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INDEPENDENT AUDITOR‘S REPORT 

 
To the shareholders of Mano bankas AB: 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the financial statements of Mano bankas AB (hereafter – „the Bank“), which comprise the 
statement of financial position as at 31 December 2020, the income statement, the statement of comprehensive 
income, statement of changes in equity, statement of cash flows for the year then ended, and notes to the 

financial statements, comprising significant accounting policies and other explanatory information. 
 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position 
of the Bank as at 31 December 2020 and its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards as adopted by the European Union. 

 
Basis for Opinion 

 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements 

section of our report. We are independent of the Bank in accordance with the International Ethics Standards 
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the requirements 
of the Law on Audit of the Financial Statements of the Republic of Lithuania that are relevant to audit in the 
Republic of Lithuania, and we have fulfilled our other ethical responsibilities in accordance with the Law on Audit 
of the Financial Statements of the Republic of Lithuania and the IESBA Code.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. 
 
Key Audit Matters 
 

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

Key Audit Matter How the matter was addressed in our audit 

Valuation of loans and receivables (see notes 11 and 25 to the financial statements) 

 
The Bank’s impairment allowances for loans and 
receivables (hereinafter – loans), which as at 31 
December 2020 amounted to EUR 40,831 thousand 
after impairment, are calculated by classifying the 
Bank’s loans and receivables according to their 
homogenous groups and levels of risk. The Bank’s 
loans and receivables are allocated to 3 risk levels, 
with the 1st risk level being the lowest and the 3rd 
risk level being the highest. 
 

Impairment allowances for loans are calculated 
based on expected losses, historical information and 
economic indicators. Expected credit losses are 
determined based on the value of collateral and 
debtor’s credit rating. 
 

 
We conducted these audit procedures: 
 
We have identified loan approval process and tested 
controls and their effectiveness: regarding loan risk 
monitoring, including client rating estimation and risk 
level allocation, identification of loss events, timely 
collateral revaluation. 
 
We have selected higher risk loans (including 
individually significant loans, loans that were issued to 

the sectors most affected by the COVID-19 pandemic, 
loss-bearing loans, or loans that were assigned risk 
level 3 for other reasons) for testing risk assessment 
and impairment allowance calculation.   
 

 



 

 

 
 

 

 
Individual impairment is mostly related to significant 
loans or loans with a higher risk level. Calculation of 
allowances is related to estimations and decision 
making, including assessment of collateral value and 
other assumptions.  
 
After the government of the Republic of Lithuania in 
on 7 November 2020 announced the second 
quarantine, the economic situation resulting from 
the COVID-19 pandemic could have a significant 

impact on the financial condition of borrowers and 
their ability to repay the loans granted. The Bank 
had to assess economic development trends, the 
impact of quarantine on business and state support 
programs, and additionally review the assessments 
and methodology used to calculate the impairment 
of the loan portfolio. 
 
In our opinion, these estimates and assumptions 
made by the Bank (interest rate, risk group, rating 
assignment, value of the collateral and its realization 
period) regarding the expected losses of loan group 

loans and individual loans for which cash flows for 
loan repayment are calculated have a significant 
effect on the value of the Bank's receivables and 
loans. Based on these reasons, we believe that this 
area is a key audit matter. 
 
 
 

 
We have tested the selected loan sample, arranged 
discussions with the responsible the Bank’s officers and 
identified whether the loan is assigned to the 
appropriate risk level (i.e. whether the assumptions 
made while evaluating loss events, discount rate and 
the value of collateral are reasonable) and if estimated 
credit losses are calculated appropriately.  
 
We have tested valuations of the collateralized assets 
which is the main factor in calculating loan impairment 

and identified whether the methods and assumptions 
used in valuations were appropriate and logical, 
whether the market conditions between the date of 
valuation and 31 December 2020 did not change 
significantly and whether there is a need to update the 
valuation. 
 
We have reviewed the methodology for impairment 
allowance calculations and tested whether selected 
sample of loan impairment calculations was made in 
accordance with the Bank’s methodology. We have also 
tested whether historic and prospective information 

used in the valuation model is appropriate. 
 
We have reviewed the considerations and assessments 
made by the Bank in assessing the credit risk associated 
with the potential impact of COVID-19. 
 
We have evaluated the sufficiency and appropriateness 
of disclosures related to loans and receivables in the 
financial statements of the Bank. 

 
Other Matter 
 
The financial statements of the Bank for the year ended 31 December 2019 were audited by another auditor, who 
expressed a qualified opinion on those financial statements on 15 April 2020 due to uncertainty related to COVID-19 
pandemic. 
 
Other information 
 
The other information comprises the information included in the Bank’s annual report, but does not include the financial 
statements and our auditor’s report thereon. Management is responsible for the other information. 
 

Our opinion on the financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon, except as specified below. 
 
In connection with our audit of the financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we are required to report that 
fact. We have nothing to report in this regard. 
 
In addition, our responsibility is to consider whether information included in the Bank’s annual report for the financial 
year for which the financial statements are prepared is consistent with the financial statements and whether annual 
report has been prepared in compliance with applicable legal requirements. Based on the work carried out in the 

course of audit of financial statements, in our opinion, in all material respects: 
 

- The information given in the Bank’s annual report for the financial year for which the financial statements are 
prepared is consistent with the financial statements; and 

- The Bank’s annual report has been prepared in accordance with the requirements of the Law on Financial 
Reporting by Undertakings of the Republic of Lithuania. 

 
  



 
 

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
International Financial Reporting Standards as adopted by the European Union, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.  
 
