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Introduction  

 

The Management Board of Privredna banka Zagreb d.d. has the pleasure of presenting its Annual report to the shareholders 
of the Bank. This comprises a summary of financial information, Management Board reports for the Bank and the Group, 
the audited financial statements and the accompanying audit report, supplementary forms required by local regulation and 
unaudited supplementary statements in EUR and other information. Audited financial statements are presented for the 
Group and the Bank. 

 

Croatian and English version 

This document comprises the Annual Report which also includes separate and consolidated financial statements of 
Privredna banka Zagreb d.d. for the year ended 31 December 2019 in the English language. This report is also published 
in the Croatian language for presentation to shareholders at the Annual General Meeting.   

 

Legal status 

The separate and consolidated financial statements are prepared in accordance with International Financial Reporting 
Standards as adopted by European Union (hereinafter: EU) and audited in accordance with International Standards on 
Auditing. 

The Annual Report is prepared in accordance with the provisions of the Companies Act and the Accounting Law, which 
require the Management Board to report to shareholders of the company at the Annual General Meeting. 

 

Abbreviations 

In this Annual Report, Privredna banka Zagreb d.d. is referred to as “the Bank” or “PBZ” or as “Privredna banka Zagreb”, 
and Privredna banka Zagreb d.d., together with its subsidiaries and associates undertakings are referred to collectively as 
“the Group” or “the Privredna banka Zagreb Group”. 

The central bank, the Croatian National Bank, is referred to as “the CNB”. The European Bank for Reconstruction and 
Development is referred to as “EBRD” . 

In this report, the abbreviations “HRK thousand”, “HRK million”, “USD thousand”, “USD million”, “CHF thousand”, 
“CHF million”, “EUR thousand”, “EUR million” and "BAM thousand" or "BAM million" represent thousands and mil-
lions of Croatian kunas, US dollars, Swiss francs, Euros and Bosnian convertible marks respectively. 

 

Exchange rates 

The following mid exchange rates set by the CNB ruling on 31 December 2019 have been used to translate balances in 
foreign currency on that date: 

 

CHF 1 = 6.839 HRK   

USD 1 = 6.650 HRK   

EUR 1 = 7.443 HRK   

BAM 1 = 3.805 HRK 
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Introduction (continued) 

Who we are and what we do 
 

We are a leading Croatian financial services group engaged in retail and corporate banking, credit card operations, invest-
ment banking, private banking, leasing, investment management services and real estate activities. We operate in the entire 
area of Croatia, Slovenia and in Bosnia and Herzegovina and employ over four thousand people. 

Our mission is to permanently and effectively utilize all of the resources at our disposal to continuously improve all aspects 
of our business activities, including human resources, technology and business processes. 

Our vision is to be a model company and centre of excellence in creating new value, as well as provision of high-quality 
service in all of our activities for the benefit of our clients, the community, our stakeholders and our employees. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

*Comprises customers deposits, assets under management and assets under custody 

2,036 thousand  
TOTAL CUSTOMERS 

 

1,896 thousand 
CURRENT ACCOUNTS 

490,333 
INTERNET BANKING  

USERS 

 

278 
TOTAL BRANCHES 

1,140 
ATM MACHINES 

 

195 
DAY AND NIGHT VAULTS 

HRK 80.4 billion 
TOTAL GROSS LOANS 

 

HRK 16.7 billion 
TOTAL HOUSING LOANS  

2,850 thousand 
TOTAL CARDS ISSUED 

 

42,869 
EFT POS  

HRK 91.8 billion 
TOTAL CUSTOMERS’ 

FUNDS* 

 

HRK 18.5 billion 
ASSETS UNDER  

CUSTODY 
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Introduction (continued) 

Five year summary and financial highlights 
               (in HRK million)  

Group 2019 2018 2017 2016**  2015** 

Income statement and statement of 
financial position 

     

Total gross revenue 5,720 5,727 5,797 6,294 6,047 

Net interest income 2,813 2,813 2,979 2,950 2,895 

Net operating income 4,920 4,859 4,919 5,224 4,625 

Net profit for the year 1,738 1,720 1,295 1,739 461 

Total assets 117,917 112,086 104,054 99,708 95,791 

Loans and advances to customers 70,565 66,897 65,169 65,177 62,305 

Due to customers 89,876 85,938 78,827 74,284 71,745 

Shareholders’ equity attributable to 
equity holders of the Bank 

16,319 16,036 15,725 15,626 14,292 

Other data (as per management ac-
counts)      

Return on average equity  9.80% 10.21% 8.10%**  10.83% 2.90% 

Return on average assets 1.33% 1.47% 1.20%**  1.68% 0.44% 

Assets per employee 22.6 21.2 20.4**  20.1 20.4 

Cost income ratio 42.20% 44.20% 42.70%**  38.66% 43.79% 

      

**Presented information does not include Veneto banka dd (subsidiary acquired and merged in 2018) 

               (in HRK million)  

Bank 2019 2018 2017 2016 2015 

      

Income statement and statement of 
financial position      

Total gross revenue 4,501 3,885 4,315 4,532 4,087 

Net interest income 2,189 2,207 2,374 2,335 2,193 

Net operating income 3,998 3,321 3,815 3,839 3,161 

Net profit for the year 1,880 1,380 1,443 1,605 193 

Total assets 87,440 82,961 75,497 72,050 69,214 

Loans and advances to customers 47,188 45,611 44,562 45,667 44,186 

Due to customers 65,890 63,042 57,173 54,108 52,815 

Shareholders’ equity attributable to 
equity holders of the Bank 14,661 14,151 13,755 12,769 11,424 

Other data (as per management ac-
counts) 

     

Return on average equity  13.40% 10.10% 11.10% 13.44% 1.67% 

Return on average assets 2.11% 1.65% 1.80% 2.13% 0.26% 

Assets per employee 24.5 22.8 21.8 21.3 21.7 

Cost income ratio 32.90% 41.50% 35.30% 38.36% 43.73% 
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Report from the President of the Supervisory Board   

On behalf of the Supervisory Board of Privredna banka Zagreb dd., I am honored to present you the business results of the 
Bank and the Group for the year 2019. 

Gross domestic product in 2019 recorded a growth of around 3% finally exceeding the pre-crisis level of 2008. The growth 
was primarily based on personal consumption and investment activity, while net foreign demand generated a negative con-
tribution. Rise in household disposable income, supported by wage increase, employment growth and low inflation, stimu-
lated personal consumption, additionally driven also by the awoken households' credit appetite amid favourable financing 
conditions. Simultaneously, better withdrawal of the EU funds achieved a positive impact on investment activity, especially 
of the public sector through project such as the Pelješac Bridge, the railway and other infrastructures. Despite the visible 
slowdown of economic growth in the Eurozone amid the industrial recession in Germany, the export of goods recorded a 
solid growth in 2019, where the biggest contribution to growth came from the export of pharmaceutical products and other 
transport equipment. At the same time, tourism continued to rise and the financial performance, greatly surpassed the physical 
indicators of arrivals and overnight stays that grew at a slower pace than it used to be the case in recent years.   

Along with the continuation of positive economic trends, the past year was also characterised by the continuation of accom-
modative monetary policy of both Croatian National Bank and European Central Bank which, prompted by an evident slow-
down of economic dynamics, in September additionally relaxed the monetary policy by reducing the deposit interest rate and 
reactivating asset purchase programme. During the year we also observed a number of important developments such as exiting 
from the excessive macroeconomic imbalances procedure, upgrading of the investment rating by two rating agencies and 
sending the letter of intent to join the European Exchange Rate Mechanism (ERM2), as well as the related launching of a 
comprehensive assessment of five Croatian banks by the European Central Bank. At the same time, the economy faced the 
challenge of labour shortage, that along with the still unsatisfying pace of structural reforms implementation represents a 
limiting factor of potential growth. The financial sector, that has proven to be the most stable segment of economy, success-
fully overcomes the challenges of low interest rates environment. 

In this challenging environment, the PBZ Group managed to stabilize its business and to control risks arising from its trans-
actions far better than our peers. We coped more than adequate, thus fully protected our capital base, deposits and liquidity. 
This good result was achieved by application of our long-term strategy built around conservatism in identification and meas-
urement of all risks arising from our daily operations and full dedication to client-oriented approach in all stages of our 
activities. On top of all this, the PBZ Group maintains a comfortable structural liquidity position, given its stable customer 
deposit base, appropriate sources of long-term funding and its shareholders' equity. Mix of all those elements enabled us to 
be truly proud of the strength and resiliency that have been proven in such circumstances. We succeeded in both retaining the 
value of our Group and giving contribution to the society in which we operate.  

During 2019 we placed special attention to shaping ourselves into becoming prominent partner to the local economy. We are 
constantly focused on enhancement of our services and development of new and innovative products. Hence, we increased 
our placements in all business segments where we operate. I am specially satisfied that in spite of the previously mentioned 
challenging market conditions we managed to increase the placements in SME and Corporate segments as well. 

Thus total gross revenue for the PBZ Group amounted to HRK 5.7 billion. Consolidated net operating income equaled HRK 
4.9 billion, whereas net profit recorded HRK 1.738 billion. Our cost/income ratio, an efficiency key measure, equals 42.2 
percent, while the return on average equity reached 9.8 percent. These are all very satisfactory figures consistently represent-
ing strong performance throughout the years. 

In 2019 the PBZ Group further reinforced its position as one of Croatia’s foremost banks in terms of productivity, returns and 
value creation for its shareholders. We are the second largest group in the country with a strong customer base. Both revenues 
and profitability in the PBZ Group are well balanced in all market segment thus successfully mitigating any burdens that 
concentration risk might impose. 

Apart from this, I am proud to report that the PBZ Group is very committed to the role of being socially responsible company 
and an important member of business community in the country. Consequently, we have launched highly developed and 
unique program Kartica sa srcem (Card with a heart) used for continuous donations and also we support numerous humani-
tarian, educational, cultural and sports activities, especially for children and young persons. 
  



PRIVREDNA BANKA ZAGREB d.d. 

 

7 

Report from the President of the Supervisory Board (continued) 

Looking ahead, the present economic climate suggests that the respective environment in 2020 will nevertheless remain 
challenging. Therefore, a continued focus by management on overseeing asset quality, maintaining optimal product mix as 
well as an active monitoring of operating costs will be crucial. We have the ability to overcome the near-term challenges. 
Furthermore, we are well positioned to earn benefits from the present and future trends in growing integration of the Croatian 
market into the global financial markets. Given our business model, these trends present a significant growth opportunity for 
us. 

On behalf of the Supervisory Board, I would like to express my gratitude and appreciation to all the employees of the Group 
for their commitment and valued contribution. I would also like to thank the Management Board for its strong leadership and 
outstanding performance. 

Report on the performed supervision in the year 2019 
In 2019 the Supervisory Board of the Bank performed duties in conformity with the law, the Bank’s Articles of Association, 
and Rules of Procedure of the Supervisory Board of the Bank. In the course of 2019 the Supervisory Board held 20 meetings 
with either physical presence of members, videoconference or by letter. Meetings were held by letter in cases of utmost 
urgency or in the case when calling a meeting with physical presence of members was not possible for objective reasons. 
Four regular meetings that considered financial reports were held within the deadlines prescribed by law and the Articles of 
Association. In order to prepare the decisions that fall within its competence and supervise the implementation of the previ-
ously adopted decisions, the Supervisory Board of the Bank was provided with the assistance of Audit Committee, which 
regularly reported on their work at the meetings of the Supervisory Board. In 2019, the Audit Committee held 6 meetings 
where it discussed the processes within its competence. In accordance with its legal responsibility, the Supervisory Board of 
the Bank has examined the Annual Financial Statements and Consolidated Annual Financial Statements of the Bank for 2019, 
Report on the Operation of the Bank and its Subsidiaries and Draft Decision on the Allocation of the Bank’s Profit Earned in 
2019, that were all submitted by the Management Board of the Bank. The Supervisory Board made no remarks on the sub-
mitted reports. In that respect, the Supervisory Board established that the Annual Financial Statements and Consolidated 
Annual Financial Statements were prepared in accordance with the balances recorded in the business books and that they 
impartially disclosed the assets and financial status of the Bank and the PBZ Group, which was also confirmed by the external 
auditor BDO d.o.o., Zagreb, the company that had audited the financial statements for 2019. Since the Supervisory Board has 
given its consent regarding the Annual Financial Statements and Consolidated Annual Financial Statements of the Bank for 
2019, the respective financial statements are considered to have been confirmed by the Management Board and by the Super-
visory Board of Privredna banka Zagreb pursuant to the provisions of Art. 300.d of the Companies Act. The Supervisory 
Board of the Bank accepted the report of the Management Board on the operation of Privredna banka Zagreb and its subsid-
iaries and it agreed that HRK 1,446,101,045.52 of the Bank's net profit totaling HRK 1,879,591,356.54, earned in the year 
that ended on 31 December 2019, should be distributed by pay-out of dividends (or HRK 76.07 per share) whereas the re-
maining amount should be allocated to retained earnings. 

 

Yours faithfully 

 

 

Ignacio Jaquotot 

President of the Supervisory Board 

 

 

 

18 February 2020 
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Management Board report of the Status of the Bank 

Distinguished shareholders, 

I am honoured to present you the Annual Report and Financial Statements of Privredna banka Zagreb dd and PBZ Group for 
the year ended on 31 December 2019. 

Over the course of year, the Croatian economy finally surpassed precrisis 2008 level supported by strong domestic demand, 
primarily boosted by personal consumption and EU financed investments, as well as, in spite of worsening economic perfor-
mance in major trading partners, solid exports performance. In order to act preventively in the environment of rising risks 
and uncertainties, major central banks reached for policy relaxation prolonging the era of low and negative interest rates in 
the medium term.  

This fact allows us to nurture cautious optimism in the forthcoming period and to tailor our business strategy accordingly. As 
we have consistently been proving our operations to be resilient and sound, we remained strong and agile and readily wel-
comed continuation of these positive tendencies. Therefore, Privredna banka Zagreb dd and its subsidiaries, supported by our 
strategic partner Intesa Sanpaolo, managed to outperform our peers in majority of the most relevant business aspects. We 
continued executing our predetermined business strategy built around customer relations and well-diversified source of in-
come, thus keeping a steady course and reflecting the ability to strengthen our earnings power. All our business segments 
managed to cope extremely well with the surrounding conditions. Supplementary to this, we have been investing significant 
effort into shaping ourselves into well-capacited, experienced and agile entity able to conduct exceptional management of 
non-performing loans. Our proactive credit risk management and execution of well-defined collection strategies are showing 
continuous downward trends in non-performing loans stock and share. Main driver for the decrease of non-performing loans 
stock is focus on enhanced prevention activities. 

Outlook 

 
Global growth experienced a strong slowdown in 2019 and is estimated at 3 per cent which is the lowest level in the last 
decade, as a consequence of several factors such as elevated uncertainty surrounding trade amid rising trade barriers and 
geopolitics, as well as structural factors, such as low productivity growth and aging demographics in advanced economies. In 
response, central banks in both the United States of America and in the Euro area diverted from already commenced tightening 
or stabilization in monetary policy, thus prolonging the era of low (negative) interest rates and accommodative monetary 
policy. 
 
Although the economic developments in the major Croatian foreign trade partners during 2019 worsened as Germany is on 
the brink of recession, the growth dynamics remained close to 3 per cent supported by strong personal consumption and 
investments, while exports performance remained stable. Thus 2019, in general, can be acknowledged as a year of positive 
developments, as the country alongside stable economic growth, regained its investment grade and submitted a request for 
the establishment of a close cooperation between the Croatian National Bank and the European Central Bank as well as Letter 
of intent to enter European Exchange Rate Mechanism, which is expected to occur in mid-2020. 
  

Although some risk factors faded in late 2019, some new appeared, as for example geopolitical tensions in the Middle 
East, keeping the external environment under pressure given that the global economy will remain weak in 2020. Thus, we 
see also domestic economy slowing down on the account of less favourable foreign demand while domestic demand 
remains a backbone of growth. Personal consumption will be spurred by rising wages, increase in employment and tax 
cuts, as well as favourable financing conditions, although in the environment of more stricter lending standards. Invest-
ment activity is expected to remain vivid but mostly concentrated in public infrastructure projects, tourism and real estate 
sector. At the same time unfavourable demographics reflecting persistent emigration and aging population. 



PRIVREDNA BANKA ZAGREB d.d. 

 

9 

Management Board report of the Status of the Bank (continued) 

Consolidated financial results 

The consolidated net profits for 2019 amounted to HRK 1.738 million, proving our continuation in achieving remarkable 
results representing a continuation in achieving exceptional results as in the last year. This encouraging result came from 
carefully planned and precisely executed business strategy that encompasses execution of conservative and systematic ap-
proach towards all risks arising from the business transactions, especially credit risk as well as already proven dedication to 
client orientation and diversification of income sources. 

Backed by the present positive macroeconomic signals and in spite of direct and indirect omni-present adverse economic 
shocks, like predicaments with Agrokor Group and Uljanik Group, that eventually do reflect to the banking industry, it seems 
that we managed to control risks arising from our operations in a far better way than our peers. This achievement is stemming 
from our commitment to manage non-performing part of our portfolio in flexible, prudent and swift manner allowing us to 
sell noticeable parts of non-performing portfolio, increase collection and improve restructuring process. Through the year, 
PBZ Group constantly monitored and adjusted its risk profile in light of environmental changes and our expectations for the 
future period, achieving notable results in reduction of key risk indicators such as non-performing loans share and risk 
weighted assets. This resulted in a decrease of non-performing loans ratio from 6.8 to 5.6 percent, compared to the previous 
year. Additionally, we managed to substantially control cost of risk while simultaneously increasing the coverage of non-
performing portfolio, thus making us well-fitted to meet all future challenges.  

Also, Group invested in further strengthening of risk management capacities and compliance with everchanging risk man-
agement regulations while participating in activities related to initiated procedure for establishment of a close cooperation 
between the European Central Bank and the Croatian National Bank in the exercise of supervisory tasks over credit institu-
tions. 

The Group's capital management policies and practices, among other tools, are based on an internal capital adequacy assess-
ment process (ICAAP). In this process, the Group regularly identifies its risks and determines the amount of free available 
capital in stress scenarios. I am pleased to report that the PBZ Group is one of the leading, well-capitalized banking groups 
in the country, with more than sufficient capital shield compared to internal capital requirement in a stress scenario. Our 
Capital Adequacy Ratio sits comfortably above 20 percent, which is significantly higher than required by the regulation. 
Moreover, in order to facilitate high Capital Adequacy Ratio in the future periods, and to expand it even further, during 2019 
we launched and successfully executed an initiative aiming to further manage the levels of our Risk Weighted Assets. By 
doing so we were able to tangibly reduce the levels both on the consolidated and the Bank’s level enabling us to be excep-
tionally prepared for all possible risks that might arise.   

Additionally, the Group's earnings per share amounted HRK 86.9. Based on the methodology used for management reporting, 
the Group's return on average equity in 2019 soared to 9.8% percent, while return on average assets stood at 1.3 percent. 
Assets per employee equalled HRK 22.6 million, whereas the cost to income ratio, according to the consolidated financial 
statements, was maintained at 42.2 percent. 

As a reflection of these events, the positive effect of our in-built-long-lasting client orientation, aided by the existence of the 
positive economic signals, had stable influence on net interest income and net fee and commission income. Equally important, 
despite still risky macroeconomic surroundings we have found ourselves in, our previously taken strategic decisions enabled 
us to additionally strengthen our capital base and secure stable liquidity sources thus reducing our costs of funding and al-
lowing us to adopt customer driven practices that resulted in an improvement of our products and services. 

Aligned with the above and in more details, our net interest income remained unchanged compared to 2018, being more 
strongly affected by a decrease in interest income than what it was compensated by a decrease in interest expense. These 
effects were caused by high liquidity on the market and by still shy and defensive nature of the economic community towards 
consumption and investments. Net fee and commission income slightly decreased by 1.6 percent, proving our successful 
transformation into becoming a more service-oriented enterprise. Compelling decrease in costs of provisions by 13.8 percent 
compared to the previous year are direct evidence of the quality of our non-performing loans management and strategy. 
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Management Board report of the Status of the Bank (continued) 

Consolidated financial results (continued) 

The balance sheet of the PBZ Group increased notably by 5.2 percent, amounting to HRK 117.9 billion. The most signif-
icant portion of our assets are loans and advances to customers which we managed to keep stable although faced with the 
negative shocks in the economical environment, notable sales of non-performing loans portfolio and still prevailing lack 
of demand for loans caused by the erratic economic situation that affected our clients, both corporate and retail. We 
continue practicing a well-diversified loan portfolio policy, having remotely higher volume of placements to retail cus-
tomers on one side than placements to public and corporate clients on the other. Given our firm commitment to apply a 
prudent approach in risk identification and measurement, non-performing loans fell below 6 percent threshold, addition-
ally indicating the quality of our non-performing loans management. From the liabilities perspective, customer deposits 
mainly fund our balance sheet, where the retail segment plays the most significant role. In 2019, once again we experi-
enced an upsurge in customer deposits by 4.6 percent reaching the level of HRK 89.9 billion, caused by both high liquidity 
observable on the market and our reputation of being one  of the most stable and client oriented financial group on the 
market. Capital adequacy ratio remained stable and it is by far exceeding the prescribed threshold. 

