71 000 Sarajevo, BiH

Tel.: +387 33 561 000
Fax.: +387 33 219 201
E-mail: infoQ@unionbank.ba
Web: www.unionbank.ba

Network of business units:

© UNION BANKA DD SARAJEVO, HEAD OFFICE - Sarajevo, Hamdije KreSevljakovi¢a 19, 033 561 000;
o BRANCH OFFICE SARAJEVO Hamdije KreSevljakovi¢a 19, 033 561 316;

- Sub-branch Stari Grad Ferhadija 15, tel. 033 251 050;

- Sub-branch AlipasSino Polje Trg solidarnosti 13, tel. 033 760 335;
- Sub-branch llidza Rustempasina bb, tel. 033 763 961;

- Sub-branch Grbavica, Topal Osman-pase 26, tel. 033 256 354;

+ Sub-branch Gorazde Trg branilaca 2, tel. 038 220 942;

® BRANCH OFFICE TUZLA Muhameda Uskufije Hevaije 7, tel. 035 252 428;
© BRANCH OFFICE ZENICA Islambegovica put 5, tel. 032 402 015;

* Sub-branch Zavidovici Alije Izetbegovica blok A, tel. 032 878 407;
> Sub-branch Travnik Bosanska 137, tel. 030 510 010;
* Sub-branch Bugojno Sultan Ahmedova 81, tel. 030 253 048;

© BRANCH OFFICE Miroslava KrleZe 2, tel. 037 223 711;
© BRANCH OFFICE MOSTAR Brace Feji¢a 25, tel. 036 551 341;

° Sub-branch Konjic Trg drzavnosti bb, tel. 036 734 022;
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UNION BANKA d.d.

Hamdije KreSevljakoviéa 19, 71000 Sarajevo
Bosna i Hercegovina

Tel.: + 387 33561 000 | Fax:+387 33219201
info@unionbank.ba | www.unionbank.ba