In preparing the financial statements, management is responsible for assessing the Bank’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic 
alternative but to do so.  
 
Those charged with governance are responsible for overseeing the Bank’s financial reporting process. 
 

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

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

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

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

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

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

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

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

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



 
 

Report on Other Legal and Regulatory Requirements 

By the decision of the Shareholders meeting on 27 July 2020 we were elected for the first time to audit the financial 

statements of the Bank. The total uninterrupted term of appointment is 1 year. 

We confirm that our audit opinion expressed in the Opinion section of our report is consistent with the audit report for 
the financial statements presented to the Bank and its Audit Committee. 

We confirm that to the best of our knowledge and belief, we have not provided any prohibited non-audit services 
referred to in Article 5(1) of the Regulation (EU) No 537/2014 of the European Parliament and of the Council.  

In the course of the audit we have not provided services other than the audit of the financial statements.  

The audit engagement partner for this independent auditor's report is Romanas Skrebnevskis. 

 

 

Auditor Romanas Skrebnevskis 

Auditor certificate No. 000471 
 

ROSK Consulting UAB 

Audit company certificate No. 001407 
 

Vilnius, Lithuania  
30 March 2021 
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ANNUAL MANAGEMENT REPORT 

 
1. The reporting period covered by the Annual Report 

 

Year 2020. 

 

2. AB „Mano bankas“ contact details 

 
Company name AB „Mano bankas“ 
 
Legal form Joint stock company 
 
Legal address S. Moniuškos st. 27, LT-08115, Vilnius 
 
Legal entity code 112043081 
 
Telephone +370 5 2409389  E-mail address hello@mano.bank  
 
Website address www.mano.bank  

 

3. Objective overview of the Bank’s status, activities and development, analysis of financial and non-financial performance 

 

In 2020 AB „Mano bankas“ carried out a steady and profitable activity. 

 

In 2020 the Bank generated a net profit of EUR 514 thousand. 

 

As at 31 December 2020 the Bank’s assets amounted to EUR 78,527 thousand. In comparison to 2019, the Bank’s assets increased by 

58 percent during the reporting period. 

 

As at 31 December 2020, the shareholders equity of the Bank was EUR 7,645 thousand (EUR 7,131 thousand as at 31 December 2019). 

 

As at 31 December 2020 the Bank’s loan portfolio amounted to EUR 40,831 thousand and has increased by 42 percent during 2020. 

 

As at 31 December 2020 the Bank’s deposits amounted to EUR 70,413 thousand and have increased by 67 percent during 2020. 

 

In 2020, the Bank complied with all prudential requirements. 

 

AB „Mano bankas“ sees the potential and benefits of digitalisation, therefore in 2020 the Bank introduced a possibility for it’s 

customers to establish business relations in a remote way. This solution has significantly increased the number of new potential the 

Bank’s customers and overall appeal of the Bank’s services. In 2020 the vast majority of new clients opened their accounts remotely. 

 

In 2020 the Bank has joined SWIFT payment notification system and Currencycloud B2B platform which enabled the Bank to offer a 

wider range of services to its clients. 

 

In 2020 the Bank has significantly increased its human resources in IT department and installed modern work principles and devices.  

 

After announcement of quarantine in Lithuania on March 2020, the Bank has successfully adapted to remote working conditions. 

Majority of employees continue to work remotely. Due to appropriate technical preparation, high competencies of employees and 

effective work organization, changes in working conditions did not have a negative impact on work efficiency and overall performance 

of the Bank. 

 

At the end of the reporting period Bank‘s main profitability ratios were: return on asserts (ROA) – 0.80 percent, return on equity (ROE) 

– 6.96 percent. 

 

4. Data on acquisition of own shares 

 

AB „Mano bankas“ does not have own shares and did not acquire or dispose them during the reporting period. 

 

 

 

 

mailto:hello@mano.bank
http://www.mano.bank/
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5. Information about the Bank’s branches and representatives 

 

AB „Mano bankas“ does not have branches or representative offices. The Bank’s headquarters, where services to clients are provided, 

is located on S. Moniuškos st. 27, LT-08115, Vilnius. At the Bank’s headquarters services are provided to both private and corporate 

clients. 

 

6. Material events after the end of financial year 

 

Based on the Bank’s Supervisory Review and Evaluation Process (SREP) conducted in 2020, on 28 January 2021, the Board of the Bank 

of Lithuania has established additional capital requirement of 2.1 percent of generally evaluated risk amount. 

 

7. Bank’s business planning & forecasting 

 

The main goal of the Bank in 2021 is to increase the asset and capital base and to grow revenues and profitability. To achieve this, 

the Bank has assessed these main areas of focus: 

 

• Expansion of financing business. The Bank has years of experience in small and medium enterprises as well as private clients financing 

business. This experience translates to the Bank having a broad circle of current and potential customers, being aware of clients’ 

needs and being able to take correct risk management decisions. In addition to that, the Bank is expanding its range of financing 

products. A broader product range will provide basis for a higher financing volume. 

 

• Expansion of payment transactions business. In 2021 the Bank will continue expanding its payments infrastructure by introducing 

new payment locations, currencies, automating processes and adding other developments. Expansion of payment transaction business 

will be done in line with strict money laundering and terrorist funding prevention guidelines, which will be enforced by consistently 

increasing competencies of the Bank’s employees, improving internal processes and installation of modern monitoring tools for 

payment transactions. 