Unconsolidated financial results of the Bank 

The Bank's net result in 2019 was HRK 1.880 million, representing a compelling increase compared to the preceding year, 
but principally induced from the PBZ Group internal relation transaction aimed at the optimization of the capital management 
on the Group level. Notwithstanding the above, this favourable result is stemming from careful planning and enduring exe-
cution of our business strategy. Defying the fact that there were significant risks present in the economy (although in its 
upward phase), net interest income almost remained unchanged thus being decreased by immaterial 0,8 percent. In spite of 
the prevailing presence of the excessive liquidity pushing downwards reference market rates, it is noticeable that interest 
income remained preserved at the same level as in 2018, thus maintaining the level above HRK 2.3 billion. On the other hand, 
clients continued placing their unfaltering trust in the Bank as a reliable partner and allocating funds to both a-vista and term 
deposits. Although, in most cases, the Bank offers lower interest rates compared to the competition, our market share contin-
ues to grow at a steady pace, reaching, according to the latest data, as much as 20.3 percent, additionally corroborating the 
high quality of the business relationships between clients and the Bank. Therefore, we were able to compensate for the nega-
tive trend experienced in relation to interest income. However, as we are widely recognized as steady and low-risk partner to 
all our clients, this further affirmed us to continue practicing our dedication to fulfilment of overall client requirements. This 
strategy was accompanied by efficient and omnipresent cost management enterprise carried within all organizational units 
enabling us to successfully control the expense side of our business. Hence, we were able to maintain our cost to income ratio 
a 32.9 percent.  

The overall Bank’s balance sheet eminently increased by 5.4 percent, reaching a level of HRK 87.4 billion. Although the 
market shows sluggishness in demand for loans, loans and advances to customers increased by notable 3.5 percent, 
amounting to HRK 47.2 billion. Current accounts and deposits from customers increased by convincing 4.5 percent, 
reaching the level of HRK 65.9 billion. Considering the total structure of the balance sheet, the relative portion of customer 
deposits amounts to 75.4 percent. The total loan to deposit ratio of the Bank equals 71.6 percent emphasizing the stability 
and conservative nature of our ventures. 

Business segments 

In 2019 the Bank additionally consolidated its role as a leader in new technologies, continuously developing new and inno-
vative products and services. Moreover, considerable effort was put into its transformation in order to become an entity 
entirely equipped for digital services. The content and availability of digital services on mobile and online platforms were 
thoroughly redesigned and significantly upgraded. This endeavor was carefully aligned with the adoption of new distribution 
model in branch offices promoting the execution of cash and simpler transactions in digital channels, simultaneously intro-
ducing changes in the branch office network in order to carry out more complex tasks quicker and more easily and to improve 
personal relationships with clients. This significantly simplifies the everyday banking experience for the clients and enables 
a wider range of products and services.  

In the Bank more than 96 per cent of transactions are carried out electronically. The new digital banking platform is a multi-
channel online and mobile banking concept with numerous innovative functionalities and possibility to personalize the appli-
cation in accordance with the clients' needs and wishes. Moreover, we are the first commercial bank in Croatia to provide its 
clients with Apple Pay services last year and Google Pay services back in 2018. By doing so we shall ease the clients' daily 
banking experience and offer them a wider range of the products thus fully satisfying all their requirements. 

Despite still sluggish recovery of demand for loans on the market, I'm proud to report that we managed to increase our 
portfolio in Retail business segment both on the loans and deposits side where, among other initiatives, we ventured ourselves 
into becoming an important provider in the affluent sub-segment of the market as well.  
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Management Board report of the Status of the Bank (continued) 

Business segments (continued) 

Facing uneasy market conditions, SME business segment managed to preserve size of its portfolio, both loans and deposits. 
Corporate business segment was facing harsh market conditions arising from the fact that large clients are offered more 
financing possibilities than ever, outside banking industry and/or local markets. However, our dedication to successfully serve 
this portion of the market encouraged us to seek new opportunities. We are especially recognized in Croatian market for our 
excellence in providing technologically advanced and reliable transaction banking, as the leading equity and debt issue agent 
and book-runner, as market leader in arranging syndicated loans in Croatia and as top ranked custodian. 

Extraordinary business events 

In the beginning of 2018 American Express Company made a decision to leave the licencing business model on the EU 
market. The decision was made due to changes introduced by the European regulatory framework for payment operations 
which significantly impacts the sustainability of the licencing business model of issuing and accepting American Express 
cards. This had a profound influence on American Express Company to cancel such models of cooperation in EU countries 
and not to grant licence rights for issuing and accepting cards to third persons. In accordance with this decision, American 
Express cards, whose issuer is PBZ Card, could have been used until 31 December 2019. 

In view of the many years of successful business and the leading position of PBZ Card on the Croatian card market as well 
as the strategic direction of PBZ Group in providing premium card services and benefits, during 2018 we launched a new 
credit card business model and chose a new strategic partner to whose brand American Express cards will be migrated – Visa, 
one of the strongest card brands worldwide. 

Thus 2019 was marked by issuing of the new Premium Visa Cards and by the strategic project of migration of the entire 
American Express portfolio to the new Premium Visa portfolio. Premium Visa cards are the result of the strength and synergy 
of PBZ Group, as the leading financial group and leader on the Croatian card market, and our partner Visa, the leader in the 
introduction of innovative technology solutions and one of the strongest global brands. These cards combine the card benefits 
and services developed within PBZ Group, as well as the advantages and benefits of Visa such as the highest grade of ac-
ceptance in the country and the world, the highest security standards and modern payment solutions. 

After exceptionally successful migration of our card portfolio as the largest acquirer in Croatia we continue our cooperation 
with the American Express Company by accepting and developing sales network for American Express cards on the Croatian 
market and we are also the first banking group to accept UnionPay cards at our sales establishments. 

Further strengthened by our partnership with Visa, we remain intensely focused on our card business and strategically com-
mitted to providing first-rate card service and developing new benefits for our cardholders and partners.  

During 2019 a specific project was launched with the objective to establish a separate entity from the existing business unit 
of the Bank which will develop a new IT delivery strategy, based on shared services approach under a common framework. 
As a part of a new business strategy, the ISP Group will integrate the existing IT know-how and already established business 
best practices present in the Bank, as well as in other Group members and, through the new governance model, coordinate IT 
business solutions at ISP Group level. The afore mentioned company shall not be a part of the PBZ Group. 

Corporate social responsibility 

Our commitment to driving social change and constant dedication towards supporting our community in which we do busi-
ness are essential identifiers of the entire PBZ Group. We always strive to participate in positive changes in society, helping 
those who need help the most. Among our corporate social responsibility projects, I would like to highlight the unique one 
– the Visa Card With Heart, which supports our Doing Good Every Day initiative. For over a decade through we have con-
tinuously supported national, long-term projects for the well-being of children and young people, while also responding with 
support for our society's current needs. I am also particularly proud of our activities involving employee volunteering, where 
there is greater participation with each new programme. Last year, in addition to receiving prestigious The Banker's Bank of 
the Year Award for the best bank in Croatia, our Bank was also honoured with the Family-Friendly Employer Award by the 
Ministry of Demography, Family, Youth and Social Policy. 
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Management Board report of the Status of the Group 

Financial Highlights of the Group 

Throughout 2019, the PBZ Group continued its growth on all markets where present and in various fields of activity. In 
particular, this relates to financial involvement and leadership in new technologies, continuously developing the overall 
strategy, innovation and availability of its products to citizens, SMEs and large and institutional clients.  

The consolidated net profits for 2019 amounted to HRK 1,738 million, representing an increase of 1 percent compared to 
2018. This exceptional result came from carefully planned and perennially executed business strategy that encompasses 
execution of conservative and systematic approach towards all risks arising from the business transactions, dedication to 
client orientation and diversification of income sources.  

The slowdown in the growth of the European economy, the weakening of the euro against the US dollar and increased 
challenges at the level of interest rate movements are also affecting the banking sector, forcing it to make adjustments in 
risk management. In such an environment, the challenge is to manage the business risks more successful than our com-
petitors. This achievement is stemming from our commitment to manage non-performing part of our portfolio in flexible, 
prudent and swift manner allowing us to sell noticeable parts of non-performing portfolio, increase collection and improve 
restructuring process. This resulted in a further decrease of non-performing loans ratio from 6.8 to 5.6 percent, compared 
to the previous year. Additionally, we managed to substantially control cost of risk under sufficient coverage of the non-
performing portfolio, thus making us well-fitted to meet all future challenges. 

The Group's capital management policies and practices, among other tools, are based on an internal capital adequacy 
assessment process (ICAAP). In this process, the Group regularly identifies its risks and determines the amount of free 
available capital in stress scenarios. I am pleased to report that the PBZ Group is one of the leading, well-capitalized 
banking groups in the country, with more than sufficient capital shield compared to internal capital requirement in a stress 
scenario. Our Capital Adequacy Ratio sits comfortably above 20 percent, which is significantly higher than required by 
the regulation. 

Additionally, the Group's earnings per share amounted HRK 86.9. Based on the methodology used for management re-
porting, the Group's return on average equity in 2019 was 9.8 percent, while return on average assets was 1.33 percent. 
Assets per employee equalled 22.6 million with an increase of 6.6 percent compared to previous year, whereas the cost to 
income ratio, according to the consolidated financial statements was 42.2 percent. 

As a reflection of these events, the positive effect of our in-built-long-lasting client orientation, aided by the existence of 
the positive economic signals, had stable influence on net interest income and net fee and commission income. Equally 
important, despite still risky macroeconomic surroundings we have found ourselves in, our previously taken strategic 
decisions enabled us to additionally strengthen our capital base and secure stable liquidity sources and allowing us to 
adopt customer driven practices that resulted in an improvement of our products and services. 

In line with the foregoing, the decrease in net interest income, which remained at the level of the previous year in the 
amount of HRK 2.813 million, was stopped despite the decrease in interest income, offset by a decrease in interest ex-
pense. This is due to the high liquidity in the market, but also to the low interest rates. On the other hand, net fee and 
commission income increased by 1.8 percent, showing continuation of transformation in becoming a more service-ori-
ented enterprise. Compelling decrease in costs of provisions by 18.7 percent compared to the previous year are direct 
evidence of the quality of our non-performing loans management and strategy. 

The balance sheet of the PBZ Group increased notably by 5.2 percent, amounting to HRK 117.9 billion. The most signif-
icant portion of our assets are loans and advances to customers which experienced an increase in the outstanding amount 
by 5.5 percent. Retail recorded a rise in placement before impairment by 7.4 percent and corporate clients before impair-
ment increased 3.9 percent, despite the prevailing conditions of uncertainty over consumption and investment. We con-
tinue practicing a well-diversified loan portfolio policy, whereby we record slightly more placements to retail customers 
and corporate compared to placements to public bodies. Given our firm commitment to apply a prudent approach in risk 
identification and measurement, non-performing loans account for 7.3 percent of total placements, additionally indicating 
the good quality of our non-performing loans management. 
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Management Board report of the Status of the Group (continued) 

Financial Highlights of the Group (continued) 

As we are well aware that the excellence in customer orientation can only be accomplished if one stands by its customers 
during troubled times, we have embedded such approach in all our business processes. Therefore, we continue developing 
comprehensive initiatives aimed at helping our customers during crises. From the liabilities perspective, customer deposits 
mainly fund our balance sheet, where the retail segment plays the most significant role. In 2019, we experienced an upsurge 
in customer deposits by 4.6 percent caused by both high liquidity observable on the market and our reputation of being one 
of the most stable and client oriented financial group on the market. Capital adequacy ratio remained stable and it is by far 
exceeding the prescribed threshold. 

Below we provide an overview of business results of the Bank’s subsidiaries and associate. Presented business results are 
on a stand-alone basis, before intercompany and consolidation adjustments. 

PBZ Card 

The financial results of PBZ Card reflect the continuation of stabile and growing business results in 2019, which confirms 
the Company's leading position in the domestic credit card market. 

The total net operating income of the Company in 2019 amounts to HRK 602.2 million, which is on the level of results 
achieved in 2018. Net fee and commission-based income amounts to HRK 566.1 million that is 1.1 percent higher compared 
to the previous year. 

In the structure of net operating income, interest income amounts to HRK 20 million, which is 7.8 percent lower compared 
to the previous year. This trend was expected due to the measures taken as a part of receivables collection during 2018 and 
2019. Furthermore, the decline in penalty interest-based income was additionally influenced by the continued decrease of the 
proscribed highest statutory default interest rate over past periods. 

The Company's profit before taxation amounts to HRK 204.1 million and profit after taxation HRK 167.1 million, which is 
22.1 percent higher compared to the previous year. The financial results for 2019 were mostly influenced by the American 
Express's decision to leave the licence business model and the Company's decision to transition to the new Visa Premium 
brand.  

The total operating costs for the year 2019 amount to HRK 345.6 million, while the total assets as of December 31, 2019 
amount to HRK 2,720 million. 

The above-mentioned results make PBZ Card the second most profitable segment of PBZ Group, thus fulfilling all the Com-
pany's objectives. PBZ Card will therefore continue its revenue-driven business by further promotion of credit card-based 
spending, both physical and virtual, focusing on innovative, contemporary digital technologies and investing in value-added 
services for card holders and merchants.  

Intesa Sanpaolo banka Bosna i Hercegovina 

The 2019's net profit of HRK 129 million shows a 5.5 percent decrease compared to the previous year. 

Net Interest Margin is higher by 0.9 percent compared to last year as result of significant increase of loans to customers by 
10 percent and decrease of customer deposits rate by 10 bps. Total operating income increased by 3.8 percent year on year 
due to increase of net commission income by 10.8 percent compared to the previous year.   

Total operating costs recorded a yearly increase by 0.6 percent. 

Significantly (373.5 percent) higher net impairment costs mainly due to implementation of new definition of default with 
impact of HRK 9 million on impairment on loans and provisions for Glumina bank case with impact of HRK 4.5 million on 
risk and charges. NPL ratio decreased compared to previous year by 37 bps, reaching a level of 3.5 percent, which is signifi-
cantly lower than the banking sector average. NPL Coverage ratio (61 percent) reduced by 1,415 bps due to sales of NPL in 
amount of HRK 53 million with high coverage ratio. 

Total assets increased by 14 percent at HRK 9 billion with net loans in the amount of HRK 6 billion (increased by HRK 622 
million or 12 percent) and customer deposits in the amount of HRK 6 billion (increased by HRK 809 million or 16 percent). 
The loan portfolio grew due to lending to private customers increased by 6.1 percent and lending to legal entities increased 
by 13.6 percent. Positive performance was confirmed also by improvement in collection of deposits, where private customer's 
deposits increased by 9.7 percent and legal entities deposits increased by 23.2 percent. The Bank enjoys comfortable liquidity 
position, even assuming worsening macro-economic scenario, with available resources to sustain further expansion of credit 
portfolio. 
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Management Board report of the Status of the Group (continued) 
Financial Highlights of the Group (continued) 

Intesa Sanpaolo banka Bosna i Hercegovina (continued) 

The Bank’s capital adequacy ratio further improved to 16.56 percent not taking into consideration Net Profit of 2019 in the 
amount of HRK 129 million. 

Strategic objectives of the Bank for 2020 are planned in coordination with Privredna banka Zagreb - progressing with multi-
year plan of investments for the infrastructural and technological modernization of the Bank, organizational changes in terms 
of increase of the competitiveness of Bank’s commercial offers to clients, improving support in decision-taking for faster 
reaction to market changes and continuous assessment of risk profile of Bank’s assets. 

Intesa Sanpaolo Bank Slovenia 

In 2019, Intesa Sanpaolo Bank’s net profit reached HRK 89.8 million, showing a positive trend in business operations growth, 
as well as in cost optimization activities. 

Lending activity in Slovenian economy has continued to show a positive dynamic with abundant liquidity and very low 
interest rates. The banks had to face fierce price-competition for the granting of loans and for the attraction of new customers 
which had a significant effect on profitability. In the banking system a further consolidation of the banks took place, together 
with a privatisation of the biggest (state owned) bank.  

Intesa Sanpaolo Bank managed to accomplish a successful transformation from a regional bank into a national innovator, 
including the move to new Business Headquarters in Ljubljana. During the 2019 the Bank substantially invested into reno-
vating its branch network according the ISP Group Distribution Model receiving a great positive feedback from the clients. 
The Bank effectively performed an alignment of lending processes and criteria on personal loans, having an immediate impact 
on new production volumes. All those activities resulted in a strengthen of the Bank's stronger presence and image in the 
Slovene banking industry, with good achievements in terms of business results. 

The lending interest rates persisted at historical low levels, nevertheless the Bank managed to increase the net interest income 
totalling HRK 303.1 million, by 5.9 percent increase on yearly level. A positive trend was noticed also at net fees and com-
mission income, which increased by 5.8 percent in 2019 compared to previous year, reaching HRK 197.2 million. 

Total operating costs recorded a yearly increase of 3.5 percent mainly following the increased investing activities and higher 
personnel expenses. Net impairment costs on loans portfolio resulted in a release of HRK 12.3 million. It is the result of 
effective mastering of non-performing loans and advanced risk monitoring processes. The non-performing to total loans ratio 
decreased from 5.5 percent in 2018 to 3.1 percent in 2019. 

Total net assets increased by 3.9 percent to HRK 20,014 million with net customer loans in the amount of HRK 14,399 million 
and customer deposits in the amount of HRK 16,567 million. The Bank’s position in terms of available liquidity remains safe 
and ready to sustain planned further expansion of lending activity. 

Intesa Sanpaolo Bank in Slovenia, a member of the international banking group Intesa Sanpaolo, is performing a re-
launching initiative and business expansion, which stem from the positive performance and achievements attained by the 
Bank in Slovenia over the last 16 years, since the Bank became part of the Intesa Sanpaolo Group. Another important 
impulse to Bank’s growth-propelling initiative happened in 2017 with the transfer of 51 percent of the Bank's shares from 
Intesa Sanpaolo to Privredna banka Zagreb, a subsidiary bank of the ISP Group in Croatia. The new ownership structure 
is part of the Group’s regional strategy aiming to increase synergies between its subsidiaries in the planned re-launch and 
business expansion in the Slovenian market.  

PBZ Leasing  

PBZ Leasing had a successful business year, earning net profit of HRK 28.2 million. In 2019, the Company signed new 
lease contracts in the total value of HRK 486 million, thus retaining positions in the Croatian leasing industry in terms of 
the number of realized placements. 

At the end of 2019, the Company's total portfolio included net fixed assets under operating leases in the amount of HRK 
323 million (2018: HRK 363 million) and net receivables under finance leases in the amount of HRK 841 million (2018: 
HRK 778 million). 

In 2020 the business activities of PBZ Leasing will be focused on maintaining a stable balance sheet, retaining the Com-
pany's market share and achieving product diversification through introduction of new distribution channels. 





PRIVREDNA BANKA ZAGREB d.d. 

 

17 

Macroeconomic developments in Croatia in 2019 

External environment 

Global economic growth hit a historic low since the global financial crisis of 2008/2009 and in 2019, according to the forecast 
of the International Monetary Fund (World Economic Outlook, October 2019), it is projected at 3.0 percent, significantly 
below 3.6 percent in 2018 and 3.8 percent in 2017. The growth in advanced economies in 2019 is projected to decelerate to 
only 1.7 percent (compared with 2.3 percent in 2018), where particularly notable is the deceleration of growth in the Eurozone 
(from 1.9 percent in 2018 to 1.2 percent in 2019), and in the USA (from 2.9 percent in 2018 to 2.4 percent in 2019). At the 
same time, the growth in developing economies and emerging markets, decelerated from 4.5 percent to 3.9 percent in 2019.   