 

• Improving business efficiency. Business efficiency will be improved by increasing revenues through financing activity (interest 

income), developing payment transactions (commission income), introducing new streams of revenue, optimising pricing (particularly 

for daily banking products), activation of clients (sales of additional services and promoting currently used ones). At the same time a 

strict control will be ensured over the Bank’s operating expenses by improving operational planning and reporting, implementing 

effective and modern work methods and rationally assessing priorities for investments into different projects. 

 

8. Information about research and development activity 

 

AB „Mano bankas“ did not carry out research and development activity. 

 

9. Description of the main risk types and their management 

 

Risk is integral to the Bank’s activity. Risk management is a continuous process designed to ensure that all risks that the Bank is 

exposed to are identified and understood, their potential effects are anticipated and measures are undertaken to reduce their 

potential adverse effects. 

 

Risk in the Bank is managed through continuous identification, assessment and control processes that depend on the risk limits and 

other controls. This risk management process is very important for the Bank’s continuous profitability and every employee is 

responsible for risk management in his respective function. 

 

The main risks that the Bank faces are divided into several categories: credit, liquidity, market, operational, capital and other risks. 

The Bank’s risk management appetite is defined by the risk management policy and risk limit system which is approved by the 

Supervisory Board of the Bank. 

 

Detailed information about the main risks that the Bank faces and compliance with the Bank of Lithuania and European Central Bank 

prudential requirements is provided in the note 25 of these financial statements. 
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GENERAL INFORMATION 

 

AB „Mano bankas“ (hereinafter referred to as the Bank) was registered as a joint stock company in the register of legal entities on 2 

January 2019 after reorganisation of credit union “Mano Unija”, which was operating since 30 May 1996. 

 

AB “Mano bankas” is acting in accordance with a specialised bank license granted by the European Central Bank on 15 October 2018, 

which allows the Bank to collect deposits and other refundable funds from non-professional market participants and to lend those 

funds by assuming the related risk and responsibility as well as to provide other financial services as described in the Banking law of 

Republic of Lithuania and Articles of the Bank. The Bank collects deposits, provides loans, carries out payment transactions, invests 

into debt securities, trades them and carries out other operations. 

 

Bank headquarters are located on S.Moniuškos st. 27, LT-08115.  

 

On 31 December 2020 the Bank had 44 employees (34 as of 31 December 2019). 

 
These financial statements were approved and signed by the management on 30 March 2021.  
 
In accordance with Republic of Lithuania Law on Companies the financial statements have to be approved by the shareholder meeting. 
The shareholders have a right not to approve the financial statements and request the management to prepare new ones. 
 
The shareholder structure of the Bank is described in Note 20 Shareholder’s equity. 
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ACCOUNTING PRINCIPLES 
These are the main accounting principles that were used while preparing the financial statements. 

 

Basis of preparation 

 

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) 

as adopted by the European Union (EU). The financial statements have been prepared on the historical cost basis 

except for financial assets measured at fair value through profit (loss), and investment property, measured at fair 

value. 

 

Use of estimates and judgements in the preparation of the financial statements 

 

The preparation of the financial statements requires management to make estimates and assumptions that affect 

the reported amounts of assets, liabilities, income and expenses and disclosure of contingencies. Estimates are 

prepared based on the available information to the management and current market situation, however factual 

outcome might differ. 

 

Below are presented key assumptions concerning the future and other key sources of estimation uncertainty at the 

date of the statement of financial position that have a significant risk of causing a material adjustment to the carrying 

amounts of assets and liabilities within the next financial year. 

 

Impairment losses on loans and receivables 

 

The Bank regularly reviews loans and receivables to assess impairment. The Bank uses experienced judgment to 

estimate the amount of impairment loss in cases when a borrower is in financial difficulties and historical data 

relating to similar borrowers is available. Similarly, the Bank estimates changes in future cash flows based on the 

observable data indicating that there has been an adverse change in the payment status of borrowers in a group, or 

national or local economic conditions that correlate with defaults on assets in the group. Management uses estimates 

based on historical loss experience for assets with credit risk characteristics and objective evidence of impairment 

similar to those in the group of loans and receivables when scheduling its future cash flows. The Bank uses 

experienced judgment to adjust observable data for a group of loans or receivables to reflect current circumstances. 

The methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed 

regularly to reduce any differences between loss estimates and actual loss incurred. For further information see Note 

6 and Note 25.  

 

Fair value of investment property 

 

In order to determine the fair value of investment property the Bank uses valuation reports prepared by external 

valuators and internal the Bank’s valuators. In 2020 and 2019 the value of investment property was determined by 

the Bank’s internal valuator, who is a certified real estate, mobile assets and business valuator. Comparative method 

was the main type of valuation method used in preparation of the financial statements, meaning that the fair value 

of objects is determined based on the available market information of transactions that involve similar assets, 

adjusting for minor differences between them. The accuracy of calculated value significantly depends on the level 

of comparability of the assets, transactions carried out and market changes. Therefore, the fair value of investment 

property is assigned to the 3rd level in the fair value hierarchy. Changes in fair value of investment property are 

accounted for in the income statement. 

 

Deferred tax asset 

 

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will 

be available against which the losses can be utilised. Significant management judgment is required to determine the 

amount of deferred tax assets that can be recognised, based upon the likely timing and level of future taxable profits 

together with future tax planning strategies. 
 

Future events may occur which will cause the assumptions used in arriving at the estimates to change. The effect of 

any changes in estimates will be recorded in the financial statements, when determinable. 
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ACCOUNTING PRINCIPLES  (cont‘d)  

These financial statements are presented in EUR, which is the Bank’s functional currency. These financial statements 
have been prepared on a going concern basis. 

 
Application of new and revised International Financial Reporting Standards (IFRSs) 

 
The following standards, amendments to the existing standards and interpretations issued by the International 
Accounting Standards Board (IASB) and adopted by the European Union (further – EU) are effective for the current 
period: 
 

• Amendments to References to the Conceptual Framework in IFRS Standards (effective for annual periods beginning 
on or after 1 January 2020; 

• Amendments to IFRS 9, IAS 39 and IFRS 7 is now reflected in the Endorsement Status Report (effective for annual 
periods beginning on or after 1 January 2020); 

• Amendments to IAS 1 and IAS 8 is now reflected in the Endorsement Status Report (effective for annual periods 
beginning on or after 1 January 2020); 

• Amendments to IFRS 3 Business Combinations (effective for annual periods beginning on or after 1 January 2020); 

• Amendment to IFRS 16 Leases Covid 19-Related Rent Concessions (effective for annual periods beginning on or after 
1 June 2020); 
 
The application of these standards, amendments and interpretations did not have a significant effect on the Bank’s 
financial statements. 
 

Standards and Interpretations issued by IASB, approved by EU but not yet effective 
 
The Bank has not yet applied these IFRS that are already issued on the date of signing these financial statements but 
are not yet effective: 
 

• Amendments to IFRS 4 Insurance Contracts – deferral of IFRS19 (effective for annual periods beginning on or after 1 
January 2021); 

• Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform –Phase 2 (effective for 
annual periods beginning on or after 1 January 2021); 
 
According to the Bank, the application of these standards, amendments and interpretations will not have a significant 
effect on the Bank’s financial statements at the time of their first adoption. 
 

Standards and Interpretations issued by IASB but not yet endorsed by EU 
 
IFRSs currently endorsed by EU are not significantly different from the standards, endorsed by IASB, except the 
standards, amendments and interpretations that were not endorsed by EU (the effective dates are applicable to IFRS 
to full extent). These standards, amendments and interpretations are listed below: 
 

• IFRS 17 Insurance Contracts (effective for annual periods beginning on or after 1 January 2023); 

• Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-current and 
Classification of Liabilities as Current or Non-current - Deferral of Effective Date (effective for annual periods 
beginning on or after 1 January 2023); 

• Amendments to IFRS 3 Business Combinations, IAS 16 Property, Plant and Equipment, IAS 37 Provisions, Contingent 
Liabilities and Contingent Assets, Annual Improvements 2018-2020 (effective for annual periods beginning on or after 
1 January 2022); 

• Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of Accounting 
policies (effective for annual periods beginning on or after 1 January 2023); 

• Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition of Accounting 
Estimates (effective for annual periods beginning on or after 1 January 2023); 
 
According to the Bank, the application of these standards, amendments and interpretations will not have a significant 
effect on the Bank’s financial statements at the time of their first adoption. 
 

Foreign currency 

 
Monetary assets and liabilities denominated in foreign currencies are retranslated at the spot exchange rate of 
European Central Bank prevailing at the date of the statement of financial position. Gains and losses resulting from 
the translation of items of the statement of financial position are recognised in the profit or loss. Non-monetary 
items carried are translated using the exchange rate at the date of the transaction. 
Transactions in foreign currencies are translated to EUR at the spot exchange rate prevailing at the dates of the 
transactions. Gains and losses resulting from the settlement of such transactions and from the translation of monetary 
assets and liabilities denominated in currencies other than EUR are recognised in the profit or loss.  
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ACCOUNTING PRINCIPLES (cont‘d)  

 
Offsetting 

 
Financial assets and liabilities are set off and the net amount presented in the statement of financial position when, 

and only when, the Bank has a currently enforceable legal right to set off the amounts and intend either to settle on 

a net basis or to realise the asset and settle the liability simultaneously. 

 
Revenue and expense recognition 

Interest income and expense from debt instruments, stated at amortised cost or fair value through other 

comprehensive income, are recognised in income statement on accrual basis using the effective interest rate method. 

The effective interest rate is the rate that exactly discounts the estimated future cash payments and receipts through 

the expected life of the financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of 

the financial asset or liability. In calculation of the effective interest rate the Bank evaluates cash flows based on the 

contract terms (i.e. possibility of advance payment), but does not evaluate future credit losses. 

The calculation of the effective interest rate includes all fees and points paid or received, transaction costs and 

discounts or premiums that are an integral part of the effective interest rate. Other fees and commission revenue, 

including account servicing fees are recognised on accrual basis as the related services are performed. 

Interest income from financial assets is calculated using effective interest rate based on the book value of the asset, 

except for credit impaired assets (stage 3 financial assets), for which interest income is calculated using effective 

interest rate based on the gross carrying amount (book value less impairment losses) and for purchased or originated 

credit impaired assets, for which interest income is calculated using credit risk adjusted effective interest rate based 

on their amortised cost. 

Service fee and commission revenue include account servicing fees, transaction fees, cash operations fees and fees for 

other services related to loan administration. These revenues are recognised on accrual basis as these services are 

provided. Revenues are typically the reward expected to be received for the services provided. Revenues are 

distributed for each service provided based on whether the service is provided at a point in time or over a certain 

period. Bank recognises contractual revenues for services not yet provided as accrued revenues and contractual 

commitments based on received advance payments, when the services are yet to be provided, as deferred revenues. 

Commission expenses are dependent on individual agreements and are directly related to agreements that generate 

revenues accounted under service fee and commission income line in the income statement. 