In 2019, financial markets were under the impact of a twist in the monetary policy of the United States, but also of a deepening 
of the accommodative monetary policy in the Eurozone. In particular, after the US FED raised its reference interest rate four 
times to 2.25-2.50 percent in 2018, during 2019 the interest rate level was lowered three times to 1.50-1.75 percent. At the 
same time, faced with a growth slowdown and stubbornly low inflation, the ECB in September 2019 additionally relaxed its 
monetary policy by reducing its deposit interest rate to -0.50 percent (from -0.40 percent), and starting from November it 
reactivated asset purchase programme in the monthly amount of 20 billion euro.  

In 2019, the currency markets saw a continued weakening of the euro against the US dollar, therefore the exchange rate slid 
from 1.15 dollar at the end of 2018 to 1.12 dollar to the euro at the end of 2019. The strengthening of the dollar was supported 
by a faster growth of the US economy and a higher level of interest rates compared to the Eurozone.   

Economic movements of major Croatian foreign trade partners in 2019 were marked by a high level of uncertainty, i.e. by a 
sharp slowdown of economic activities, especially in Germany (from 1.6 percent in 2018 to the estimated 0.5 percent in 
2019), but also in Italy (from 0.7 percent to 0.2 percent) and Slovenia (from 4.1 percent to 2.6 percent). 

Personal consumption and investments support growth  

Gross domestic product in 2019 recorded a growth of around 3 percent finally exceeding the pre-crisis level of 2008. Data of 
the Croatian Bureau of Statistics for the first three quarters of 2019 indicate that the growth was primarily based on personal 
consumption and investment activity, while net foreign demand generated a negative contribution. Rise in household dispos-
able income, supported by wage increase, employment growth and low inflation, stimulated personal consumption, addition-
ally driven also by the awoken households' credit appetite amid favourable financing conditions. Simultaneously, better with-
drawal of the EU funds achieved a positive impact on investment activity, especially of the public sector through project such 
as the Pelješac Bridge, the railway and other infrastructures. Despite the visible slowdown of economic growth in the Euro-
zone amid the industrial recession in Germany, the export of goods recorded a solid growth of around 6.4 percent over the 
first ten months of 2019, where the biggest contribution to growth came from the export of pharmaceutical products and other 
transport equipment. At the same time, tourism continued to rise and the financial performance (third quarter +9.1 percent, 
total of the first three quarters +8.9 percent yoy) greatly surpassed the physical indicators of arrivals and overnight stays that 
grew at a slower pace than it used to be the case in recent years.   

Along with the continuation of positive economic trends, the past year was also characterised by the continuation of accom-
modative monetary policy of both Croatian National Bank and European Central Bank which, prompted by an evident slow-
down of economic dynamics, in September additionally relaxed the monetary policy by reducing the deposit interest rate and 
reactivating asset purchase programme. During the year we also observed a number of important developments such as exiting 
from the excessive macroeconomic imbalances procedure, upgrading of the investment rating by two rating agencies and 
sending the letter of intent to join the European Exchange Rate Mechanism (ERM2), as well as the related launching of a 
comprehensive assessment of five Croatian banks by the European Central Bank. At the same time, the economy faced the 
challenge of labour shortage, that along with the still unsatisfying pace of structural reforms implementation represents a 
limiting factor of potential growth. The financial sector, that has proven to be the most stable segment of economy, success-
fully overcomes the challenges of low interest rates environment, although there is a high level of uncertainty arising from 
the upcoming judgments in relation to the previously converted CHF indexed loans.        
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Macroeconomic developments in Croatia in 2019 (continued) 

2019 in review 

According to our estimate, the 2019 GDP rose by 2.8% yoy, where the largest contribution to the growth came from personal 
consumption and investments.   

 

 

Personal consumption increased by 3.4 percent over the first nine months of 2019 versus the same period of 2018, due to an 
average 3.2 percent growth of average net earnings expressed in nominal amounts (+2.5 percent in real terms, in the period 
between January and October), which is a result of the rise of minimum wage and wage increase in the government and public 
sector, and to a lesser extent an effect of changes in tax. Compared to the same ten months of 2018, in 2019 growth of net 
earnings slowed down, but in 2020, under the effect of a further rise in the minimum wage, higher coefficients for education 
sector, and wage increase for the government and public sector officials by a total of 6.12 percent, we expect the annual wage 
growth dynamics to accelerate. According to data on the number of insured persons of the Croatian Pension Insurance Insti-
tute, in 2019 the number of employed persons advanced by 2.3 percent compared to the previous year and reached an average 
of 1.558 million, which is mostly a consequence of a relatively strong economic boom. Last year's increase of the number of 
newly employed was primarily supported by employment growth in Construction (+7.5 percent), which is attributable to 
larger investments in building construction/civil engineering, better absorption of the EU funds, as well as to relatively strong 
demand for residential real estates (what is suggested by the 8.9 percent annual growth of house price indices in the first six 
months) and in Accommodation and food service activities (+3.7 percent, in view of a further growth of the tourism sector). 
Simultaneously, in Manufacturing which is the largest industry and participates in the overall structure with almost 16 percent, 
the number of employed persons declined by 0.5 percent compared to 2018, partly due to problems that emerged during the 
year in individual industries such as for example shipbuilding and petroleum refining industry. Positive developments also 
continued in the area of unemployment, where a yoy decline in the number of unemployed persons was registered for the 
sixth consecutive years (this time by an average of 16.2 percent), due to which the adjusted unemployment rate in 2019 
dropped to 7.6 percent (from 9.2 percent in 2018). It is indicative that the annual decline rate of unemployed persons in 2019 
slowed down after having accelerated for five consecutive years, which is attributed to the reduction in number of remaining 
persons available to work in the unemployment register, as is evidenced by the announced abolition of restrictions on issuing 
work permits to foreign citizens starting from 2020, in order to address the problem of labour shortage recorded in many areas 
of activity. In that respect, in 2020 the annual employment growth is expected to decelerate, mainly in terms of labour short-
age, while the number of unemployed persons should amount to around 100 thousand.   

Over the first eleven months of 2019 the real turnover in retail increased by 3.6 percent yoy (4.1 percent in nominal terms), 
due to positive movements on the labour market, wage increase, employment growth, consumer credit and optimism (that 
hits record highs). The additional positive contribution to the growth of retail trade volumes was also generated by the devel-
opments in tourism, where over the same eleven months of 2018 was recorded an annual increase in arrivals by 4.8 percent 
and overnight stays by 1.7 percent. At the same time, the real turnover growth in retail was more expressed in the retail trade 
of mostly non-food products (5.4 percent) compared to the retail of food, beverages and tobacco (+3.9 percent). 
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Macroeconomic developments in Croatia in 2019 (continued) 

2019 in review (continued) 

In the first three quarters of 2019, total exports recorded a real-term increase of 4.1 percent yoy, where exports of goods rose 
by 4.6 percent and exports of services by 3.6 percent. Compared with the previous year, the registered increase in the exports 
of goods in 2019 is attributed to a robust export of pharmaceutical products and pharmaceutical preparations, motor vehicles, 
trailers and semi-trailers, and ships. Simultaneously, the imports of goods and services rose by 5.3 percent as a result of the 
recovery of domestic demand, but also of a high dependence of exports on imports. The contribution of net foreign demand 
to the overall growth during the monitored period of 2019 was consequently negative, amounting to -0.5 p.p. The industrial 
production in the first eleven months of 2019 recorded a mild recovery (+0.8 percent), exclusively owing to a production 
increase in Electricity, gas, steam and air conditioning supply (7.7 percent), while the negative impact arose from a reduced 
production in Manufacturing (by -0.1 percent, where the biggest negative contribution came from Manufacture of coke and 
refined petroleum products by -26.9 percent and Manufacture of fabricated metal products, except machinery and equipment 
by -6.8 percent) and in Mining and quarrying (-5.4 percent). 

 

Gross fixed capital investments over the first three quarters of 2019 registered an average growth of 8.1 percent yoy, remaining 
mainly under the influence of the public sector investments financed by the EU funds. The volume of construction works 
over the first ten months of 2019 advanced by a total of 8.3 percent compared with the same period of 2018, almost equally 
supported by a rise in the activities on buildings (+8.0 percent) and on civil engineering works (+8.8 percent). After five 
consecutive years of decline, activities related to infrastructural projects recorded a yoy surge, largely under the influence of 
investments at the general government level, whereas the activities on buildings decelerated compared to the previous year, 
partly because of a more moderate growth in tourism.  
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Macroeconomic developments in Croatia in 2019 (continued) 

2019 in review (continued) 

Over the first eleven months of 2019, the consumer price index recorded an increase of 0.7 percent yoy, i.e. a more modest 
movement compared with the same period of 2018 (when the increase in prices amounted to 1.6 percent), which is mainly a 
consequence of a lower VAT rate for particular food items (prices of fruits, meat, oils and fats record a drop of respectively 
8.7 percent, 1.5 percent and 0.6 percent), equally as it is a result of a lower market price of crude oil (lower costs of fuels and 
lubricants for personal transport equipment by 0.9 percent, with a share of 6.4 percent in the total index). From a structural 
prospective, the largest contribution to the total increase of consumer prices in 2019 came from higher prices in the field of 
Housing, water, electricity, gas and other fuels, (by +0.5 p.p. or +3.2 percent, of which solid fuels +9.4 percent, electricity 
+1.1 percent and gas +4,1 percent, due to higher price of gas supply), while a significant contribution (+0.2 p.p.) arrived also 
from Non-alcoholic beverages and tobacco, primarily owing to higher excise duties on tobacco (whose prices increased by 
an average of 6.0 percent yoy). In 2020 we expect the average annual inflation rate to amount around 1.0 percent, amid fading 
effects of reduced VAT rates for particular food items, announced increase of excise duties on beverages with a higher sugar 
content, as well as expected surge in unit labour costs (pressure on wage increase should continue due to a strong labour 
demand).  

Positive economic movements and the control of the expenditure side of the budget led in 2019 to a further decrease in the 
share of public debt in GDP to the estimated 72 percent (from 74.8 percent in 2018), whereas, according to the revised budget, 
the consolidated general government deficit target was set to 0.1 percent of GDP.  

 

 

The money market recorded another year of ample liquidity, low interest rates, no interest at regular reverse repo operations 
of the Croatian National Bank and low trading volume at the interbank market. The liquidity rose compared to the previous 
year due a stable deposit growth, especially of kuna on transaction accounts, as well as to the CNB's foreign exchange auctions 
(two at the end of 2018 that created 8.0 billion kuna and three in 2019 that created 8.1 billion kuna of reserve money) in 
conditions of a modest growth of bank placements, due to which the average excess liquidity rose to 32 billion kuna, almost 
30 percent up compared to the previous year. The interest rates at the money market registered a slight drop therefore the 
overnight Zibor fell by an average 2 b.p. yoy to 0.29 percent, while 1M and 3M dropped by 5, i.e. 4 b.p. to 0.39 and 0.46 
percent. Interest rates on T-bills followed this decreasing trend (by 17 b.p. on three-month kuna T-bills to 0.03 percent, 1 b.p. 
on six-month kuna T-bills to 0.05 percent and 3 b.p. on one-year kuna T-bills to 0.06 percent), while that the interest rate on 
one-year kuna T-bills with a currency clause slipped by 5 b.p. to negative -0.05 percent. In the environment of low interest 
rates on the domestic money market, i.e. negative interest rates in the Eurozone, return of the government rating to the invest-
ment grade and improved indebtedness indicators, the government bond yields and the German government bond spread were 
reduced to the new and existing issues. In June the 10-year euro bond was issued in the amount of 1.5 billion euro with a 
historically low yield of 1.23 percent, while in November at the domestic market the 15-year kuna bond with a currency 
clause was issued in the amount of 7.5 billion kuna with a yield of 1.20 percent. The average yield on the 10-year kuna bond 
in 2019 slid by 90 b.p. to 1.3 percent, while the spread narrowed by 20 b.p. to 150 b.p.  
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Macroeconomic developments in Croatia in 2019 (continued) 

2019 in review (continued) 

In 2019 the kuna to euro exchange rate appeared extremely stable as the CNB, by purchasing foreign currencies from banks 
(1.1 billion euro) and MF (200 million euro in the first eleven months), annulled the pressures deriving from the surplus 
generated on the balance of payments current account, inflows of EU funds, improved rating and positive net foreign position 
of banks. The strengthening of the kuna was also stimulated by taking the first steps in process of accessing the euro area in 
terms of sending a request to establish close cooperation between the ECB and the CNB in performing the supervision of 
credit institutions within the Single Supervisory Mechanism, sending a letter of intent to join the ERM 2 and adopting the 
Action Plan. In 2019 the average kuna to euro exchange rate amounted to 7.41 kuna to the euro, same as the previous year, 
whereas amid the strengthening of the US dollar to the euro, the kuna depreciated to the dollar by an average of 5.5 percent 
and the exchange rate advanced to 6.62 kuna to the dollar (2018: 6.28). 

 

The recovery of assets of other monetary financial institutions was initiated in 2018 and continued over the first eleven months 
of 2019 under moderate yoy rates owing to an increase in deposits and claims on the central government and households, 
while claims on non-financial corporations kept a negative tendency. Despite the growth of placements to medium-sized, 
small and microenterprises and an increased corporate demand driven by positive outlook of the tourism and construction 
sector, as well as favourable financing conditions, the negative effect of developments in the large enterprises portfolio pre-
vailed. The said negative effect was brought by the government guarantee calls to the shipbuilding industry at the end of last 
year and the consequent transfer of claims from the companies to the central government, operational implementation of the 
settlement of the Agrokor Group in the middle of 2019, that resulted with the transfer of claims from domestic to foreign 
companies within the Group and the sales of non-performing claims. Simultaneously, the household demand registered a 
strong surge fuelled by a solid growth of employment, earnings, consumer confidence and low interest rates. Cash loans, 
especially unsecured long-term loans, due to a robust growth were exposed to a scrutiny of the central bank because of the 
increased risk during an economic downturn, which prompted the regulator to enact macroprudential measures (alignment of 
criteria in determining creditworthiness for housing and non-housing loans, obligation of monitoring citizens indebtedness 
indicators, inclusion of risks arising from cash loans in the internal capital adequacy assessment processes). Hence, the growth 
pace of cash loans from April started to slow down to the level of 10 percent, while the growth of housing loans accelerated 
and in October and November surpassed 5 percent owing partly also to subsidies. Regardless of the growth, household in-
debtedness is still relatively favourable compared to the EU average, and the risk is also mitigated by the increase in the share 
of kuna loans (over 50 percent) and loans approved with a fixed interest rate (approximately 40 percent). In November total 
loans recorded a 3.9 percent yoy increase, of which loans to the central government and the social security funds grew by 6.9 
percent, and to the private sector by 3.2 percent (non-financial corporations -1.7 percent, households 6.5 percent). The growth 
of placements is still higher according to the transaction data than according to the stock due to a considerable effect of sales, 
and according to transactions the cumulative increase in November reached 3.6 percent yoy for the private sector (non-finan-
cial corporations -1,0 percent, households 7,0 percent). The upward trend of deposits continued at a steady pace owing to the 
economic growth, especially to the favourable labour market trends and the increased corporate income from the exports of 
goods, tourism, price increase and real estate turnover.  
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Macroeconomic developments in Croatia in 2019 (continued) 

2019 in review (continued) 

A contribution to the growth of deposits also came from the alignment of monetary funds with the regulations based on which 
in March most of the monetary funds were reclassified from the sector of monetary financial institutions to the sector of non-
monetary investment funds. By the end of November, total deposits were higher by 5.1 percent yoy (non-financial corpora-
tions 8.1 percent, households 4.6 percent), and as in previous years, low interest on savings kept deterring citizens and com-
panies from placing funds in time deposits, therefore the strongest growth was achieved by funds laid out in transaction 
accounts.  

In 2019 the bank interest rates kept the downward trend owing to a record high liquidity and increased competition, and a 
stimulus to reduce the active interest rates also came from the amendments to the legislative framework in terms of tax 
regulations defining a more favourable interest rate and decreasing it from the previous 3 to 2 percent. Compared to the 
average of 2018, in the first eleven months of 2019, the interest rate on loans to the private sector decreased by an average of 
50 b.p. on kuna loans, i.e. by 30 b.p. on loans with a currency clause to 5.8, i.e. 3.4 percent. The average interest rate on 
housing loans was cut by 70 b.p. to 3.0 percent on kuna loans and by 40 b.p. to 3.1 percent on loans with a currency clause. 
At the same time, the average interest rate on time deposits of the private sector declined by 30 b.p. on kuna savings deposits 
and by 10 b.p. on FX savings deposits (to 0.3, i.e. 0.4 percent). 
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Macroeconomic developments in Croatia in 2019 (continued) 

2019 in review (continued) 

Favourable trends in loan quality continued over the first three quarters of 2019, supported by the accelerated economic 
growth, positive movements on the labour market, strengthening of credit activity and considerable amounts of sold claims 
on non-financial corporations (gross 3.0 billion kuna). According to the reviewed data, disclosed in accordance with the EBA 
methodology where loans are comprised of loans and advances, placed deposits and interests, the share of non-performing 
loans in total bank loans at the end of September 2019 amounted to 6.0 percent, down by 1.5 p.p. compared to the end of 
2018, which is mostly a result of a noticeable improvement in the corporate portfolio where the share dropped by 4.9 p.p. to 
15.5 percent. 

The breakdown of loans by activities illustrates that the most significant contribution was brought by the 10.5 percent decrease 
in construction (to 29,7 percent), owing to the sales of placements as well to the increased lending, while other three most 
significant activities register a somewhat slower decline pace (manufacturing -0.6 p.p. to 19.7 percent, trade -3.5 p.p. to 13.3 
percent and accommodation and food service activities -0.6 p.p. to 8.6 percent). At the same time, the share of non-performing 
loans in loans to households fell by 0.8 p.p. to 6.1 percent, where housing loans recorded a drop of 0.6 p.p. to 4.5 percent, and 
cash loans and overdrafts of 0.3 p.p. to respectively 5.3 and 5.9 percent. The capitalization of banks was slightly reduced in 
2019, and one of the reasons for is the increase of risk weight on exposures to the central government denominated in a 
foreign currency (from 20 to 25 percent), therefore the total capital ratio of banks was 22.8 percent at the end of September, 
down by 0.4 p.p. compared to the end of 2018.  

The system was additionally consolidated by a merger of a bank and a savings bank, providing a reduction in the number of 
market participants to 23, while the net profit of credit institutions increased by 2.7 percent yoy over the first nine months. 
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Business description of the Bank 

Organisational chart 
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Business description of the Bank (continued) 

Privredna banka Zagreb d.d. was founded in 1966 and has consistently been a leading financial institution in the 
Croatian market, with an established business base and a highly recognized national brand name. 

During all periods of its history, PBZ supported the largest investment programs in tourism, agriculture, industrialisa-
tion, shipbuilding, electrification and road construction. PBZ has become a synonym for economic vitality, continuity 
and the Croatian identity. 

Privredna banka Zagreb d.d. today is a modern and dynamic financial institution, which has actively sought and won 
the role of market leader on the financial markets in Croatia. It is a fully licensed bank with nationwide branch network. 
With its nationwide network of branches and outlets, as well as a broad group of banking and non-banking subsidiar-
ies, PBZ is one of the universal banks that cover the whole territory of Croatia. 

Organisational Structure and Business Activities 

According to data from the end of 2019, PBZ is the second bank in terms of total assets in Croatia and the fifth bank 
in terms of subscribed share capital. PBZ is also one of the largest Fixed Income and Foreign Exchange dealers in 
Croatia as well as a leading player on the domestic syndicated loan market. With an outstanding reputation for inno-
vative financial solutions, the Bank has been consistently recognised as the leading Arranger of equity, debt and com-
mercial papers issues in the Republic of Croatia. The Bank is strongly focused on customer satisfaction and a high-
quality customer experience. Aware of its role and influence on society, PBZ's corporate values integrated in daily 
operations include not only business success, but also care for people, the sustainable development of its business and 
the overall improvement of quality of life in the community where it operates. It has consistently been a leading 
financial institution on the Croatian market with an established business base and recognised national brand name.  

Upon successful privatisation in December 1999, PBZ became a member of Gruppo Intesa Sanpaolo – the largest 
Italian banking group and one of the most significant financial institutions in Europe. With this partnership, PBZ has 
retained its business strategy aimed at modern forms of banking and new products, confirming its image of a dynamic 
and modern European bank, which meets the demands of the market and its clients. The benefits of strategic partner-
ship are clearly visible in the continuously improving financial results of the Bank, as well as of the PBZ Group. 