The Bank also generates revenues through disposal of its own tangible assets and investment property as well as through 

lease of such assets. These revenues are only accounted upon transfer of the asset to the client and in cases of rental 

income – upon completion of contractual obligations. All expenses related to disposal are accounted for as incurred as 

typically related assets are disposed within 12 months of their acquisition. 

 

Taxes 
 

Income tax 

 
In accordance with the Law on Corporate Income Tax of the Republic of Lithuania, the current income tax rate is 15 

percent on taxable income. Expenses related with taxation charges and included in these financial statements are 

based on calculations made by the management in accordance with Lithuanian tax legislation.  

 
Deferred taxes are calculated using the liability method. Deferred income taxes reflect the net tax effects of 

temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the 

amounts used for income tax purposes. Deferred tax assets and liabilities are measured using the tax rates expected 

to apply to taxable income in the years in which those temporary differences are expected to reverse based on tax 

laws that have been enacted or substantively enacted at the date of the statement of financial position.  

 

Deferred tax assets have been recognised in the statement of financial position to the extent the management believes 

they will be realised in the foreseeable future, based on taxable profit forecasts. 

 

Other taxes 
 

Real estate annual tax rate is up to 1 percent on the tax value of property and equipment and foreclosed assets. The 

Bank is also obliged to pay land and land rent taxes, make payments to guarantee fund and social security 

contributions. These taxes are included in other expenses in the income statement. 
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ACCOUNTING PRINCIPLES  (cont‘d)  

 
Cash and cash equivalents 

 
For the purpose of presentation in the statement of cash flows, cash and cash equivalents are defined as the amounts 

comprising funds that have maturity date up to three months from the date of placement, including cash and current 

accounts with the Bank of Lithuania, short-term bonds receivables from other banks and financial institutions. 

 
Financial assets 

 
Financial assets are classified into 3 categories: 

• Financial assets that are subsequently measured at fair value through profit (loss) (the Bank has debt securities 

that are included in the trading book), 

• Financial assets that are subsequently measured at fair value through other comprehensive income (the Bank 

does not have assets under this category), 

• Financial assets that are subsequently measured at amortised cost. 

At initial recognition financial assets are measured at fair value, plus, in the case of investments not at fair value 

through profit (loss), directly attributable incremental transaction costs. Subsequent measurement is based on the 

cash flow properties and business operating model of the asset. 

 
Financial assets measured at fair value through profit (loss) 

 
Trading book assets (trading portfolio) includes debt securities that were purchased for generation of profit from short-

term fluctuations in price or dealer’s margin. 

 

At initial recognition debt securities measured at fair value through profit (loss) are recognised at fair value based on 

the transaction price. Subsequent fair value measurement is based on available market prices or internally determined 

prices based on discounted cash flow method, if market prices are not representative enough. Realised profit and loss 

from debt securities operations is recognised in the income statement. Interest income collected is included in the fair 

value of these securities. Received dividends are recorded under dividend revenue. These assets are derecognised 

when the contractual right to receive cash flows expires or when the Bank has transferred substantially all the risks 

and rewards of the asset. 

 

All purchases and disposals of debt securities, measured at fair value through profit (loss), that have to be disposed 

based on regulatory institutions or risk conventions determined timeframes, are recognised at the factual settlement 

date (upon the factual payment for purchased or disposed asset). All other purchases and disposals are considered to 

be forward deals until the payment date. 

 

Financial assets measured at fair value through other comprehensive income 

 

Debt securities that are held for the purpose of collecting contractual cash flows and selling them, when the cash flows 

are solely payments of principal and interest on the principal amount outstanding and which at initial recognition can 

not be measured at fair value through profit (loss) are measured at fair value through other comprehensive income. A 

revaluation gain or loss is recognised in other comprehensive income, except for impairment gains or losses, interest 

revenue and foreign exchange gains and losses which are recognised through profit (loss). Upon derecognition of these 

assets the cumulative fair value revaluation gain or loss previously recognised in other comprehensive income is 

reclassified from equity to profit (loss) and is recorded as revenue from debt securities operations. For debt securities 

the interest revenue is recognized in profit (loss) calculated by the effective interest rate method.  

The Bank did not have such securities during the reporting period. 
 

Financial assets measured at amortised cost 
 

Financial assets, measured at amortised cost, consist of non-derivative financial assets, that are designed to be held 

and to collect contractual cashflows except for: a) assets, that are measured at fair value through profit (loss) due to 

intent of disposing them in the near future or to correct accounting inaccuracies; b) assets, that were initially measured 

at fair value through other comprehensive income; c) assets, whose owner, for reasons other than deterioration of 

credit quality, might not recover the majority of investment. Impairment loss is recognised as the amount decreasing 

the carrying amount of the asset and is recorded in the profit (loss) statement under impairment losses. 

Impairment of financial assets 
Financial assets, that are measured at amortized cost or fair value through other comprehensive income as well as 

positions arising from crediting commitments and other financial guarantees are valuated based on the Expected Credit 

Loss (ECL) valuation model. At the end of each reporting period, the Bank recognises the calculated amount of these 

impairment losses. ECL depicts unbiased probability based amount that is calculated based on a range of potential 

outcomes, time value of money and reliable information (that can be obtained with reasonable effort and expense) at 

the reporting date about past events, current conditions and future economic forecasts. 
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ACCOUNTING PRINCIPLES  (cont‘d)  

 
Impairment of non-financial assets 

 
At each reporting date, the Bank reviews the carrying amounts of its non-financial asset to determine whether there 

are any indications of impairment and the asset’s carrying amount might not be recovered. An impairment loss is 

recognised if the carrying amount of an asset exceeds its recoverable amount. Recoverable amount is the greater of 

assets value in use and its fair value less cost to sell. For impairment testing, assets are grouped together into the 

smallest group of assets that generate cash inflows from continuing use that are largely independent of the cash inflows 

of other assets. Impairment testing can be performed for individual assets if value in use or fair value less cost to sell 

can be determined reliably. Impaired non-financial assets are reviewed at the end of each reporting period for potential 

impairment loss reversal.  

 
 

Intangible assets 

Intangible assets are stated at cost less any accumulated amortization. Intangible assets are amortised on a straight-

line basis over their useful lives as described in Note 13. Amortisation is recognised in profit (loss) and costs associated 

with maintenance are recorded as an expense when incurred. 

 

Tangible assets 

 
Tangible assets are measured at cost less accumulated depreciation. Depreciation is recognised in profit (loss) on a 

straight-line basis over the estimated useful lives of each part of an item of property and equipment.  

 

Depreciated items are periodically reviewed for impairment if events or conditions arise that indicate potential losses. 

Carrying value of asset is reduced to recoverable amount if the carrying amount is higher. Recoverable amount is 

higher of fair value less costs to sell and value in use. 

 

Result from disposal of tangible assets is estimated based on its carrying value and is included in the income statement. 

 

At the end of each reporting period the Bank reviews residual values and useful lives of tangible assets and revises 

them if necessary. The costs of servicing and maintenance are recognised in the profit (loss) as incurred. Significant 

improvements of tangible assets are capitalized and depreciated during remaining useful life of the asset. Borrowing 

costs that can be directly attributed to tangible assets that are being prepared for use, are capitalized. Useful lives of 

tangible assets are disclosed in Note 14. 

 

Leased assets are continued to be depreciated over their useful lives at the same depreciation rate. Lease income is 

recognised in directly proportional method during lease period. 

 

 
Financial liabilities 

 
Financial liabilities are measured at amortised cost. Financial liabilities mainly include customers deposits. Financial 

liabilities are initially recognised at fair value and are subsequently measured at amortised cost. Difference between 

received amount and purchase price is recognised over term of liability in the statement of profit (loss) based on 

effective interest rate. 

Financial liabilities are derecognized when the obligation under the liability is discharged, cancelled or expires. 

 

 

Provisions 

Provisions are recognised when the Bank has a present legal or constructive obligation as a result of past events, it is 

probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a 

reliable estimate of the amount of obligation can be made. 
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ACCOUNTING PRINCIPLES  (cont‘d)  

 
Dividends 
 
Dividend revenue is recognised when the right to receive payment is established.  

 
Employee benefits 

 
Short-term employee benefits 
 

Short-term employee benefits are recognised as a current expense in the period when employees render services. 

These include salaries and wages, social security contributions, bonuses, paid holidays and other benefits. 

 
Severance pay 
 

Severance pay is paid to employees upon termination of employment before the standard pension leave term or upon 

employees wish to willingly leave in return for this payment. Bank records severance expenses when such legal 

obligation arises. If severance pay is due after 12 months after the date of financial position, it is discounted to net 

present value. Severance pay is recorded in the income statement under employee related expenses and under other 

liabilities in the statement of financial position. 

There are no significant long-term employee benefits. 

 

The Bank’s liabilities to pension aged employees (which consists of 2 months average employee salary) are immaterial, 

thus pension reserve was not formed as at 31 December 2020 and 2019. 

  

 
Fair value of financial assets and liabilities 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date.  

For financial instruments traded in active financial markets the fair value is determined by reference to quoted market 

prices. Bid prices are used for assets and ask prices are used for liabilities. In the absence of an active market the fair 

value of interest-bearing financial instruments is estimated based on discounted cash flows using the interest rates for 

items with similar terms and risk characteristics. 

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation 

techniques as follows: 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 

• Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, 

either directly (i.e. as prices) or indirectly (i.e. derived from prices); 

• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

 

In the table below are presented the carrying amounts and fair values of the financial instruments, which are not 

carried at fair value in the financial statements. This table does not include the fair values of non-financial assets and 

non-financial liabilities. 

 
 31 December 2020  31 December 2019 

 Carrying value Fair value Carrying value Fair value 

Financial assets     
Cash and cash equivalents 21,094 21,094 6,128 6,128 

Debt securities 11,503 11,546 9,394 9,398 
Loans to customers  40,831 49,896 28,689 35,106 

Other assets 47 47 56 56 
Total financial assets 73,475 82,583 44,267 50,688 

     
Financial liabilities     

Due to customers 70,413 70,838 42,214 42,376 
Other liabilities 201 201 72 72 

Total financial liabilities 70,614 71,039 42,286 42,448 

 

The following describes the methodologies and assumptions used to determine the fair value for those financial 

instruments: 

Cash. Represents cash on hand for which the carrying amount is its fair value. 

Balances with the Central Bank. The carrying amount equals to the fair value as these are current accounts at 

the Bank of Lithuania. 

Debt securities. Their fair value was calculated based on market quotations. 

Amounts due from and to credit institutions. For assets maturing within three months, the carrying amount 

approximates the fair value due to the relatively short-term maturity of these financial instruments. 

Loans to customers. The estimate was made by discounting of scheduled future cash flows of the individual loans 
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ACCOUNTING PRINCIPLES  (cont‘d)  

 
through the estimated maturity using prevailing market rates as at the respective year-end. 