Along with the adoption of the business and corporate governance standards set by its parent bank, Privredna banka 
Zagreb d.d. has maintained the strategic development orientation of a modern, client oriented, technically innovative 
universal financial institution. PBZ is focused on the continued advancement of its economic performance well into 
the future, as well as strengthening its position as a product leader in offering the most progressive banking products, 
through the optimal mix of traditional and modern distribution channels. This ensures that PBZ will continue to be 
able to set standards of the highest quality for product innovations and services offered to both its domestic and inter-
national clients. 

This commitment to quality and advanced banking practices is clearly seen by the fact that Privredna banka Zagreb 
d.d. received the Best Bank in Croatia award from Euromoney in 2001, 2002, 2004, 2005, 2007, 2008, 2009, 2013, 
2014, 2015, 2016 and 2018. During 2006 PBZ received The Best Debt House in Croatia award by Euromoney. In 
2012 PBZ won award for the Best Private Banking Survey in Croatia. PBZ also received The Banker's Award for the 
Croatian Bank of the Year in 2005, 2011, 2017 and 2019. Additionally, PBZ's quality was confirmed by Global Fi-
nance's magazine in years from 2003 to 2018 when it has won numerous prestigious awards for best bank in Croatia 
in the categories The Best Emerging Market Banks and The World's Best Banks in Central and Eastern Europe as 
well as Best digital bank 2018. in Croatia. Bank also received acknowledgement from Central European, Finance 
Central Europe, Adria Zeitung, Reader's Digest and others. 

In years from 2003 to 2006 PBZ received the domestic prestige awards – the Golden Share Award for the Best Banking 
Share in the country, and the Golden Kuna Award in 2004, 2005, 2010, 2017 and 2018 for the previous year. The 
Ministry of Demography, Family, Youth and Social Policy awarded "Family Friendly Employer 2019" to Privredna 
banka Zagreb in the category of large enterprises. 

Privredna banka Zagreb d.d. currently employs some 3,633 employees and provides a full range of specialized services 
in the areas of retail, corporate and investment banking services. The business activities of the Bank are organized 
into three principal client-oriented business groups. 
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Business description of the Bank (continued) 

Retail Division   

In the retail banking segment, PBZ has a comparative advantage over its competitors due to the fact that it has the most 
extensive branch network in Croatia, consisting of 181 organizational units in 6 regions and 19 sales centers, which cover 
the entire territory of Croatia.  

With the aim of improving the customer experience and business efficiency within the framework of achieving the busi-
ness plan goals for the period 2018 - 2021, the parent bank initiated a transformation process according to a new service 
model based on the best experiences of the Group. More and more frequent and intense changes in the market bring new 
challenges on a daily basis, which the Bank must recognize, monitor and actively adapt to in order to continue to provide 
high quality customer service in accordance with their needs and growing expectations. The old service model was mainly 
based on a reactive approach and was dependent on cash transactions and the customer's arrival to the branch, the new 
service model follows the trends of changing customer habits by introducing activities dedicated to developing customer 
relationships. Through the new service model, activities of lower value are being migrated from branch offices to direct 
channels and in branch offices replaced with activities that are more complex with greater proactiveness and dedication 
to the client. 

Our customer orientation is confirmed by “Inovacija”, a rewarding scheme for clients who use several product groups (up 
to 8) and who are given discounts on fees charged or awarded incentive interest rates. 

In addition to restructuring and repositioning the traditional distribution channels of the business network, PBZ continues 
to develop and improve its direct banking distribution channels. It has extended the network of ATMs that accept Maestro, 
Mastercard, Visa and Visa Electron as well as Visa Premium, Diners Club International, and China Union Pay cards (a 
total of 773 ATMs). PBZ is expanding the ATM network and generating new revenue in cooperation with partners; 
Croatian and foreign companies with an independent ATM network. Together with the partners, the PBZ ATM network 
has 1.450 ATMs. The number of EFT POS’s (point of sale) was 33.795. 

As a leader in modern technologies, PBZ has expanded its distribution channels and products using the most advanced 
technology in implementing its on-line services. The latest digital trends are part of the clients’ daily routines, and PBZ 
wants the clients to have such an experience when doing business with the Bank. Therefore, it has developed PBZ digital 
banking service, which is the concept of a new PBZ Internet and mobile banking with new functionalities with the option 
to personalize the app according to the needs and wishes of the clients. The new interface provides unique user experience 
and functionalities, regardless of which device or app the clients are using (computer, tablet or mobile phone). In the new 
service, the clients have a graphic representation of their assets with the option to manage them according to their own 
preferences. 

With the improvement of existing functionalities, numerous new options and functionalities are available, such as #with-
KEY (a mobile token integrated into the mobile banking app that provides easier access to internet application),  
#withCASH (cardless cash withdrawal), #withPAY (a payment concept between the service users using a mobile phone 
number), #withSAVE (a small daily savings concept), #withSIGN (qualified electronic signature that allows a user to 
sign contracts for banking and financial services without having to go to the PBZ branch office), Google Pay and Apple 
Wallet, app login using fingerprints or face identification, quick overview of the balance without logging into the app, 
the option to receive automated notifications to the mobile device on account and product changes according to the user’s 
selection, contractual documentation and receipts of completed transactions all in one place in the application, the option 
to transfer funds between user accounts without authorization, transfers of small amounts to the trusted beneficiaries 
without authorization, defining their favorite recipients, Scan and Pay functionality– the option to pay payment slips 
which have a 2D bar code, etc. 

These achievements have firmly established PBZ as the Croatian market leader in electronic banking, as well as the 
technological leader on Croatia’s financial market. PBZ was one of the leading bank in Croatia to implement secure e-
commerce based on 3D Secure technology (Verified by Visa and Mastercard SecureCode) and CAP/DPA technology for 
user authentification. PBZ has also introduced innovative service – an Internet channel for distribution of investment 
banking services, now brokerage services on the domestic stock exchange and as well as custody accounts. In the area of 
retail product development, PBZ is constantly monitoring market demands and improving its wide range of products and 
services accordingly. 

Based on identified needs, PBZ recognized its role in the environmental protection and social responsibility, and therefore 
amended and extended its product offer with loans such as Energo loans, tuition fee loans and student cost of living loans, 
loans for retired persons, socially stimulated housing loans, state subsidy housing loans, etc. In addition to responding to 
market requirements, PBZ is monitoring regulatory and legislative requirements and timely adjusting its products and 
services to them.  
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Retail Division (continued) 

Overall in the period from 2000, PBZ established itself as the market leader in retail loans with over 20 percent share 
in the loan market on the Group level. In the area of savings, the PBZ Group has significantly increased its deposits, 
keeping over 20 percent of all retail deposits in Croatia.  
 
PBZ’s retail operations comprise the following departments: Multichannel Office, CRM Office, Network Management 
Office, Price Management Office, Mass Client Department, Affluent Client Department and Private Client Department. 

Multichannel Office 

Direct distribution channels function (Multichannel Office) is responsible for the development and maintenance of on-
line banking channels (Internet and mobile distribution channels), ATMs and other self-service terminals, as well as 
contact center (subfunction Custstomer Contacts – Retail). Development activities include participation in research and 
development of innovative multichannel solutions with aim of improving customer experience and achieving the strategic 
goals of the Bank, supporting the integration of CRM solutions in direct distribution channels, development of own and 
partner network of ATMs, cooperation on marketing and promotional projects, customer training and education as well 
as improving sales of on-line services in PBZ branch network. 

CRM Office 

Customer Relationship Management Office (CRM Office) operations are analysis and development of client relationships 
models as well as supervision and implementation of measurements of the key indicators related to distribution network, 
production and services effectiveness with focus on retail customers for the Bank and other PBZ Group members. Key 
tasks include CRM activities, conducting various analyses (of clients, products, services and distribution network) and 
direct marketing, the development of support for better customer relationship management and key success indicators 
calculation in managing relations between the client and the Bank.  

Network Management Office 

The Network Management Office is responsible for organization, development, coordination, support and monitoring of 
the Retail Business Network, the fundamental distribution channel with Bank's retail clients, contact channels with retail 
clients and subcontractor sales network. The most important responsibilities of the Office include managing retail regions 
and contact channels for retail clients, managing subcontractor sales, capital investments and investments into business 
network, HR management of business network, participating in specifying and dividing budget amounts and remodeling 
the setting of targets, measuring effects and awards in the business network and conducting development and education 
of HR, defining and continuously advancing modality, process, procedures and rules, and prescribing instructions for 
advancing modalities, processes, procedures and rules for prescribing instructions regarding regular planning, as well as 
planning and introducing new technologies in business, and development and supporting.  

Price Management Office 

The activities of Price Management Office encompass qualitative and quantitative analysis, as well as analysis of financial 
impacts related to pricing, measurement of key indicators for price realization and monitoring of market dynamics. Re-
sponsibilities of the Office include participation in price definition in cooperation with business segments, assessment of 
effectiveness of pricing activities and recommendation of corrective actions in case of need, as well as definition of 
business requirements and supervision over implementation and delivery of pricing tools.  

Mass Client Department 

“Mass” Clients’ task is to define and implement business strategies and policies, products and services as well as value 
propositions and pricing for the “Mass” segment. It designs and updates the “customer journey” for the relevant segment 
and products and services. It develops, manages and updates products and services related to Current Accounts, Transac-
tion, Mortgages, Personal Loans and Non-life insurances for Retail clients of all segments. In co-operation with ISP Card 
it manages and updates products and services related to Cards. In co-operation with the Network Management it supports 
and provides commercial coordination to the segment-related sales force in the Branch Network. 

Affluent Client Department  

The "Affluent" Client Department is responsible for defining and implementing business and commercial strategies, prod-
ucts and services as well as value propositions and pricing for Affluent segment. Its task is also designing and updating 
the “customer journey” for the Affluent segment, supporting and providing commercial coordination to the Affluent-
related sales force in the Branch Network and providing sales coordination for Affluent segment, supporting the Branch 
Network and the sales channels in adopting the defined strategies in order to reach the sales target of the Affluent segment.  
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Affluent Client Department (continued) 
 
Very important responsibilities are also developing, managing and updating products and services related to term deposits 
for Retail clients of all segments, managing and updating products and services related to investments and life bancassur-
ance in cooperation with Eurizon Capital, Banca IMI ISP Insurance Division and local Partners, as well as managing and 
updating investment advisory services. 

Private Client Department  

The "Private" Client Department is responsible for defining and implementing business and commercials strategies prod-
ucts and services as well as value propositions and pricing for Private segment. Its task is also designing and updating the 
“customer journey”, managing commercial coordination of the Private segment, and also managing and updating invest-
ment advisory services. 

Corporate Division 

Privredna banka Zagreb d.d. is one of the leading Croatian banks in the field of corporate banking. Taking into account 
a wide range of products and services offered to its corporate clients both locally and internationally, it is difficult to 
find a major company in Croatia today that does not bank with Privredna banka Zagreb d.d. Supported by powerful 
electronic distribution channels, our network of well-organized branches is the key driving force in serving our clients 
efficiently. We strive to create additional value by providing integrated financial solutions designed to satisfy the 
individual requirements of our clients. 

Privredna banka Zagreb d.d. has developed a modern platform for supporting classic cash as well as other transactions 
of corporate clients within the Bank's network. A wide network of correspondent banks, and its SEPA reachability, 
make it possible for the Bank to offer its clients fast and affordable services in the area of international payments.  

Also, Privredna banka Zagreb d.d. has significantly improved the process of handling domestic payments. The Bank 
directly participates in the Croatian RTGS system (HSVP) and in the national clearing system (NKS) and thus has the 
ability to process any payment through the most appropriate channel. The Internet banking service for corporate clients 
– PBZ COM@NET, after being upgraded, is available for both domestic and international payments. In terms of 
investment banking, Privredna banka Zagreb d.d. is a dominant participant in the Croatian market. It has originated 
many contemporary products and has initiated and largely contributed to the development of the financial market in 
the country. Because of its active role it in the primary and secondary capital market, PBZ has been recognized as a 
market leader. We are determined to keep the position of the best financial institution in the region. Such recognition 
has been given by our clients because of our ability to deliver the best service in everything we do. 

The Corporate Division consists of the following organizational units: Domestic Corporate and Institutional Client 
Department, Multinational Client Department, Financial Institutions Department and Corporate Banking Products 
Department. 

Domestic Corporate and Institutional Client Department 

The Domestic Corporate and Institutional Client Department is responsible for business relationships with the largest 
domestic corporate clients, central government, public institutions, public utility companies and related companies 
and institutions. The Department is also responsible for handling and monitoring the entire business relationship with 
major private enterprises, whose relationship with the Bank is exceptionally complex and structured, which implies 
the multiple interweaving of the products and services they use 
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Domestic Corporate and Institutional Client Department (continued) 

Business activities of this Department include presentation and sales of Bank products to existing and potential clients, 
preparing and organizing specific presentations for the sale of products and services of the Bank, advising clients on 
all forms of financing and creation of the best possible solution for the respective entity, submitting offers to clients, 
providing incentives for product development and coordination between all organizational units of the Bank and the 
concerned client. In cooperation with other organizational units, the Department offers all types of banking products 
and services such as opening of business accounts, contracting Internet banking, various models of deposit transac-
tions, granting all types and forms of short-term and long-term financing, including loans from external sources, club 
loans and syndicated loans, purchase of receivables, project financing, factoring, letters of guarantees, letters of credit, 
cash handling services (organization, collection and transportation of cash, cash pooling), as well as services in card 
operations, leasing, investments in funds, multi-purpose facilities, providing financial support to export-oriented busi-
nesses and other innovative solutions adjusted to the requirements of each single client. In coordination with other 
units of the Bank, we participate in cross-selling of all the PBZ Group products. 

The Domestic Corporate and Institutional Client Department also provides agency services to clients, by performing 
transactions on behalf and for the account of the particular principal, as well as by carrying out activities in its own 
name and for the account of the principal – all in accordance with the mandate of an agent, as agreed in a specific 
case. In every segment of its business activities, operations and services, the Department seeks to promote the highest 
banking standards, first and foremost by fostering a highly professional as well as flexible approach both to its present 
and potential clients. 

Multinational Client Department  

The Multinational Client Department is responsible for establishing and managing business relationships with com-
panies in foreign ownership, foreign legal entities – non-residents and other companies in private ownership, and it 
provides clients with a full range of banking services by offering both standardized and customized products in coop-
eration with other organizational units of the Bank as well as other members of the PBZ Group, and also in coordina-
tion with the Intesa Sanpaolo Group.     

Clients receive an individual approach, which takes into account their specific needs, and are provided with various 
banking and advisory services as well as support to all aspects of their business activities. Clients have at their disposal 
the following banking products and services: opening of transaction accounts, centralized account management, con-
tracting of internet banking services for businesses and INBIZ internet banking for Multinational clients, Cash Pool-
ing, Global Cash Management, cash handling services (organization, collection and transportation of cash), approval 
of loan facilities, purchase of receivables, B/E discounting, issuing of guarantees and letters of credit, advisory services 
related to all aspects of financing, card operations, leasing, retail products designed for employees of our corporate 
clients, and many other products and services. 

The leading clients of the Department are companies engaged in tourism, IT, energy industry, wholesale and retail 
trade, construction, food industry and pharmaceutical industry. Given the well-developed business network of 
Privredna banka Zagreb d.d., we have successfully organized the entire process of managing cash transactions for 
some of our clients who are among the largest chain stores and also for companies in the tourist industry. To companies 
that engage in construction of residential and commercial premises intended for sale we can offer a complete project 
implementation service – starting from the control of project documentation and building supervision to the financing 
of construction and the sale of real estate to final buyers.  

Apart from managing relationships with clients, this unit also assists foreign investors in the process of starting up a 
subsidiary or branch in Croatia, provides advisory services and general information on business terms and conditions 
in Croatia and on regulations currently in force, contacts clients and helps them liaise with institutions that are crucial 
for the performance of their regular business activities.  

The Department is further responsible for establishing and developing cooperation with foreign entities (foreign com-
panies and private individuals that engage in business activities, foreign diplomatic and consular missions as well as 
representative offices of foreign legal entities, foreign associations, foundations and other non-profit organizations 
and international missions). Such cooperation includes the opening and managing of accounts, depositing funds, 
providing clients with all information necessary for conducting business in Croatia, which requires continuous moni-
toring of all regulations that refer to the local currency (as well as close cooperation with the Croatian National Bank 
and the Ministry of Finance, particularly in the area of prevention of money laundering and terrorism financing). 
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Financial Institutions Department   

The Financial Institutions Department has overall responsibility for establishing, promoting and managing the compre-
hensive business relationship between the Bank and more than 1000 domestic and foreign banks and other financial 
institutions (including investment and pension funds, payment services providers, etc.) in both emerging and mature mar-
kets. The Department is also responsible for cross-selling of all Bank and PBZ Group products, as well as for providing 
professional advice and offering individual, single source solutions, tailored to suit our clients’ specific requirements. 

We believe that trust, continuity in relationships and personal commitment create a solid foundation for consistent and 
successful business opportunities and, therefore, in each Relationship Manager in the Financial Institutions Department, 
our clients will find a reliable partner for the entire product range of the PBZ Group. The Department offers tailor-made 
financing solutions to all the Bank’s clients including trade finance, loans and specialized arrangements with financial 
institutions (both domestic and international), buyer’s credits and forfaiting for the promotion of Croatian export, etc. 
PBZ has profiled itself as the leading commercial bank in Croatia in providing export financing through Buyer’s Credits. 
In order to support payments and the documentary business of the Bank’s clients, the Bank has concluded a number of 
special arrangements and contracts, that together with the use of innovative possibilities in cooperation with renowned 
foreign financial institutions, contribute to easier operations of its clients abroad.  

It should be emphasized that PBZ is the first Croatian bank that has fully implemented Global Cash Management and one 
of the first offering SEPA payments to its clients. By continuously investing in new channels and methods of effecting 
international payments, we are able to provide our clients with most efficient, time saving and cost beneficial execution 
of their payments around the world. In close cooperation with its foreign bank partners, PBZ has achieved a Straight 
Through Processing (STP) rate of 99.9 percent, thus continuously, year after year, receiving STP excellence awards given 
by eminent foreign banks (Deutsche Bank AG, Citibank NA, JP Morgan Chase NA and The Bank of New York Mellon). 
Through our well-developed correspondent network, Bank's clients have direct access to all world markets, which is 
crucial for their export and import activities. Thanks to the commitment of an experienced team of trade finance special-
ists, the Bank is able to provide strong professional support and facilitate financing of export-oriented customers, as well 
as imports of equipment, construction works, and other specific projects. In response to the needs of the market, the Bank 
has started to effect inland documentary payments, being the first bank in Croatia that offers such service to its clients. 

In order to provide all Bank's clients with as much extensive and better offer as possible, the EU Desk team operates 
within Financial Institutions Department and provides clients with information and advisory services regarding EU pro-
grammes and EU Tenders. The Bank participates in a number of EU financial instruments, which transform EU funds 
into financial products such as loans, guarantees, and other risk-bearing mechanisms. The Bank participates in the finan-
cial instruments 'ESIF Growth and Expansion Loans', 'ESIF Loans for Rural Development' - long-term investment loans 
for SME projects in the processing industry, tourism, creative industry and knowledge-based services, and in agriculture. 
Also, the Bank participates in several guarantee schemes. 'ESIF Capped Portfolio Guarantee', COSME Capped Portfolio 
Guarantee are financial instruments structured to support micro and medium sized enterprises. INNOVFIN is financial 
instrument that supports projects of innovative SMEs and Small Mid-caps (with less than 499 employees). ERASMUS 
provide financial support for students from Croatia, studying for their Master degree in one of the 33 Erasmus+ pro-
gramme countries, and the Privredna banka Zagreb d.d. is the only bank in Croatia that provide such support to Croatian 
students.  

Further, acting in close cooperation with the supranationals, such as European Investment Bank, European Bank for 
Reconstruction and Development, Green for Growth Fund, Croatian Bank for Reconstruction and Development (HBOR), 
the Bank provides funds for on-lending to its clients, i.e. for financing of projects aimed at improvement of environmental, 
health and safety standards, improvement of product quality and energy efficiency in line with EU requirements, and 
similar projects.  

The abovementioned proves our dedication to the highest professional standards in dealings with supranational institu-
tions and European Union. 