Amounts due to customers. For balances maturing within three months the carrying amount approximates the 

fair value due to the relatively short maturity of these financial instruments. For longer term fixed interest-

bearing deposits and other borrowings the estimated fair value is based on discounted cash flows using interest 

rates for new debts with similar remaining maturity and credit quality. 

 

The following table shows an analysis of the financial instruments recorded at fair value by the level of the fair value 

hierarchy: 
31 December 2020 Level 1 Level 2 Level 3 Total 

Financial assets     
Debt securities measured at fair value through profit 

(loss) 
714 - - 714 

Total financial assets 714 - - 714 

 

 

31 December 2019 Level 1 Level 2 Level 3 Total 

Financial assets     
Debt securities measured at fair value through profit 

(loss) 
284 - - 284 

Total financial assets 284 - - 284 

 

The following table sets out the financial instruments not measured at fair value and analyses them by the level in the 

fair value hierarchy. 

 

 
31 December 2020 Level 1 Level 2 Level 3 Total 

Financial assets     
Cash and cash equivalents 21,094 - - 21,094 

Debt securities  11,503 - - 11,503 
Loans to customers  - 40,831 - 40,831 

Other assets - - 47 47 
Total financial assets 32,597 40,831 47 73,475 

     
Financial liabilities     

Due to customers - 70,413 - 70,413 
Other liabilities - - 201 201 

Total financial liabilities - 70,413 201 70,614 

 

 

31 December 2019 Level 1 Level 2 Level 3 Total 

Financial assets     
Cash and cash equivalents 6,128 - - 6,128 

Debt securities  9,394 - - 9,394 
Loans to customers  - 28,689 - 28,689 

Other assets - - 56 56 
Total financial assets 15,522 28,689 56 44,267 

     
Financial liabilities     

Due to customers - 42,214 - 42,214 
Other liabilities - - 72 72 

Total financial liabilities - 42,214 72 42,286 

 

Financial guarantees 
 

Guarantees represent irrevocable assurances that the Bank will make payments in the event when a customer cannot 

meet its obligations to the third parties. Bank issues guarantees for its clients to ensure a proper fulfilment of their 

obligations. 

 

Financial guarantees are initially recognised in the financial statements at fair value. Subsequent to initial recognition, 

the Bank’s liability under each guarantee is measured at the higher of the amortised premium and amount recorded 

at initial recognition less recorded revenues under IFRS 15. 
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ACCOUNTING PRINCIPLES  (cont‘d)  

 
Investment property 

 
Properties that are held for long-term rental yields or for capital appreciation or both, and that are not occupied by 

the Bank are classified as investment properties. Investment property comprise residential and commercial buildings 

and land plots with undetermined future use. 

 

Investment property is recognised only if it is probable that future economic benefits and expenses related to the 

property can be reasonably evaluated. This usually happens at the moment of risk transfer. 

 

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial recognition, 

investment properties are stated at fair value, which reflects market conditions at the reporting date. Gains or losses 

arising from changes in the fair values of investment properties are included in the profit or loss in the period in which 

they arise. 

 

When there is a change in use, investment property is transferred to tangible assets (if used for own purposes) or to 

inventories (if it has been decided to sell the asset). Fair value of the asset, determined at the moment of 

derecognition, is deemed cost for subsequent accounting. 

 

 

SEGMENT INFORMATION 

 
Operating segments are reported in accordance with the information analysed by the Board of the Bank, which is 

responsible for allocating resources to the reportable segments and assesses its performance. 

 

The Bank has three main business segments:  

 

- Traditional banking operations and lending – includes traditional banking operations such as issuing loans and providing 

banking services to private and corporate customers; 

- Transaction services – includes transaction services to other market participants; 

- Other activities – includes other banking operations not included in traditional banking operations and transaction 

segments such as operations with investment property. 

 
The key indicator for reporting to the management of the Bank is the pre-tax profit (loss), which consists of net interest 

income, net commission income, loan impairment changes, net result on operations on investment property, operating 

expenses, amortization and depreciation costs, and other net income. 

 

The Bank’s long term assets (except for small part of the financial assets) are located in Lithuania. The Bank has not 

earned income in other countries. 
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NOTE 1 NET INTEREST INCOME 
Year ended 

 

31 December 2020 31 December 2019 

Interest income on loans to customers 3,081 2,801 
Other similar income 74 107 

Interest income on debt securities measured at amortised cost 5 1 

Total interest income 3,160 2,909 

 

 

Interest expense on financial liabilities at amortised cost (688) (765) 

Interest expense on funds held in bank (47) (14) 

Deposit insurance expense (42) (51) 

   

Total interest and similar expense (777) (830) 

 

Net interest income 2,383 2,079 

 

 
NOTE 2 NET SERVICE FEE AND COMMISSION INCOME 

Year ended 
 

31 December 2020 31 December 2019 

Service fee and commission income 

Administration of bank accounts 301 18 

Payment services 206 7 

Loan administration services 134 43 

Cash operations 6 6 
 

Total service fee and commission income 647 74 
 

Service fee and commission expense: 

Loan administration services (59) (37) 

Payment services (14) (17) 

Cash collection services (3) (5) 

Other service fee and commission expense (6) (4) 
 

Total service fee and commission expense (82) (63) 
 

Net service fee and commission income 565 11 
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NOTE 3 NET RESULT ON DEBT SECURITIES TRADING 

 
 

31 December 2020 31 December 2019 

Trading book debt securities: 