The Department is also responsible for the long-term funding of the entire PBZ Group, i.e. the Bank and its subsidiaries. 
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Corporate Banking Products Department 

Privredna banka Zagreb has always been focused on the clients and the client needs, and for that purpose, at the beginning 
of 2016, we carried out a reorganisation with the aim of making it possible for large and medium-size companies to be 
offered products and services from one central spot, where we can provide a comprehensive review of business operations 
and the needs of a particular client in today's dynamic and demanding business environment. 

The Corporate Banking Products Department comprises the following functions: activities of the former Investment 
Banking Division – i.e. activities of the Capital Market Office, Custody Office and the Depositary Office, Brokerage 
Office, M&A Advisory Office, Structured Finance Office (which includes Syndicated Finance and Project Finance), In-
vestment Analysis Office, as well as the Factoring Office, Transaction Banking Office and PBZ Leasing.  

Factoring  

PBZ factoring, as one of the corporate banking products, refers to the purchase of short-term receivables of good quality, 
that have arisen as a result of the delivery of goods and the provision of services that took place between suppliers and 
buyers, on the basis of documents that prove the existence of receivables. By selling the receivables, the user of the 
factoring service can reduce the time needed for collection of its short-term receivables, originally subject to deferred 
payment, and in this way the client can significantly improve its liquidity, without having to take a loan. 

PBZ Factoring Office engages in purchases of receivables created in the course of domestic and international trade of 
goods and services, and is able to offer the following factoring services: domestic factoring, bills of exchange discounting, 
export factoring and import factoring. 

Transaction banking 

PBZ has recently paid a lot of attention to developing a range of transaction banking products intended for corporate 
clients, thus satisfying the demands of all client segments - from the smallest business entities to big multinational com-
panies, which now have at their disposal a large variety of products, from those simplest ones, related to opening and 
maintaining transaction accounts, to more complex products, which enable large clients centralised management and the 
optimum use of funds. 

The transaction banking products and services, as well as all other groups of products, are available to PBZ clients via a 
number of different electronic channels that range from a sophisticated system of Internet banking to the solutions for 
direct communication with the client systems. At the same time, PBZ devotes utmost attention to the development of the 
security systems in order to ensure maximum and full protection of business operations of its clients. Through cooperation 
with other banks of the Intesa Sanpaolo Group, PBZ has become a major player in the international market precisely 
because of the sophisticated and highly automated services it is able to offer to the most demanding groups of clients. 

Investment analysis 

Investment analysis serves as an indispensable source of information for the performance of investment banking opera-
tions and is equally valuable to other internal users, because - through preparation of industry research reports and corpo-
rate profiles/analyses - the relevant information is supplied regarding the trends in a specific industry or about the perfor-
mance of a specific company. The tasks of investment analysis are carried out by the Investment Analysis Office within 
the Department, which is unique in terms of the scope of analytical activities and the type of analyses it can conduct/offer, 
and it should be mentioned that other banks, our competitors, have not developed investment analysis as a product i.e. a 
(highly sophisticated) service in this way, as is the case at PBZ. Apart from establishing and maintaining contact with 
relevant agencies and experts from specific industries and companies, the task of the Investment Analysis Office is also 
to set up and develop relevant databases. 

Capital markets 

PBZ has earned a reputation in the capital market as a leader in providing innovative financing solutions, which our 
capital market team has successfully designed and delivered to the state, to local government units, and also to a large 
number of corporate clients.  

We are number one in terms of the number of public offerings of shares (IPOs, SPOs) that have been successfully arranged 
for our clients from different industries for the purpose of capital increase. PBZ is also a major player in the domestic 
debt market; as such, we have participated in the majority of domestic sovereign, corporate and municipal bond issues 
and commercial paper issues, thus handling the major portion of the total amount of debt issued in the domestic capital 
market. Together with Banca IMI, investment banking arm of ISP Group, we have participated on international markets 
in Eurobond issues for Republic of Croatia and Croatian corporates.      
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Corporate Banking Products Department (continued) 

Brokerage services 

In addition to carrying out purchases and sales of securities on domestic and foreign stock exchanges, the Bank’s broker-
age services consist of providing detailed information on trading activities, as well as supply and demand, readily avail-
able through electronic trading systems, and prompt reporting of securities transactions. Due to the quality of its brokerage 
service, the Bank has been recognised in the domestic market as one of the leaders in this area, especially in electronic 
trading. The key driver of our brokerage business is the internet platform, PBZ Investor, completely developed in-house, 
primarily for retail and institutional investors.  

M&A Advisory Office 

Our M&A Advisory Office provides advisory services related to mergers and acquisitions, corporate and financial re-
structuring and divestments, employee stock ownership programs, MBOs, LBOs and other transaction-based projects. 
We can provide support and assistance to companies that wish to enhance their shareholder value. We have a strong 
network base and strong presence in various industries, an in-depth understanding of the dynamics of the markets in which 
our clients operate, and are quite familiar with intricacies of deal structuring and negotiations. 

We have represented clients in a number of different industries, including tourism, food processing, confectionery indus-
try, transport and logistics, IT, retail trade, pharmaceutical industry, construction, oil and gas industry, and others. 

Structured Finance  

As the ultimate leader in the domestic financial market in providing agency services, PBZ’s Structured Finance Office 
provides syndicated and club financing facilities and project finance solutions to corporate investors, commercial banks, 
local government units and public entities.  

Our team’s dedication, breadth of experience, broad market knowledge and extensive business network of partners, both 
local and international, enable even the most complex transactions to be efficiently structured to suit clients' specific 
financing requirements. Privredna banka Zagreb has arranged syndicated loans for large transactions, both project finance 
and corporate deals, for clients from various industries, including infrastructure, healthcare, oil and gas, tourism, renew-
able energy, commercial real estate development (shopping centres), telecommunications, food processing, shipping and 
others. In addition to having a significant role in primary syndication, the Bank actively participates also in the secondary 
market (domestic as well as international). 

Custody services and depositary services   

The Bank takes great pride in providing top quality custody services to private and institutional clients from all over the 
world, and has established itself as a highly reliable partner that delivers efficient local custody services, due to its in-
depth knowledge of local legislation and market practices. At the same time, by establishing and continuously developing 
its own custodian network, the Bank is able to offer its domestic institutional and private clients easy access to local and 
foreign markets.  

Also, by being entrusted with the role of a depositary for top Croatian investment funds, we take all necessary steps to 
ensure that investors’ assets are protected, managed and valued in accordance with applicable regulatory requirements 
and recognized accounting standards. Our know-how and experience, combined with the ability to access local and re-
gional markets, provide our clients with the assurance that they will receive top-notch support required for the successful 
accomplishment of their business goals. 
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Small Business & SME Division  

In 2006, as one of the leading corporate banks, Privredna banka Zagreb d.d. founded Small Business and SME Divi-
sion (SME Group) with strong emphasis on small and medium businesses. SME Group is organized through three 
business departments in the Bank’s headquarters (SB Department, SME Department, CRM for Small Business and 
SME and Network Support) and business network.   

To develop strong business relationships with the clients, SME Group has a large business network for work in five 
regions, 16 SME Business Centres and 50 Sinergo desks with approximately 260 employees. 

The Group is focused on the development of new products and the improvement of the existing ones, implementation 
of innovative business applications, process optimization and organization in order to secure more efficient services 
for more than 70.000 clients – companies, crafts, self-employed persons and non-profit organizations. 

Clients can use the largest network of Branch Offices, ATMs (Cash-In/Cash-Out), day-night vaults and POS terminals. 

PBZ is the leader in technology, and that has been reaffirmed with the launch of Online Loans, the first product of its 
kind on our market in the SB segment. It is a type of a loan which is approved and contracted extremely fast through 
an online procedure. This is the first type of loan with a digital signature protecting the document content in terms of 
prominent security and court validity. We believe that digital signatures will replace physical signatures and that this 
is a truly safe and near banking operations future.  

This is one of the reasons for the continuous work on Internet and mobile banking improvement and safety, and 
therefore since 2019 we have in our offer the new Digital banking for business entities, and in the near future it will 
make it possible for clients to contract all basic services and products of the Bank. It represents an e-gate for the 
banking world which is within the reach of clients at any time and from anywhere. PBZ is the first bank which made 
it possible for online registered legal entities and craftsmen to open an account online, within the project of the Min-
istry of Economy, Entrepreneurship and Crafts entitled START.     

The biggest indicator of PBZ's quality service is the increasing number of users, as well as the more frequent use of 
direct distribution channels. The use of VISA Electron debit cards linked to transaction accounts, VIS Premium busi-
ness cards and the largest EFT POS terminals network are available with the support of PBZ CARD as a PBZ Group 
member. 

In cooperation with local and EU partners (HBOR, HAMAG, EIB, EBRD and EIF), we provide small and medium 
businesses an easier access to financing based on developed business models and long-term development loans for 
financing production, export and other development projects. 

SB Department & SME Department 

SB Department & SME Department are primarily responsible for the organization, portfolio management and sales 
monitoring, sales coordination and support, service model improvement, processes and products.  

SME Department has the aim to set up, maintain, manage and develop relationships with SME clients in order to 
strengthen the Bank's presence in that segment in line with the strategy and to achieve the segment’s sales targets and 
a high level of customer satisfaction. 

SB Department has the aim to identify customer needs, ensure coordination of sales for this segment and provide 
support to the corporate network and sales channels in order to achieve customer satisfaction.  

CRM for Small Business and SME and Network Support  

CRM for Small Business and SME and Network Support is divided in three sub-departments: CRM, Network Support, 
Product Development. 

Sub-department CRM is responsible for SME clients’ data management. It is also responsible for the business defini-
tion of distribution channels, revenue tracking, cost and profitability of clients and business centres, planning and 
calculating key business performance indicators and employee reward system. CRM’s role is managing sales cam-
paigns by using Customer Relationship Management and DWH tools through available communication channels of 
the Bank 
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CRM for Small Business and SME and Network Support (continued) 

Sub-department Network Support is responsible for providing support to the SB/SME network in the fulfilment of 
sales, performing administrative activities and resolving their operational requirements, administration and logistical 
support in cooperation with HR & Organization Department. Through the call centre it is also responsible for provid-
ing support to customers in the resolution of queries and complaints of customers, customer support for using elec-
tronic channels, and performing pro-active sales activities through outgoing calls.       

Sub-department Product Development is responsible for the development and maintenance of business applications 
and processes and for participating in the development of new products and services in cooperation with other business 
departments and IT.  

SME – Regional centres 

Sales Department is organized into 5 regional centres: Zagreb, Central Croatia, Dalmatia, Istria-Rijeka-Lika and Sla-
vonia, where 16 Business Centres and 50 Sinergo Desks are operating.  

The activities of employees in regions, business centres and SME desks are primarily focused on working with cus-
tomers by informing the same about all products and services of the Bank (deposits, loans, guarantees, letters of credit, 
factoring and the like) and on the sale of products and services to clients. 

Logistics areas 

Business areas focusing on client requirements can only fully exploit their potential if they are provided with a reliable 
and efficient infrastructure.  

The Accounting Department, Planning & Control Department, Treasury & ALM Department, Administrative & Fi-
nancial Governance Office, Procurement Office, Research Office and Data Office led by the Chief Financial Officer 
(CFO), provide skillful and in-depth support with regard to all financial monitoring and reporting matters, financial 
planning and budgeting as well as administrative assistance to the business areas.  

Listed below are the basic roles the business functions (mission): 

�x mission of the Accounting Department is preparation the Bank’s Financial Statements in accordance with 
the required standards, management, monitoring and taking into consideration all applicable tax laws and providing 
consultancy to the all Bank’s Structures on these matters, management of all accounting activities as well as prepara-
tion and submission of Regulatory reporting to the National Bank and to the other Regulatory Authorities; 

�x mission of the Planning & Control Department is to assist the Top Management in assessing the overall 
and segment specific performance as well as the strategic and market position of the Bank and the Group. The Planning 
and Control Department provides the business divisions/departments with financial and business information (by seg-
ment, product, channel, geographical area and organizational structure) and to supports them in analyzing and moni-
toring the relevant trends. The Department manages the all budget process (preparation of the strategic plan, budget 
and forecast for Bank and the Group), ensures the cost controlling of the Bank and the Group and identifies the strat-
egies for capital allocation for optimizing the capital usage and maximizing the value of the Bank;  

�x the Treasury & ALM Department  manages the liquidity of the Bank/PBZ Group in all currencies, the 
interest rate risk and the FX risks of the Bank/PBZ Group and the Bank/Group’s securities portfolios. Furthermore, 
the Treasury and ALM Department carries out all the necessary (cash and derivative) transactions in the monetary and 
financial markets and with the Central Bank, in order to manage the above mentioned activities within the limits 
assigned. The Treasury and ALM Department ensures the fulfilment of all relevant regulatory constraints and provides 
transaction execution services in the relevant financial markets for customers and sales functions; 

�x the Administrative  & Financial Governance Office  assists the Bank's Reporting Officer / CFO in the set-
up, implementation and application of the Administrative and Financial Governance Model in line with the Group 
standards and regulations, reviews and assesses adequacy and effectiveness of the administrative and accounting pro-
cedures, as well as of the internal controls system on financial information through identification and evaluation of 
those processes that affect financial reporting and the relevant risks and controls. Furthermore, it reports to the Parent 
Company about the execution and the outcomes of the testing program, identified weaknesses and implementation of 
the related remedial actions;  
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Business description of the Bank (continued) 

Logistics areas (continued) 

�x main duty and responsibility of the Procurement Office is management of the procurement process of all 
necessary goods and services for the Bank and its subsidiaries according to the Group Procurement Rules ensuring 
the regularity of the entire procurement process. The Procurement Office provides support to all the organizational 
units of the Bank and PBZ Group members in all the phases of the procurement process; 

�x the Research Office creates and maintains a database of all the relevant macroeconomic and financial indi-
cators and of all the major microeconomic variables for the countries in which PBZ Group operates, produces regular 
reports regarding major macroeconomic and financial market developments (current and expected), provides ad-hoc 
analyses and research in the microeconomic areas of industry, trade and banking, and provides the inputs and forecasts 
regarding the covered countries, necessary for the annual budget and long term planning of the local Bank, in coher-
ence with the Group guidelines; 

�x main duties and responsibilities of the Data Office are to set up and maintain a proper Data Governance 
framework and the development of the data governance culture within the Bank. The Data Office oversees the content 
and the coherence of the data feeding for the Parent Company, ensures the effectiveness of the data quality controls 
and oversees the process of managerial reporting in the area of the corporate data management. 

�x  ICT Department, Back Office Department, Payments Department and Logistic Office represents a key busi-
ness functions as part of the organization that serves the entire Bank by providing IT and communications assis-
tance, supporting distribution channels and feeding the system with financial information. 

�x mission of the ICT Department is to identify the ICT needs of the Bank and to define strategies, solutions 
and initiatives regarding architectures, technologies, standards and rules. ICT Department designs, implements and 
manages the applications, the central and distributed technological infrastructures coherently with the defined budget 
and objectives. Furthermore, the ICT Department assures the implementation and management of the ICT security 
measures and oversees the related incidents management; 

�x the Back Office Department performs back office activities related to all banking products and services, 
continuously monitors their service level and performs book-keeping records for the Bank and PBZ Nekretnine. The 
Department is proposing and participating in development of the relevant ICT solutions; 

�x mission of the Payments Department is to perform all the back office activities related to the outgoing and 
incoming payments, national, cross border and international in HRK and other currencies, performs the cash admin-
istration and handling activities and monitors processes related to SWIFT, RTGS and ACH, SCT, SDD, CSM. The 
Payments Department supports development of new products and services and implementation of regulatory require-
ments related to payments and proposes the evolution of the relevant ICT solutions; 

�x mission of the Logistic Office is to define the strategies and to manage the real estate portfolio of both Head 
Office and network structures and assures the effective and efficient maintenance of all Bank’s physical assets then to 
perform activities related to the general services and also to ensure environmental protection in respect of local and 
the Group requirements and to oversee organization’s environmental performance, developing, implementing and 
monitoring environmental strategies that promote sustainable development. 

Chief Risk Officer (CRO) area is a crucial part of our commitment to providing consistent, high-quality returns for 
our shareholders. It is our belief that delivery of superior shareholder returns greatly depends on achieving the appro-
priate balance between risk and return. Role of the Risk Management and Control Division is to protect the Bank from 
the risk of severe loss as a result of unlikely events arising from any of the material risks that Bank face and to limit 
the scope of materially adverse implications to shareholder returns. Within this area are the following structures: Risk 
Management Department, Internal Validation Office, Proactive Credit Management Office, Underwriting Depart-
ment, Recovery Department and Credit Portfolio Analysis and Administration Department. 

�x Risk Management Department is responsible for developing and prescribing elements of overall risk man-
agement system for the Bank and PBZ Group i.e. for defining the framework for risk management which includes 
rules, procedures and resources for identifying risks, quantifying / assessment of risk, mastering of risk management 
and risk monitoring, including determining the risk appetite and risk profile and reporting on risks to which the PBZ 
Group is exposed to or could be exposed to through its activities; 
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Logistics areas (continued) 

�x mission of the Internal Validation Office is to validate, for the Bank and PBZ subsidiaries, the internal 
models already operative or under development with regard to all risk profiles covered by Pillars I and II of the Basel 
Accord and to manage the internal validation process at the Group-level in line with the Parent company guidelines 
and in cooperation with the Regulatory Authority, then to verify performance and correct functioning of internal sys-
tems, including back testing analyses and benchmarking and periodically issue recommendations to operational func-
tions in relation to performance, functioning and use of the internal systems; 

�x Proactive Credit Management Office contributes to the implementation of an early warning system based 
on borrower’s monitoring so to early/timely identify signals of customer’s financial/commercial difficulties, design 
and activate the necessary measures/action plan for identified clients. Furthermore, this function analyses trends of 
specific credit indicators aiming at identifying retail products/client sub-portfolios showing increase of risk and in 
collaboration with the relevant functions defines proper corrective actions 

�x mission of the Underwriting Department  is management and assessment of credit risk through the process 
of loan approval and process of placements monitoring and participation in process of assignment and management 
of internal credit rating of the clients, process of management of credit protection instruments and in the process of 
early detection of increased credit risk; 

�x the Recovery Department is responsible for entire collection at the level of the Bank and for coordination 
of the collection at the level of the PBZ Group; 

�x mission of the Credit Portfolio Analysis and Administration Department is control of loan/credit docu-
mentation before loan utilization in order to reduce the operational risk, utilization of loan, care about integrity and 
completeness of loan/credit files in accordance with internal rules, policies and regulatory provisions, operatively 
management of the loan/credit files and collaterals, ensuring a comprehensive view of the credit portfolios and coor-
dinating all activities related to the 1st level credit controls. 

The Internal Audit Department, General Secretariat Office, Human Resources and Organization Department, Legal 
Department, Compliance Department, AMLOffice, PR & Marketing Communication Department, Customer Satis-
faction & Complaints Office and Cybersecurity & BCM Department are integral elements of the overall logistics and 
support of the business groups and the management. 

�x main duties and responsibilities of the Internal Audit Department are to ensure a constant and independent 
monitoring on the regular way of conducting the Bank’s activities and on the Bank’s processes in order to prevent or 
highlight anomalous or risky behaviours or situations, evaluating the functioning of the Internal Control System and 
its suitability to guarantee the efficiency and effectiveness of company’s processes, the safeguard of assets and the 
prevention from losses, the reliability and integrity of accounting information, the compliance of the performed trans-
actions with the policies established by the governance bodies as well as with the internal and external regulations. 
The Internal Audit Department provides advisory to the Bank’s functions and units, also by means of participating to 
projects in order to create added value and to improve the effectiveness of control processes, risk management and 
governance activities, supports the company’s governance and  ensures the Top Management, the Internal Bodies as 
well as the Regulators (i.e. Central Banks) with a prompt and systematic information flow on the Internal Control 
System status and on the findings of the activities carried out. The Internal Audit Department ensures the monitoring 
on the Internal Control System of Subsidiaries through audits or by governance activities to be executed towards 
relevant internal auditing functions; 

�x the General Secretariat Office provides comprehensive support to facilitate the execution of Bank’s Bodies 
meetings, as well as Internal Committees, and to manage the relationship with the Parent Group, the supervisory 
authorities and other regulators with reference to Bank corporate governance and legal status matters. Furthermore, 
the Office provides legal support to the relevant structures of the Bank in the field of corporate governance and legal 
status matters at the level of the Bank, which includes interpretation and application of the Companies Act, the Credit 
Institutions Act, and other regulations in the sphere of status law/corporate governance  
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Logistics areas (continued) 

�x mission of the HR & Organization Department is to govern the planning, development and management 
of human resources by guaranteeing the recruitment, remuneration, staff mobility and training of the human resources 
as well as the assignment of responsibilities, and by paying attention to the enhancement of expertise, skills develop-
ment, merit recognition and internal satisfaction levels. It manages internal communication initiatives (except of In-
tranet) aiming at facilitating development of the corporate values and culture and to plan, design and manage instru-
ments that enable the integration of social and environmental responsibility and sustainability within Bank's activities. 
Furthermore, it supports the development of the Bank by leveraging all organizational assets (such as models, sizing 
tools, processes and rules), as well as by providing support to the Bank in project management and by coordination of 
the demand management of IT services 

�x mission of the Legal Department is to provide legal assistance to all organizational units of the Bank aiming 
at assuring a proper interpretation and application of laws and regulations and to provide the representation and de-
fense of the Bank’s interest in legal disputes and other legal proceedings   

�x the Compliance Department guarantees effective and efficient governance of the compliance risks and as-
sociated controls according to the provisions of local Authorities and the Parent Company Guidelines and along with 
that to ensure constantly monitoring that the Bank and its employees are compliant with the requirements of General 
Data Protection Regulation (GDPR), also providing advice to the Group's corporate functions for data protection 
impact assessments, where requested by the data controller / data processor; 

�x mission of the Anti Money Laundering (AML) Office  is to ensure and provide the management of anti-
money laundering, terrorism financing and embargoes in the Bank according to indications of Parent Company Guide-
lines and Local Authorities; 

�x mission of the PR & Marketing Communication Department is to manage and coordinate the communi-
cation activities addressed to external audience with the purpose of providing them with economic, financial, institu-
tional and regulatory information and developing and enhancing a positive corporate image and reputation of the Bank 
itself and PBZ Group in the whole as well as to plan and to implement promotion of the products and services of the 
Bank and PBZ Group members for all segments; 

�x the Customer Satisfaction & Complaints Office is responsible for promoting the improvement of the cus-
tomer experience, increasing of the customer satisfaction and loyalty and setting up a consumer-centric culture within 
the Bank. The Office is responsible for monitoring and analyzing of the customer satisfaction and loyalty, the level of 
quality of provided services and to identity, to undertake and to monitor activities and plans for improvement of the 
customer’s satisfaction. The Office is responsible to handle customers written complaints, disavowals and appeals to 
ADR from customers (through recording, handling, reporting and conducting of analysis with the purpose of intro-
duction for necessary improvements); 

�x mission of the Cybersecurity & BCM Department is to define strategies and policies related to cybersecu-
rity and information security matter, physical security (including occupational health and safety duties), business con-
tinuity and fraud prevention, to oversee their correct implementation, to manage risks linked to specified areas. This 
unit manages the Business Continuity Plan of the Bank, monitors activities in order to detect and handle any fraudulent 
actions, defines health and safety at work measures and assure their correct implementation. Role of Department is to 
spread culture of cybersecurity and information security, physical security (including occupational health and safety 
duties), fraud prevention and business continuity within the Bank by identifying the needs of awareness, communica-
tion and education of employees and by developing contents and the educational trainings. Department’s duty is to 
coordinate at PBZ Group Level all activities related to cybersecurity, information security, Business Continuity Man-
agement, physical security and health protection executed by PBZ subsidiaries. 
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Business description of the Group 

Joining the Intesa Sanpaolo Bosna and Herzegovina in 2015 and Banka Intesa Sanpaolo d.d. Slovenia in July 2017 
the Privredna banka Zagreb Group is a multinational based financial services group which provides a full range of 
retail and corporate banking services to customers in Croatia, Bosna and Herzegovina and Slovenia. At the end of 
2019 the Group employs some 5,209 employees and serves over 2.0 million both private and corporate clients in the 
three countries. PBZ Group is a well-organised institution whose market share in the overall banking system stands at 
20.3 percent in Croatia (data from October 2019), 9.6 percent in Bosna and Herzegovina and 6.5 percent in Slovenia. 

On 31 December 2019 the Group consisted of Privredna banka Zagreb d.d. and 6 subsidiaries and one associate (31 
December 2018: 6 subsidiaries and one associate). 

The composition of the Group and a brief description of each subsidiary are set out below. 

 

PBZ Card  

PBZ Card is the leading company in the charge and credit cards business of the citizens and legal entities which also 
includes business with merchants for the purpose of card acceptors. The assortment of the Company includes a great 
variety of card products including Premium Visa of PBZ Card, Visa and Mastercard of Privredna Banka Zagreb, from 
charge, debit, debit delayed to credit, prepaid and other cards intended for private holders and legal entities. The success 
of PBZ Card is based on its broad knowledge and rich experience build over the fifty years period in credit card business 
and its strong position build by Privredna Banka Zagreb as the leading bank in introducing new technologies in card 
business.  

The year 2019 was marked by the migration of American Express portfolio to Visa Premium, issuing of new Visa Pre-
mium cards that started in July 2019 and replacement of all existing cards which was successfully completed by the end 
of the year. Namely, following the decision of American Express to leave the licence business model on the EU market, 
the American Express cards issued by PBZ Card could have been used only till December 31st 2019. Bearing in mind the 
long-standing successful card business and strategic orientation of PBZ Group towards cutting-edge card services and 
client benefits, a major migration project of the entire PBZ Card portfolio to the new card brand was initiated. The goal 
of this project was to assure to all PBZ Card's users and business partners continued usage of all existing benefits and 
adding additional benefits offered by the new card brand. This largescale project that included a new card business model 
  

Privredna banka Zagreb dd

PBZ stambena
štedionica dd100%

PBZ Nekretnine doo
100%

PBZ Croatiaosiguranje 
dd50%

PBZ Card doo100%

PBZ Leasing doo100%

Intesa Sanpaolo banka dd
Bosnai Hercegovina

100%

Intesa Sanpaolo bank 
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Business description of the Group (continued) 

PBZ Card (continued) 

development, its implementation, the selection of a new strategic partner to whose brand the existing cards would be 
migrated, new portfolio development and, finally, migration to the new brand was in the business focus for 2019. 

As its strategic partner, PBZ Card has chosen Visa, one of the world's strongest credit card brands. Thanks to the strong 
market position of Visa, a global company for technological payments and world leader in digital payments, the clients, 
alongside with the current benefits developed for them by PBZ Card, will have even broader credit card acceptance, 
higher security standards (contactless payments, PIN, RD secure system), using new innovative technologies and solu-
tions. 

Alongside new card products, new benefits for clients and sales establishments have also been designed, including com-
munication and sale strategy, technical system architecture, security solutions, organization and communication with 
numerous suppliers. A fully new card portfolio with 12 Premium Visa cards has been created taking into consideration 
every single client, his or her needs and lifestyle. A great attention has been dedicated to the visual image of cards that 
are dominated by constellation and lion motives that symbolize tradition, strength, courage, leadership and confidence. 
At the beginning of July 2019, PBZ Card started issuing Premium Visa cards accompanied by public launch of these 
unique cards on our market, putting into services the new digital channels as well as a strong media campaign. In August 
2019 started the conversion from American Express cards to the new Visa Premium cards, and by the end of 2019 the 
entire portfolio was converted to the Visa Premium brand. Additionally, strengthened by the partnership with Visa, PBZ 
Card remains strategically focused on providing cutting-edge services and development of new benefits for its clients and 
business partners. 

As the main credit card acquirer in Croatia, PBZ Card has continued its cooperation with American Express in the part 
of card acceptance at its sales establishments, and has become, at the end of the last year, the first Croatian company on 
the market to introduce the acceptance of UnionPay cards at its sales establishments, a brand with the world largest client 
network with over 7 billion issued cards. 

PBZ Card continues to hold the leading position on the domestic market in 2019. At the end of the previous year, taking 
into consideration the number of cards, PBZ Group held 27.6 percent of the total Croatian active cards and with a 28.2 
percent the leading position on the credit card market. The total transaction volume in 2019 of Visa Premium, Visa, 
Mastercard and American Express achieved on all channels accounted for 35.1 percent of total transaction volume on 
Croatian card market achieved in the first three quarters of 2019. In the same year, PBZ Card also maintained the leading 
position in number of EFT POS devices with 31.1 percent of the market share.  

In the year 2019 a number of activities have been carried out to strengthen the reputation of PBZ Card as a socially 
responsible company. The extensive work related to the promotion of humanitarian project "Do Good Every Day" 
launched by PBZ and PBZ Card and aimed at helping children and young people continued. By the end of 2019 a total 
of HRK 18.7 million was collected. PBZ Card has made 40 donations, including 29 donations to pediatric wards and 
children's hospitals and 11 donations to social care institutions for better healthcare and social welfare of children and 
young people in Croatia. 

PBZ Stambena Štedionica 

PBZ Stambena Štedionica is a member of the PBZ Group and in the 100 percent ownership of Privredna banka Zagreb. 
PBZ Stambena Štedionica was founded in 2003 and is doing its business according to the Law on housing savings and 
government incentives to housing savings. Housing savings include organized collection of cash deposits from natural 
entities aimed at meeting the housing needs of depositors by means of loan approval for house building purposes in the 
area of the Republic of Croatia with financial support of the Government. Depositors, besides the interest received on 
their deposits from Štedionica, are also entitled to government incentives, which are related to the amount of deposits 
made in their housing savings accounts up to a limited amount. The government incentives are determined by the special 
decision taken by the Government each year.  

PBZ Stambena Štedionica offers its clients four types of savings: Prima, Basic, Golden and Golden Children’s Savings. 
Prima savings are aimed at clients whose goal is to make use of a housing loan as soon as possible. The Basic savings are 
aimed at clients who want to dispose of a larger amount of deposits for investments through a longer loan repayment 
period. The Golden Savings are aimed at clients whose first interest is in saving money. In order to promote the savings 
products with young clients PBZ Stambena Štedionica offers the Golden Children's Savings intended for children under 
13 years. Depending on their needs during the saving period, depositors can change the savings type, as well as gain the 
right to take out a housing loan by means of interfinancing programme even before the savings period has expired. 
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PBZ Stambena Štedionica (continued) 

Housing savings contracts can be made in all branches of Privredna banka Zagreb, where clients can obtain all the nec-
essary information on housing savings and their existing housing savings accounts, make deposits into their savings ac-
counts as well as the payment of their housing loan instalments.  

Currently PBZ Stambena Štedionica has over 105,000 active housing savings accounts and deposits amounting to HRK 
1.75 billion. 

PBZ Leasing  

PBZ Leasing is wholly owned by Privredna banka Zagreb d.d. Company was founded in 1991 under the name of 
"PBZ Stan". In the beginning it dealt with property appraisals and restructuring of the public housing fund. From 1995 
until 2004, the company commenced granting car purchase loans by placing funds of Privredna banka Zagreb d.d.  

From 2004, leasing has become core business activity of the company. Through finance and operating leases, the 
Company engaged in financing of real estates, personal and commercial vehicles, vessels, machinery and equipment. 
In the last year the Company made new leasing placement in amount of HRK 486 million. 

By the end of 2019, PBZ Leasing made over 8.8 thousand (2018.: 7.5 thousand) active lease arrangements with cus-
tomers, which in financial terms reached HRK 1,164 million (2018; 1,083 million). 

PBZ Nekretnine  

PBZ Nekretnine is a wholly owned subsidiary of Privredna banka Zagreb d.d. which engages in property transaction 
services, real estate valuation, financial and technical supervision over the construction of real estate. Privredna banka 
Zagreb d.d. established PBZ Nekretnine with the goal of providing its clients with a complete range of services relating 
to property and investment in business projects. PBZ Nekretnine offers apartments, houses, business premises, con-
struction sites and other properties for sale. 

The activities of PBZ Nekretnine involve property transactions services (mediation in the sale, lease, property renting), 
appraisal of property value, construction, planning, construction supervision, construction evaluation, preparation of 
feasibility studies for investments, as well as legal supervision of works. 

PBZ Nekretnine has a professional team capable of answering all its clients' complex requests. The company provides 
all kinds of services related to the activities mentioned, no matter how specific and complicated the clients' demands 
are. PBZ Nekretnine employs highly trained employees, (civil engineers, architects, economists, lawyer), seven of 
which are court experts in the field of construction. 

The company has been operating successfully within the Group since it was founded at the beginning of 1999. For the 
needs of its clients, PBZ Nekretnine has developed a network of associates and at the moment collaborates with over 
50 external associates. 

Intesa Sanpaolo banka Bosna i Herzegovina 

Intesa Sanpaolo Banka dd Bosna i Herzegovina was established in Sarajevo in 2000 as UPI bank dd Sarajevo. In 2006 
the main shareholder became Intesa Sanpaolo Holding S.A Luxembourg, with 94.92 percent of ownership. In July 
2007, UPI banka finished the merger process with LT Gospodarska banka dd Sarajevo. In 2008 the Bank change its 
name in Intesa Sanpaolo Banka dd Bosna i Hercegovina. 

Part of Intesa Sanpaolo Group from Italy, the Bank’s majority shareholding was purchased in July 2015 by former 
sister company Privredna Banka Zagreb d.d., within the framework of an equity investments portfolio reorganization 
undertaken by the parent group, that during 2017 became 100 percent owner of the Bank. 

As of September 2019, Intesa Sanpaolo Banka dd BiH is the 5th bank in Bosnia and Herzegovina by Total Assets, present 
in the country with 43 agencies in the Federation of BiH and 5 agencies in Republika Srpska. Its business operations are 
mainly concentrated (96 percent of Total Assets) in Federation of BiH, where the Bank ranks 3rd in total assets and total 
loans, with respective market shares of 9.6 percent in Total Assets, 10.9 percent in loans and 9.2 percent in Deposits.  

ISP Banka BiH performs general banking business with Retail and Corporate clients offering all ranges of products and 
commercial services commonly traded in the industry at BiH level.  

The Bank’s maintains its commercial presence on the territory of BiH through its agencies and ATM network and further 
strengthens its cooperation with merchants and clients with the expansion of POS network. Support to private individuals 
and legal entities is shown by the development of product portfolio but most of all through available credit to the economy 
represented by more than HRK 6.7 billion gross disbursement of loans during 2019. 
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Intesa Sanpaolo Bank Slovenia 

Intesa Sanpaolo Bank, formerly known as Banka Koper, was founded in 1955 and is the 6th largest commercial bank in 
Slovenia in terms of total assets, 6th largest bank in terms of loans and 5th largest in terms of deposits. The bank operates 
through a network of 49 branch offices located in the major Slovenian cities throughout the country. 

Throughout the entire period of its existence, Intesa Sanpaolo Bank has grown and contributed to the growth of the 
economy through its successful operations. The Bank is one of the first banks in Slovenia to have shifted its business to 
digital platforms and at the same time the bank has maintained the highest credit rating of all commercial banks in Slo-
venia during the financial crisis period. 

By renaming to Intesa Sanpaolo Bank and by transferring majority ownership to Privredna Banka Zagreb in 2017, the 
Bank laid the foundations for a further growth and development. The Bank’s business strategy aims to revamp the Group's 
operations in Slovenia by targeting new business areas in retail, wealth management and corporate finance. With the new 
strategy and Business Plan for the period 2018–2021, the Bank pursues the goal of establishing itself as a modern, efficient 
and innovative bank in the all-Slovenian territory. 

PBZ Croatia Osiguranje  

PBZ Croatia Osiguranje a joint stock company for compulsory pension fund management. The company was incorporated 
on 26 July 2001 in accordance with changes in Croatian pension legislation and it is a mutual project of both Privredna 
banka Zagreb d.d. and Croatia osiguranje d.d. with ownership in the company of 50 percent belonging to each shareholder. 

The principal activities of PBZ Croatia Osiguranje include establishing and management of the compulsory pension funds 
category A, B and C. Following the initial stages of gathering members, PBZ Croatia Osiguranje - fund category B became 
one of the three largest compulsory funds in the country. The company's pension funds continued to operate successfully 
during 2019.  

At this point, pension funds under management have nearly 383 thousand members and net assets in personal accounts 
exceeding HRK 19.1 billion, which represents a sound base for the long-term stable and profitable operation of the com-
pany. 
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The statement on the implementation of corporate governance code  

As a member of Intesa Sanpaolo group, Privredna banka Zagreb adheres to the objectives and guidelines of the Cor-
porate Governance Code and the principles contained therein in accordance with regulations and directives of Repub-
lic of Croatia, Croatian National Bank and best practices. The aim of such corporate governance is to ensure effective 
and transparent distribution of the roles and responsibilities of its corporate Bodies, proper balance of strategic super-
vision, management and control functions with emphasis on risk management, protection of assets of the Bank and its 
reputation. 

Corporate governance structure 

In accordance with the Companies Act, the Credit Institutions Act, and the Bank's Articles of Association, the bodies 
of the Bank are the General Meeting, the Supervisory Board, and the Management Board. The mentioned acts regulate 
also their duties and responsibilities. 

General Meeting of the Bank  

The General Meeting decides on issues stipulated by law and by the Articles of Association and, among other, it 
adopts the Articles of Association, decides on the allocation of profits, decides on an increase and a reduction of the 
share capital, appoints and relieves of duty members of the Supervisory Board, grants the approval of action to mem-
bers of the Management Board and of the Supervisory Board of the Bank, appoints the external auditor of the Bank, 
and performs also other tasks in compliance with the law and the Bank's Articles of Association. 

In past year a regular Annual General Meeting was held on 2 April 2019, while two Extraordinary General Meetings 
were held on 24 July 2019 and 20 November 2019. 

Supervisory Board  

The Supervisory Board of the Bank supervises the conduct of business affairs in the Bank. With this end in view, it 
goes through and examines the Bank's business books and documentation. The Supervisory Board submits to the 
General Meeting of the Bank a written report on the supervision exercised with respect to the conduct of business 
affairs in the Bank. The Supervisory Board consists of seven members. As a rule, regular Supervisory Board meetings 
are called quarterly. The Supervisory Board may decide on important and urgent matters in meetings held by letter. 
Twenty Supervisory Board meetings were held in 2019. The members of the Supervisory Board of the Bank are 
elected for a three-year term of office. 

Members of the Supervisory Board are the following: 

Ignacio Jaquotot, President of the Supervisory Board, independent – term of office from 23 April 2019 

�'�U�D�J�L�Q�M�D�����X�U�L�ü����Deputy President of the Supervisory Board – term of office from 1 April 2017 

Adriano Arietti, Member of the Supervisory Board, independent – term of office from 22 February 2017 

Branko Jeren, Member of the Supervisory Board, independent – term of office from 22 April 2019 

Giulio Moreno, Member of the Supervisory Board – term of office from 29 November 2017 

Paolo Sarcinelli, Member of the Supervisory Board – term of office from 31 March 2019 

Christophe Velle, Member of the Supervisory Board – term of office from 18 October 2019 

Termination of office in 2019: 

Giovanni Boccolini, President of the Supervisory Board – resigned effective 2 April 2019. 

Audit Committee 

Pursuant to the Articles of Association of Privredna banka Zagreb d.d., the Supervisory Board established the Audit 
Committee at its 15th meeting held at 10 December 2002. The work of the Audit Committee is governed by the Audit 
Committee Charter. 

The Audit Committee has been appointed in accordance with the law and the parent bank's rules. In 2019 until 31 
October, it worked as a body composed of five members. Namely, the composition of the Audit Committee was 
aligned in June 2018 with the provisions of the new Audit Act so that the Committee is now composed of three 
independent members of the Supervisory Board of the Bank, appointed by the Supervisory Board, and two members 
appointed by the General Meeting of the Bank. As of 1 November 2019, Audit Committee is composed of three 
members of the Bank`s Supervisory Board appointed by the Supervisory Board. Most of the members of the Audit 
Committee are independent from the Bank.  
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The statement on the implementation of corporate governance code 
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Supervisory Board (continued) 

Audit Committee (continued) 

During 2019 six meetings of the Audit Committee were held, discussing the issues within the competence of the 
Supervisory Board. The Audit Committee helped the Supervisory Board in carrying out its duties related to the super-
vision of the financial reporting process, the audit process (including the recommendation of the General Meeting for 
the election of the external auditor), as well as compliance with laws, regulations, rules and the code of ethics.  

The Supervisory Board, with the help of the Audit Committee, monitored the adequacy of the internal control system, 
which is achieved through three independent control functions (internal audit, risk control, compliance), and in order to 
establish such a system of internal controls that will enable early detection and monitoring of all risks to which the Bank 
is exposed in its operations.  

Composition of the Audit Committee at 31 December 2019: 

�x Giulio Moreno, President of the Audit Committee (until 1 April 2019 Member of the Audit Committee) 
�x Adriano Arietti,  Member of the Audit Committee (independent Member of the Supervisory Board) 
�x Branko Jeren, Member of the Audit Committee (independent Member of the Supervisory Board) 

Members in 2019 until resigned: 

�x Giovanni Boccolini, President of the Audit Committee (independent) – until 1 April 2019 
�x Mauro Zanni,  Member of the Audit Committee – until 30 October 2019 
�x Gianluca Tiani, Member of the Audit Committee – until 30 October 2019 

Permanent invitees attending Audit Committee meetings at 31 December 2019: 

�x Marco Valle - from 12 December 2019 
�x Massimo Coassolo – from 28 May 2019 
�x Mauro Zanni – from 31 October 2019 

Until 27 May 2019, the following meetings of the Audit Committee were attended by: 

�x Antonio Furesi 

Technical committees of the Supervisory Board 

In 2014, in accordance with the provisions of the new Credit Institutions Act, as a significant credit institution the 
Bank established three technical committees of the Supervisory Board: Remuneration Committee, Nomination Com-
mittee, and Risk Committee, which are responsible for the Bank and its subsidiaries in the Republic of Croatia. Each 
committee has three members who are appointed from among the members of the Supervisory Board, and which 
mandate lasts for the duration of their term on the Supervisory Board, of whom one is the committee president. All 
members of the Supervisory Board appointed to these committees have appropriate knowledge, skills, and expertise 
that Croatian regulations require for membership in committees, especially for membership in the Risk Committee. 
In 2019 all the three committees held meetings at which they discussed issues within their competence in accordance 
with the Credit Institutions Act, the Charter of the Committees of the Supervisory Board of the Bank, and relevant 
decisions of the Croatian National Bank. 

Remuneration Committee 

Ignacio Jaquotot, President – term of office until 23 April 2022 

Adriano Arietti, Member – term of office until 22 February 2020 

Branko Jeren, Member – term of office until 22 April 2022 

Nomination Committee 

Ignacio Jaquotot, President – term of office until 23 April 2022 

�'�U�D�J�L�Q�M�D�����X�U�L�ü����Member – term of office until 1 April 2020 

Branko Jeren, Member – term of office until 22 April 2022 
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Supervisory Board (continued) 

Technical committees of the Supervisory Board (continued) 

Risk Committee 

Paolo Sarcinelli, President – term of office until 31 March 2022 

Adriano Arietti,  Member – term of office from 22 February 2020 

Christophe Velle, Member – term of office from 18 October 2022 

Management Board of the Bank 

The Management Board conducts business operations of the Bank. The Board consists of seven members who are 
appointed for a three-year term of office and entrusted with a specific area of responsibility. The Management Board 
regularly meets fortnightly to reach management decisions. Management Board meetings are regularly attended by 
�'�U�D�å�H�Q���.�D�U�D�N�ã�L�ü�����&�)�2���� 

Enlarged meetings of the Management Board of the Bank are held monthly and they include the participation of heads 
of subsidiaries in the Republic of Croatia (PBZ Card d.o.o., PBZ Nekretnine d.o.o., PBZ stambena štedionica d.d., 
PBZ Lesing d.o.o.) and subsidiary banks (Intesa Sanpaolo Banka d.d., BiH, Banka Intesa Sanpaolo d.d., Koper). These 
meetings are also regularly attended by representatives of the responsible organisational units of the parent bank's 
ISBD. These meetings consider financial reports and important issues concerning business operations of the men-
tioned subsidiaries. 

Members of the Management Board of the Bank in 2019 were the following: 

�'�L�Q�N�R���/�X�F�L�ü, President of the Management Board, manages the activities of the Management Board and coordinates 
all business functions within the Bank and the PBZ Group, and he is also responsible for: Control and Staff functions: 
Internal Audit, Compliance and Anti-Money Laundering, HR and Organization, Legal Affairs, PR and Marketing 
Communication, General Secretariat, Customer Satisfaction, term of office from 11 February 2018.  

Alessio Cioni, Deputy President of the Management Board, is responsible for Control and Staff functions: Security 
and Business Continuity Management, Project Management in terms of strategic projects; area under the authority of 
the Chief Financial Officer: Accounting, Planning and Control, Treasury and ALM, Administrative and Financial 
Governance, Procurement, Research, Data Management; coordination of the Risk Management and Control Division 
save for the Risk Management Department and coordination of the COO Area save for the Financial Operations Office 
under the authority of the Chief Financial Officer, and coordination of subsidiary banks in accordance with the Sub-
sidiary Bank Coordination Committee, term of office from 13 September 2017. 

Darko Drozdek, Member of the Management Board responsible for the Small Business and SME Division, renewed 
term of office from 24 October 2019. 

Ivan Gerovac, Member of the Management Board responsible for the Corporate Division, term of office from 11 
February 2018. 

Draženko Kopljar, Member of the Management Board responsible for the operations area (Chief Operating Officer): 
Payments, Back Office, ICT, Real Estate and Logistical Support, term of office from 11 February 2018. 

Ivan Krolo , Member of the Management Board responsible for the Retail Division, term of office from 11 February 
2018.  

�$�Q�G�U�H�D���3�D�Y�O�R�Y�L�ü�� Member of the Management Board responsible for the Risk Management and Control Division, a 
renewed term of office from 15 May 2019. 

Committees of the Management Board of the Bank: 

In performing its duties, the Management Board establishes committees and other bodies to assist it in its work and 
transfers some of its powers to such committees. In the period 2017 - 2019 a new corporate model was established for 
the Bank and the subsidiary banks. New committees were established, some committees were disbanded, and the 
Rules of Procedure of the Management Committees of the Bank were adopted to govern their composition and com-
petences. The committees are mainly composed of members of the Management Board, but they are attended by the 
responsible management (as committee members or permanent invitees) and some also by representatives of the parent 
bank. 
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Committees of the Management Board of the Bank (continued) 

Management Committees: 

Credit Risk Governance Committee – decision-making and advisory committee whose mission is to ensure a qualified 
and coordinated management of credit risk within the exercise of credit prerogatives of the Bank in compliance with the 
applicable laws, ISP Group regulations and Parent Company strategic decisions: the Committee’s main responsibility is 
to define and update credit risk strategic guidelines and credit management policies based on the constant credit portfolio 
monitoring. 

Credit Committee – decision-making committee of the Bank regarding performing counterparties, whose main responsi-
bility consists in adopting credit decisions in line with the issued strategic guidelines and credit policies, while acting 
within the credit prerogatives of the Bank and in compliance with the applicable laws of the Republic of Croatia, internal 
acts of the Bank, and ISP regulations/guidelines. 

Junior Credit Committee – responsible for adopting decisions on performing clients (legal entities) in accordance with 
the authority it was delegated by the Management Board of the Bank. 

Problem Assets Committee – decision-making committee of the Bank regarding risky and non-performing counterparties, 
whose main responsibility consists in taking the necessary measures in order to prevent and mitigate credit losses con-
nected with risky and deteriorated assets. 

Assets and Liabilities Management Committee (ALCO) – decision-making and consultative committee, focused on finan-
cial risks governance, on the active value management issues, on the strategic and operative management of assets and 
liabilities and on financial products governance in compliance with Parent Company guidelines, Bank’s internal regula-
tions, laws, rules and regulations set by the competent Authorities; the Committee, acting within the limits of the delega-
tions and competences established by the Management Board, is dedicated to the following areas: (a) Financial Risk 
Governance and Assessment, (b) Operative Management, (c) Financial Products Governance. 

Financial Products Technical Committee – decision-making and consultative committee that, within the overall Bank’s 
governance framework for financial product offered to retail clients, supports the Assets & Liabilities Management Com-
mittee and is entrusted with the definition, the analysis and the evaluation of the characteristics of the Financial Products’ 
offer and monitors their performance over time, in compliance with ISP Group guidelines, Bank’s internal regulations, 
applicable laws, rules and regulations set by the competent authorities.   

Operational Risk Committee – decision-making and advisory committee whose mission is to ensure a qualified and com-
petent management of operational risk issues (ICT/cyber risk and security management inclusive), in compliance with 
the applicable laws, Group regulations and internal procedures. 

Change Management Committee – responsible for the strategic management of changes within the Bank’s overall oper-
ations through the definition and monitoring of the Bank’s project portfolio, prioritizing the respective projects and in-
vestments in line with the Bank’s strategy, monitoring of the related activities and spending as well as solving any esca-
lated issues.  

Internal Controls Coordination Committee – advisory committee, acting within the limits of the delegations and compe-
tences established by the Management Board of the Bank, with the aim to strengthen the coordination and the cooperation 
among control functions in PBZ Group, facilitating the integration of risk management processes. 

Banking Subsidiaries Coordination Committee – decision making and consultative committee whose aim is to set the 
operative strategy for a coordinated development of the Banking Subsidiaries of PBZ d.d. (Bank or PBZ), ensuring namely 
the efficient implementation of the ISP and PBZ Group initiatives, sharing best practices, application of the robust gov-
ernance and optimization of the resource allocation. 
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Key elements of the systems of Internal controls and risk management relating to financial 
reporting for the Bank and the Group 

The Bank's and the Group's overall control systems include: 

�x appropriate organizational structure at all levels with segregation of duties and defined authority limits and reporting 
mechanisms to higher levels of management 

�x internal controls integrated into the business processes and activities 

�x accounting and administrative policies and procedures within the scope of the control functions relating to key risks 

�x dual corporate governance model consisting of a Supervisory Board and a Management Board which has confirmed 
its concrete operation and consistency with respect to the overall structure, demonstrating its capacity to meet the 
efficiency and effectiveness needs of governance of a structured and complex Group 

�x Management Committees with responsibility for core policy areas 

�x reconciliation of data, consolidated into the Group’s financial statements, giving a true and fair view of the financial 
position of the Bank and Group. A review of the consolidated data is undertaken by Management Board to ensure that 
the financial statements have been prepared in accordance with required legislation and approved accounting policies 

�x a Code of Conduct establishing the basic standards of conduct of the members of the Management Board and su-
pervisory bodies, as well as employees and external collaborators who are, within their roles, obliged to perform their 
duties in the interest of the Bank, the PBZ Group, and their shareholders in a diligent, proper, just and professional 
manner 

�x the Code of Ethics between the Bank and all its stakeholders describing the values in which the Bank believes and 
to which it is committed, outlining the principles of conduct which derive from the context of the relationship with 
each stakeholder and, consequently, raising the standards that each person within the Credit institution must maintain 
in order to merit the trust of all the stakeholders. 

The basis of the Bank's and the Group's internal control system is internal policy that defines the basic principles, 
structure and activity holder functions of internal controls, which contributes to proper corporate governance and 
business transparency promotion ensuring safe and stable operations in accordance with the regulatory requirements. 
The main features are as follows: 

�x a comprehensive set of accounting policies and procedures relating to the preparation of the annual financial statements 
in line with, International Accounting Standards, International Financial Reporting Standards as adopted by the European 
Union, and the Decision of the Croatian National Bank on the Structure and Content of the Annual Financial Statements 
of Banks, dated 9 May 2018 (Official Gazette 42/18) 

�x Bank's Internal Audit that oversees the overall operations of the Bank to assess the adequacy of the established system 
of internal controls 

�x independent specialized bearers of control functions responsible for the identification, assessment and risk management, 
including Risk control and Compliance function 

�x Office for Administrative and Financial Governance ensuring the reliability of accounting and financial reporting, con-
trolling and protecting system of internal controls for the preparation of financial information 

�x a compliance framework incorporating testing of specific controls over key financial processes to confirm that the 
Bank's key controls are appropriate to mitigate the financial reporting risks 

�x Internal Controls Coordination Committee established to strengthen the coordination and the cooperation among the 
various Bank's control functions, facilitating the integration of risk management process 

�x the Annual Report is subject to detailed review and approval through a structured governance process involving senior 
and executive finance personnel. 
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Risks to which the credit institution is or might be exposed 

Bank directs particular attention to identification of risks to which is or might be exposed to. Identification is con-
ducted through risk mapping – technique that is used to determine the existence of risks and assess risk significance 
for each of the defined units of observation. Units of observation can be: 

�ï in a comprehensive risk identification: all legal entities in the PBZ Group, meaning that the existence and 
significance of all types of risks is determined for each member of the PBZ Group, or  

�ï in a partial risk identification: individual members of the PBZ Group, introduction of new products, outsourced 
activities, and the like. 

Identification is comprehensively conducted in cooperation with senior management of the PBZ Group and relevant 
control functions as one of the key phases of ICAAP process. The comprehensive risk identification and mapping is 
performed on annual basis, the procedure is also used partially in case of outsourcing, introduction of new products 
or implementation of significant business changes.  

The risk mapping is based also on Risk catalogue containing risk definition used by the PBZ Group, which are aligned 
to risk definitions defined within CNB Decision on risk management and mapped to corresponding ISP risk.  

Risk map of PBZ Group: 

 

High significance Medium significance Low significance 

�ƒ Credit risk 

�ƒ Liquidity risk 

�ƒ Operational risk 

�ƒ Interest rate risk 

�ƒ Strategic risk 

�ƒ Reputational risk 

�ƒ Outsourcing risk 

�ƒ Market risk 

�ƒ Equity risk in banking book 

�ƒ Real estate risk 

�ƒ Risk of excessive financial lev-
erage 

 

 

Credit risk  - The Bank as a credit institution is primarily oriented to the providing traditional banking services (loans, 
deposits) which account for a major portion of total assets of the Bank therefore the credit risk represents the most 
significant risk for the Bank. Capital requirement for credit risk represents a major part of total regulatory capital 
requirement. Bank puts continuous focus on credit risk management and particular attention is directed to maintenance 
of sound credit portfolio and appropriate credit risk measurement and monitoring.  

Therefore, as a key and most significant risk in Bank's portfolio, credit risk is defined as a risk of high significance. 

Liquidity risk – During 2019, Bank continued period of high liquidity and ensured alignment to all internal and 
external requirements. Nevertheless, the liquidity management process in the Bank is continuously being improved – 
both in terms of liquidity governance principles and enhancement of technical support/ tools for liquidity measure-
ment. Liquidity risk will continue to be treated as highly important, with ongoing focus on ensuring continuously 
sufficient level of liquidity and constant alignment with regulatory requirements and other valid regulations. Moreo-
ver, adequate focus is also directed to structural liquidity, ensuring sufficient equilibrium between long term assets 
and related required available sources of funding. Taking in consideration all above mentioned, liquidity risk is 
deemed as highly significant. 
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Risks to which the credit institution is or might be exposed (continued) 

Operational risk – the Bank is continuously exposed to operational risk. During 2019 special emphasis was placed 
on ICT risk in form of additional capital requirements and introduction of corrective measures for relating deficiencies. 
Even though the comprehensive and rigorous operational risk management system is in place, due to its (fat tail) 
nature this risk is considered as highly significant. 

Interest rate risk – Interest sensitive items account for a major portion of total assets and total liabilities making 
majority of PBZ Group balance sheet subjected to Interest rate risk. Although Bank implemented clear and strict rules 
for interest rate risk measurement and management, due to changes in customers' risk taking preferences and therewith 
related changes in interest rate risk exposure, management of interest rate risk was under specific focus. Bank timely 
recognized above explained changes and relevant functions continuously monitored the changes in risk profile and 
those changes were timely and adequately included in decision making process, it is important to continue carefully 
managing interest rate risk and maintain its mark as highly significant risk. 

Strategic risk – With a broader perspective of strategic risk impact on strategic objectives achievement, Bank antic-
ipated requirement for establishment of strategic risk management framework and risk monitoring. Strategic risk man-
agement include both internal and external forces that may threaten the achievement of Banks strategic objectives. 
Therefore, the Bank analyses:  

�y the overall macroeconomic environment through political, economic, social, technological, legislative 
and banking sector risks and estimates their potential damage on the PBZ; 

�y monitors actual financial and business results, as well as the execution of the budgeted figures; 

�y market conditions, key competitors and the whole banking system performance.  

The analysis of strategic risk is an integral part of Banks strategy definition process and general risk management 
framework. Therefore, strategic risk significance is deemed as medium. 

Reputational risk – adequate reputational risk management is an important part of a general risk management frame-
work. Bank recognised importance of reputational risk management and established reputational risk management 
system with clear definition of actions and responsibilities. Apart from definition of key functions of reputational risk 
management, additional effort is directed into definition of preventive actions for reputational risk control as defined 
by internal regulations, such as: 

�y Confidentiality of information (banking secret, business secret, classification of confidential data etc.); 

�y Clear lines of public communication; 

�y Codes regarding ethical behaviour of its employees; 

�y Anti-money laundering and prevention of terrorist financing; 

�y Exclusion of some activities from financing by the PBZ Group; 

�y Special scrutiny for financing political parties and politically exposed persons. 

All reputational risk related internal regulation is clearly communicated and distributed among all Bank employees. 
Finally, through hereby explained reputational risk management principles, particular effort is directed to achievement 
of embedding preventive reputational risk actions into the core functions at all hierarchy levels. Therefore, reputa-
tional risk significance is deemed as medium.
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Risks to which the credit institution is or might be exposed (continued) 

Outsourcing risk – The Bank has implemented well defined and prudent rules and procedures in case of initiation of 
outsourcing activities assuming comprehensive risk analysis and identification, definition of outsourcing activity sig-
nificance and regular control and monitoring of quality of outsourced service. Bank is carefully monitoring all regu-
latory novelties and requirements and adjusting its outsourcing rules in line with valid regulatory framework. Never-
theless, due to existence of significant outsourced activities on PBZ Group level, this risk is deemed as of medium 
significance.  

Market risk  - Trading book positions are insignificant. Most significant market risk exposure is risk arising from 
debt securities trading positions and  currency risk arising from Banks open position management. Nevertheless, Bank 
has well defined framework for market risk management including definition of roles, responsibilities, measurement 
methodologies, monitoring and reporting principles and limit structure for market risk exposures. Therefore, market 
risk significance is deemed as low. 

Equity risk in Banking Book - Bank has negligible amount of equity investments. Therefore, banking book equity 
risk significance is deemed as low. 

Real Estate risk - Bank does not hold real-estates for speculative purposes, almost all property owned by PBZ is used 
as own long-term business premises. Therefore, real estate risk significance is deemed as low. 

Risk of excessive financial leverage – leverage ratio is defined as one of Bank’s strategic limits that should be main-
tained above prescribed minimum. Limit compliance is monitored on quarterly basis. Taking in consideration that 
bank is well capitalized and that maintaining of adequate ratio of capital and overall assets1 is of strategic importance 
of the Bank, significance of this risk is considered as low. 

 
1 For calculation of leverage ratio adjusted assets is used in line with defined ISP Group methodology and standards. 
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Statement on the implementation of the Code of Corporate Governance of Privredna banka 
Zagreb d.d. 

According to the provisions of Article 272.p of the Companies Act and Article 22 of the Accounting Act, the Man-
agement Board of Privredna banka Zagreb d.d. declares that the Bank voluntarily applies the Corporate Governance 
Code that was prepared jointly by the Croatian Financial Services Supervisory Agency and the Zagreb Stock Ex-
change, on the websites of which it has been published.  

The Annual Questionnaire for the Business Year 2019 (also available on the Bank's website) makes an integral part 
of this Statement and discloses the status and the practice of corporate governance at the Bank in the light of the 
recommendations comprised in the Corporate Governance Code, providing explanations for specific departures. Spe-
cifically, corporate governance at the Bank does not imply only full satisfaction of regulatory requirements, but also 
deep-rooted corporate culture and personal integrity of the management and employees. 

Rules for appointing and relieving of duty members of the Management Board are comprised in the Bank's Articles 
of Association. The Management Board of the Bank conducts business affairs of the Bank and manages its assets. 
While doing so, it is required and authorized to take all actions and make all decisions which it considers necessary 
for successful conduct of business affairs of the Bank and its operation.  

The number of Management Board members is determined by the Supervisory Board. According to its decision, the 
Management Board is composed of seven members, a number estimated, keeping in mind the functions and the com-
petence of the Management Board, as a good and rational solution ensuring that the Bank's operations are managed 
in the best interest of shareholders, customers, employees of the Bank, and all stakeholders. The composition of seven 
members corresponds to the established organizational structure of the Bank and ensures good functioning of all 
organizational units, synergy, communication, and responsibility from a vertical and a horizontal perspective. 

At the proposal of the Nomination Committee, the Supervisory Board nominates candidates for president and mem-
bers of the Management Board of the Bank, who have to meet the criteria laid down in the act governing banking 
business and other relevant regulations. Subject to the prior approval of the central bank, the Supervisory Board ap-
points the president and members of the Management Board to serve a term of office of three years, with the possibility 
of re-appointment. The number of terms of office of Management Board members is not limited. The Supervisory 
Board may revoke its decision on the appointment of a member of the Management Board of the Bank or of its 
president when, in accordance with the law currently in effect, there is an important reason for doing so.  

The work and the authority of the general meeting and shareholders' rights are disclosed in the attached Annual Ques-
tionnaire and this Annual Report in the section concerning corporate governance. 

In order to achieve diversity when selecting Management Board members and to ensure an efficient and prudent 
management of the Bank as a whole, the Bank adopted and applies the Policy on the Targeted Structure of the Man-
agement Board and the Conditions for Holders of Key Functions of Privredna bank Zagreb d.d. and the Decision on 
the distribution of authority among the president and members of the Management Board of the Bank.  

In terms of the Management Board of the Bank, the Policy on the Targeted Structure of the Management Board of the 
Bank and the Conditions for Holders of Key Functions of the Privredna Bank Zagreb d.d. lays down: (a) the target 
structure of the Management Board of the Bank with respect to the nature, scope and complexity of the Bank's oper-
ations, its risk profile and business strategy, (b) the qualitative and quantitative composition of the Management Board, 
(c) the provisions on the collective suitability of the Management Board, (d) detailed conditions of suitability for the 
President and members of the Management Board, having regard to the need to cover specific competencies, the need 
for appropriate professional knowledge, skills and abilities, appropriate experience, good repute, honesty and consci-
entiousness, etc. in accordance with relevant positive regulations, (e) succession plans and (f) promoting the diversity 
of the Management Board, including ensuring targeted representation of the underrepresented gender in accordance 
with the minimum target quota set by the Nominating Committee (as of 31 December 2019 1/7 of Management Board 
members represent the underrepresented gender – women).  

Specific criteria were laid down to ensure the diversity of knowledge, experience, skills, and competences of Man-
agement Board members so that they could perform their duties efficiently and professionally. Hence, the president 
and each member of the Management Board must have specific knowledge, skills, and expertise in the areas within 
their specific competence. Accordingly, Management Board members are selected in accordance with the prescribed 
criteria for the performance of duties of the president and member of the Management Board, thus ensuring a good 
and efficient management of the Bank.  
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Statement on the implementation of the Code of Corporate Governance of Privredna banka 
Zagreb d.d. (continued) 

The Decision on the distribution of authority among the president and members of the Management Board of the Bank 
defines the main business areas of the Bank and the PBZ Group and the authority of each Management Board member.  

According to the suitability assessment conducted in line with the adopted Policy (involving the responsible expert 
service of the Bank, the Nomination Committee, and the Supervisory Board), the members of the Management Board 
of the Bank whose terms of office started in 2019 meet all the prescribed criteria from the perspective of the 
knowledge, expertise, experience, skills, and competences so that the Management Board as a whole has access the 
necessary competencies and expertise.  

In 2019, the Bank also adopted a Policy on the Appropriateness Assessment procedure, which defines the procedure 
for assessing the suitability of the President of the Management Board, member of the Supervisory Board and holders 
of key functions of the Bank (jurisdiction, professional service conducting the procedure, required documentation and 
delivery deadlines, frequency adequacy assessments, extraordinary suitability assessments, etc.) 

Candidates for members of the Supervisory Board are nominated by the Nomination Committee. The General Meeting 
adopts a decision on the election of Supervisory Board members. The decision of the General Meeting of the Bank 
sets out that the Supervisory Board of the Bank is composed of seven members, a number estimated, keeping in mind 
the functions and the competence of the Supervisory Board, as a good solution ensuring high-quality supervision of 
the management of the Bank's operations which is aimed at protecting the interests of the Bank as a whole. Supervisory 
Board members elect the president of the Supervisory Board and its deputy. 

In order to achieve diversity when selecting Supervisory Board members and to ensure an efficient and prudent man-
agement of the supervisory function at the Bank, the General Assembly of the Bank adopted the Policy on the Targeted 
Structure of the Supervisory Board of the Privredna Bank Zagreb d.d.  

The Policy on the Targeted Structure the Supervisory Board of the Bank lays down: (a) the target structure of the 
Supervisory Board of the Bank with respect to the nature, scope and complexity of the Bank's operations, its risk 
profile, and business strategy, (b) qualitative and quantitative composition (c) suitability conditions for Supervisory 
Board members according to which each member must have good reputation, honesty and conscientiousness, appro-
priate experience, independence of opinion, adequate knowledge, skills, and expertise ensuring that the composition 
of the Supervisory Board is such that it ensures that all the relevant competences/fields of operation are represented 
therein, so that they might perform their function efficiently and professionally, (d) promoting the diversity of the 
Supervisory Board, including ensuring the targeted representation of the underrepresented gender in accordance with 
the minimum target quota set by the Nomination Committee (as of 31 December 2019 1/7 of Supervisory Board 
members represent the underrepresented gender – women) and etc. 

Supervisory Board members are selected in accordance with the prescribed criteria for membership of the Supervisory 
Board, thus ensuring an optimal functioning of the Supervisory Board and performance of its duties.  

According to the suitability assessment conducted in line with the adopted Policy (involving the responsible expert 
service of the Bank, the Nomination Committee, and the General Meeting of the Bank), the members of the Supervi-
sory Board of the Bank meet all the prescribed criteria from the perspective of the diversity of knowledge, experience, 
skills, and competences individually and collectively with other Supervisory Board members.   

Data on the composition and activities of the Management Board and the Supervisory Board of the Bank and their 
committees are disclosed in the attached Annual Questionnaire and this Annual Report in the section concerning 
corporate governance. 

The Management Board of the Bank is not authorized to issue new shares of the Bank or to acquire treasury shares. 

The rules for amending the Bank's Articles of Association are included in the very Articles of Association. A decision 
to amend the Articles of Association is adopted by the General Meeting of the Bank in line with the law and the 
Articles of Association, by a vote representing at least three quarters of the share capital represented at the General 
Meeting when the decision is made. Amendments to the Articles of Association are proposed by the Supervisory 
Board, the Management Board, and the Bank's shareholders. The Supervisory Board is authorized to amend the Arti-
cles of Association solely in the case of editorial amendments or establishment of the final text of the Articles of 
Association.  

In order to protect the interests of all investors, shareholders, customers, employees and others interested parties, high 
corporate governance standards have been established at the Bank.   
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Code of Corporate Governance – Annual questionnaire 

All the questions contained in this questionnaire relate to the period of one business year to which 
annual financial statements also relate. 

COMPANY HARMONIZATION TO THE PRINCIPLES OF CORPORATE GOVERNANCE CODE  

 

1. Has the company accepted implementation of the code of corporate governance of the Zagreb Stock 
Exchange? 

Yes. 

 

2. Does the Company have its own code of corporate governance? 

No. 

 

3. Have any principles of the code of corporate governance been adopted as part of the company's inter-
nal policies? 

Yes. The Bank has adopted internal acts of the Code of Ethics and the Code of Conduct that broadly define the 
modalities of desirable as well as illicit treatment. There are also other internal acts governing the matter in more 
detail, which are in line with the positive regulations, rules and standards of the ISP Group.  

 

4. Does the Company disclose harmonization with the principles of corporate governance in its annual 
financial statements? 

Yes. 

SHAREHOLDERS AND GENERAL MEETING  

 

5. Is the company in a cross-shareholding relationship with another company or other companies? (If 
yes, explain) 

No. 

 

6. Does each share of the company have one voting right? (If not, explain) 

Yes. 

 

7. Does the company treat all shareholders equally? (If not, explain) 

Yes. 

 

8. Has the procedure for issuing power of attorney for voting at the general assembly been fully simplified 
and free of any strict formal requirements? (If not, explain) 

Yes. 
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9. Has the company ensured that the shareholders of the company who, for whatever reason, are not able 
to vote at the assembly in person, have proxies who are obliged to vote in accordance with instructions received 
from the shareholders, with no extra costs for those shareholders? (If not, explain) 

No. The Bank is prepared to provide proxies for the shareholders if such an initiative occurs. Participation of Share-
holders at the General Assembly Bank facilitates in other ways – and thus their attendance at Assemblies do not have 
to pre-announce. Power of attorney that gives shareholders do not need to be notarized. 

 

10. Did the management or Management Board of the company, when convening the assembly, set the 
date for defining the status in the register of shares, which will be relevant for exercising voting rights at the 
general assembly of the company, by setting that date prior to the day of holding the assembly and not earlier 
than 6 days prior to the day of holding the assembly? (If not, explain) 

Yes. 

 

11. Were the agenda of the assembly, as well as all relevant data and documentation with explanations 
relating to the agenda, announced on the website of the company and put at the disposal of shareholders on the 
company's premises as of the date of the first publication of the agenda? (If not, explain) 

Yes. 

 

12. Does the decision on dividend payment or advance dividend payment include information on the date 
when shareholders acquire the right to dividend payment, and information on the date or period during which 
the dividend will be paid? (If not, explain) 

Yes. 

 

13. Is the date of dividend payment or advance dividend payment set to be not later than 30 days after the 
date of decision making?  (If not, explain) 

Yes. 

 

14. Were any shareholders favoured while receiving their dividends or advance dividends? (If so, explain)  

No. 

 

15. Are the shareholders allowed to participate and to vote at the general assembly of the company using 
modern communication technology? (If not, explain) 

No. There were no such initiatives by the shareholders and it is not envisaged by the Articles of Associaton. 

 

16. Have the conditions been defined for participating at the general assembly by voting through proxy 
voting (irrespective of whether this is permitted pursuant to the law and articles of association), such as regis-
tration for participation in advance, certification of powers of attorney etc.? (If so, explain)  

No. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

17. Did the management of the company publish the decisions of the general assembly of the company? 

Yes. 

 

18. Did the management of the company publish the data on legal actions, if any, challenging those deci-
sions? (If not, explain) 

No. There were no law suits contesting Decisions by the General Meeting. 

 

MANAGEMENT AND SUPERVISORY BOARD      

NAMES OF MANAGEMENT BOARD MEMBERS AS OF 31 DECEMBER 2019  

�'�L�Q�N�R���/�X�F�L�ü, President; 

Alessio Cioni, Deputy President; 

Ivan Gerovac, Member; 

Darko Drozdek, Member; 

Ivan Krolo, Member; 

�$�Q�G�U�H�D���3�D�Y�O�R�Y�L�ü����Member; 

Draženko Kopljar, Member. 

 

NAMES OF SUPERVISORY BOARD AND THEIR FUNCTIONS 

Ignacio Jaquotot, President; 

�'�U�D�J�L�Q�M�D�����X�U�L�ü�����'�H�S�X�W�\���3�U�H�V�L�G�H�Q�W�� 

Paolo Sarcinelli, Member; 

Christophe Velle, Member; 

Branko Jeren, Member; 

Adriano Arietti, Member: 

Giulio Moreno, Member. 

 

19. Did the Supervisory or Management Board adopt a decision on the master plan of its activities, includ-
ing the list of its regular meetings and data to be made available to Supervisory Board members, regularly and 
in a timely manner? (If not, explain) 

Yes. The schedule of the Supervisory Board meetings is determined in advance. Reports that are regularly and timely 
put at the disposal of Supervisory Board members are defined by the individual decisions of the Supervisory Board 
and by law. 

 

20. Did the Supervisory or Management Board pass its internal code of conduct? (If not, explain) 

Yes. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

21. Does the company have any independent members on its Supervisory or Management Board? (If not, 
explain) 

Yes. 

 

22. Is there a long-term succession plan in the company? (If not, explain) 

Yes. 

 

23. Is the remuneration received by the members of the Supervisory or Management Board entirely or 
partly determined according to their contribution to the company’s business performance? (If not, explain) 

Yes. 

 

24. Is the remuneration to the members of the Supervisory or Management Board determined by a deci-
sion of the general assembly or in the articles of association of the company? (If not, explain) 

Yes. 

 

25. Have detailed records on all remunerations and other earnings of each member of the management or 
each executive director received from the company or from other persons related to the company, including 
the structure of such remuneration, been made public (in annual financial statements)? (If not, explain) 

Yes. Total remunerations paid to the members of the Management Board, key management employees and Bank's 
related persons are disclosed in the Financial Statement which is prepared in accordance with the International Finan-
cial Reporting Standards as adopted by EU. The Annual report is available on the Bank's website. 

 

26. Have detailed records on all remunerations and other earnings of each member of the Supervisory or 
Management Board received from the company or from other persons related to the company, including the 
structure of such remuneration, been made public (in annual financial statements)? (If not, explain) 

Yes. Data on all remunerations to the Supervisory Board members are published in the decisions of the General Meet-
ing. 

 

27. Does every member of the Supervisory or Management Board inform the company of each change 
relating to their acquisition or disposal of shares of the company, or to the possibility to exercise voting rights 
arising from the company's shares promptly and no later than three business days, after such a change occurs? 
(If not, explain) 

Yes. During 2019, there was no change (increase/decrease) the number of shares held by Management Board mem-
bers. The Supervisory Board members haven't Bank's shares. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

28. Were all transactions involving members of the Supervisory or Management Board or persons related 
to them and the company and persons related to it clearly presented in reports of the company? (If not, explain) 

Yes. The Bank has not performed specific commercial transactions with the Supervisory or Management Board mem-
bers. The Bank has commercial (deposits-loans) transactions with the members of Intesa Sanpaolo Group which has 
a representative on the Supervisory Board. All transactions are market-based in terms and conditions. In the Annual 
Report, the Bank discloses a separate note on related party transactions which is prepared in accordance with the 
International Financial Reporting Standards as adopted by EU. The Annual Report is available on the Bank's website. 

 

29. Are there any contracts or agreements between members of the Supervisory or Management Board 
and the company? 

Yes, but only within the ordinary scope of business (e.g. employment contracts, deposit contracts, etc.). 

 

30. Did they obtain prior approval of the Supervisory or Management Board? (If not, explain) 

Yes, to the extent where such prior approval was needed in accordance with applicable regulations and/or internal acts 
of the Bank. 

 

31. Are important elements of all such contracts or agreements included in the annual report? (If not, 
explain) 

Yes, to the extent required. 

 

32. Did the Supervisory or Management Board establish the appointment committee? 

Yes. 

 

33. Did the Supervisory or Management Board establish the remuneration committee? 

Yes. 

 

34. Did the Supervisory or Management Board establish the audit committee? 

Yes. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

35. Was the majority of the audit committee members selected from the group of independent members 
of the Supervisory Board? (If not, explain) 

Yes. 

 

36. Did the audit committee monitor the integrity of the financial information of the company, especially 
the correctness and consistency of the accounting methods used by the company and the group it belongs to, 
including the criteria for the consolidation of financial reports of the companies belonging to the group? (If 
not, explain) 

Yes. 

 

37. Did the audit committee assess the quality of the internal control and risk management system, with 
the aim of adequately identifying and publishing the main risks the company is exposed to (including the risks 
related to the compliance with regulations), as well as managing those risks in an adequate manner? (If not, 
explain) 

Yes. 

 

38. Has the audit committee been working on ensuring the efficiency of the internal audit system, espe-
cially by preparing recommendations for the selection, appointment, reappointment and dismissal of the head 
of internal audit department, and with regard to funds at his/her disposal, and the evaluation of the actions 
taken by the management after findings and recommendations of the internal audit? (If not, explain) 

Yes. 

 

39. If there is no internal audit system in the company, did the audit committee consider the need to es-
tablish it? (If not, explain) 

No, since internal audit function is established.  

 

40. Did the audit committee monitor the independence and impartiality of the external auditor, especially 
with regard to the rotation of authorised auditors within the audit company and the fees the company is paying 
for services provided by external auditors? (If not, explain) 

Yes. 

 

41. Did the audit committee monitor nature and quantity of services other than audit, received by the 
company from the audit company or from persons related to it? (If not, explain)  

No. Limitations on providing services other than audit are regulated by law. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

42. Did the audit committee prepare rules defining which services may not be provided to the company by 
the external audit company and persons related to it, which services may be provided only with, and which 
without prior con sent of the committee? (If not, explain)  

Yes. Limitations on providing services other than audit are regulated by law. 

 

43. Did the audit committee analyse the efficiency of the external audit and actions taken by the senior 
management with regard to recommendations made by the external auditor? (If not, explain)  

Yes. 

 

44. Was the documentation relevant for the work of the Supervisory Board submitted to all members on 
time? (If not, explain)  

Yes 

 

45. Do Supervisory Board or Management Board meeting minutes contain all adopted decisions, accom-
panied by data on voting results? (If not, explain) 

Yes. 

 

46. Has the Supervisory or Management Board evaluated their work in the preceding period, including 
evaluation of the contribution and competence of individual members, as well as of joint activities of the Board, 
evaluation of the work of the committees established, and evaluation of the company’s objectives reached in 
comparison with the objectives set? 

Yes. For the most part into the report of the Supervisory Board for the past year which was submitted to the General 
Assembly. 

 

47. Are detailed data on all earnings and remunerations received by each member of the management or 
each executive director from the company published in the annual report of the company? (If not, explain) 

No. There is no such legal obligation. A remuneration policy statement was published separately from the Annual 
report. 

 

48. Are all forms of remuneration to the members of the management, Management Board and Supervi-
sory Board, including options and other benefits of the management, made public, broken down by items and 
persons, in the annual report of the company? (If not, explain) 

Yes. Total remunerations paid to the members of the Management Board and key management are disclosed within 
Annual report in aggregated amounts. Remunerations to members of the Supervisory Board are disclosed with in 
General Assembly decisions. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

49. Are all transactions involving members of the management or executive directors, and persons related 
to them, and the company and persons related to it, clearly presented in reports of the company? (If not, ex-
plain)  

Yes, in accordance with valid accounting standards. 

 

50. Does the report to be submitted by the Supervisory or Management Board to the general assembly 
include, apart from minimum information defined by law, the evaluation of total business performance of the 
company, of activities of the management of the company, and a special comment on its cooperation with the 
management? (If not, explain) 

Yes. 

 

AUDIT AND MECHANISMS OF INTERNAL AUDIT  

51. Does the company have an external auditor? 

Yes. 

 

52. Is the external auditor of the company related with the company in terms of ownership or interests? 

No. 

 

53. Is the external auditor of the company providing to the company, him/herself or through related per-
sons, other services? 

No. 

 

54. Has the company published the amount of charges paid to the independent external auditors for the 
audit carried out and for other services provided? (If not, explain) 

No. The amount of charges paid to the independent external auditor is considered as business secrecy. 

 

55. Does the company have internal auditors?   

Yes. 

 

56. Does the company have an internal audit system in place? (If not, explain)   

Yes. 
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The statement on the implementation of corporate governance code 
(continued) 
Code of Corporate Governance – Annual questionnaire (continued) 

TRANSPARANCY AND THE PUBLIC  OF ORGANIZATION OF BUSINESS 

 

57. Are the semi-annual, annual and quarterly reports available to the shareholders?  

Yes. 

 

58. Did the company prepare the calendar of important events? 

Yes. 

 

59. Did the company establish mechanisms to ensure that persons who have access to or possess inside 
information understand the nature and importance of such information and limitations related to it? 

Yes. The Bank fulfils all its obligations as an issuer of financial instruments listed on the regulated market, but also 
as a credit institution providing investment and ancillary services on the market, on the basis of which it may come 
into contact with privileged information relating to other issuers. The Bank has defined an internal system that iden-
tifies and informs those involved in relevant business processes.  

 

60. Did the company establish mechanisms to ensure supervision of the flow of inside information and 
possible abuse thereof? 

Yes, in accordance with positive regulations, internal policies and standards ISP and PBZ Group. 

 

61. Has anyone suffered negative consequences for pointing out to the competent authorities or bodies in 
the company or outside, shortcomings in the application of rules or ethical norms within the company? (If yes, 
explain) 

No.  

 

62. Did the management of the company hold meetings with interested investors, in the last year? 

No. The Bank has a stable shareholders structure and as a result, there was no need for additional meetings with the 
shareholders (investors) except the General Meeting. 

 

63. Do all the members of the management, Management Board and Supervisory Board agree that the 
answers provided in this questionnaire are, to the best of their knowledge, entirely truthful? 

Yes.   
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