Realised profit from debt securities 8 4 

Unrealised profit (loss) from debt securities 10 - 

Net result on trading book debt securities 18 4 

 

Banking book debt securities: 

Realised profit from debt securities measured at amortised cost 98 27 

Net result on banking book debt securities 98 27 

 

Total 116 31 

 

NOTE 4 OTHER INCOME 
Year ended 

 

31 December 2020 31 December 2019 

Rent income 30 47 

Result of investment property disposal - 15 

Issued fines - 3 

Other income 2 - 
 

Total 32 65 

 
 

NOTE 5 OTHER OPERATING EXPENSES 
Year ended 

 
31 December 2020 31 December 2019 

Payments for service providers 491 235 

Property maintenance expenses 69 16 

Legal and consulting expenses 55 68 

Marketing and advertising expenses 38 61 

Transportation expenses 37 41 

Communication expenses 18 74 

Debt collection expenses 15 54 

Personnel training expenses 11 12 

Fees, fines 9 32 

Other expenses 100 189 
 

Total 843 782 
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NOTE 6 IMPAIRMENT LOSSES 

Year ended 
 

31 December 2020 31 December 2019 

Impairment loss on loans: 

Impairment losses calculated during the year (89) 193 

Recovery of loans previously written-off 32 120 

Net impairment of loans and other financial assets (57) 313 
 

Impairment of other financial assets  - (16) 
 

Total (57) 297 

NOTE 7 INCOME TAX 
Year ended 

 31 December 2020 31 December 2019 

Current year income tax (92) (62) 

Deferred taxes 18 (33) 

Prior year corrections - - 

 

Total (74) (95) 

 
The income tax expense, applicable to the result of the current year, can be reconciled with the income tax expenses calculated 

using statutory income tax rate for the pre-tax income as follows: 

Year ended 
 31 December 2020 31 December 2019 

Profit before tax 588 523 
 

Profit tax calculated at 15% tax rate 88 80 

Non-taxable income (17) (34) 

Non-deductible expenses 21 16 

Charity - - 
 

Income tax expenses 92 62 

 

Deferred tax asset and liability: 

 

 Net balance at 1 
January 

Recognised in profit 
(loss) 

Balance at 31 December 2020 

Net amount 

 

Deferred tax asset 

 

Deferred tax 
liability 

Impairment of 
investment 

property 

(55) 9 (46) - (46) 

Accrued 
expenses 

12 6 18 18 - 

Provisions - 3 3 3 - 

Total (43) 18 (25) 21 (46) 

 

 Net balance at 1 
January 

Recognised in profit 
(loss) 

Balance at 31 December 2019 

Net amount 

 

Deferred tax asset 

 

Deferred tax 
liability 

Impairment of 
investment 

property 

(63) 8 (55) - (55) 

Accrued 
expenses 

9 3 12 12 - 

Impact from 
IFRS adoption 

44 (44) - - - 

Total (10) (33) (43) 12 (55) 
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NOTE 8 PROFIT ATTRIBUTABLE TO SHAREHOLDERS 

Basic earnings per share are calculated by dividing the net profit by the weighted average number of the ordinary shares outstanding 

during the period. 

The weighted average number of the ordinary shares outstanding was 168,783 as at 31 December 2020 and 2019 and has not changed 

during 2019 and 2020.  

 

Year ended 

 31 December 2020 31 December 2019 

Profit for the from continuous operations year attributable to shareholders 514 428 

Profit from discontinued operations attributable to shareholders - - 

Profit attributable to shareholders 514 428 
  

Weighted average number of the ordinary shares outstanding during the period 168,783 168,783 
  

Basic earnings per share (eur) 3.04 2.54 

Basic earnings per share (eur) from continuous operations 3.04 2.54 

Basic earnings per share (eur) from discontinued operations - - 

 
 

NOTE 9 CASH AND CASH EQUIVALENTS 

 
 31 December 2020 31 December 2019 

Cash on hand 15 26 

Current accounts with other credit institutions 398 441 

Current accounts with the Bank of Lithuania 20,681 5,661 
 

Total 21,094 6,128 

As at 31 December 2020 and 2019 cash and cash equivalents were not pledged. 
 
 

NOTE 10 DEBT SECURITIES MEASURED AT FAIR VALUE THROUGH PROFIT (LOSS) 
 . 
 31 December 2020 31 December 2019 

Trading book debt securities: 

Republic of Lithuania government bonds 714 284 
 

Total 714 284 
 

Debt securities based on term of redemption 

Short-term (less than 1 year)  - 

Long-term (more than 1 year) 714 284 

Total 714 284 
 

Debt securities measured at fair value through profit (loss) were not pledged as at 31 December 2020 and 2019. 
 
 

NOTE 11 LOANS TO PUBLIC 
 

 31 December 2020 31 December 2019 
Loans to customers, gross amount 41,405 29,184 

Loan impairment (574) (495) 

Loans to customers, net amount 40,831 28,689 
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NOTE 11 LOANS TO PUBLIC (CONT’D)  

 
Movement of loans in gross value is presented in the table: 
 Stage 1 Stage 2 Stage 3 Total 

Gross amount as at 31 December 2019 21,657 3,654 3,873 29,184 
Transfers between stages:  

From stage 1 to stage 2 (1,601) 1,560 - (41) 
From stage 1 to stage 3 (443)   395 (48) 
From stage 2 to stage 1 758 (817) - (59) 
From stage 2 to stage 3   (814) 750 (64) 
From stage 3 to stage 1 11 - (11) - 
From stage 3 to stage 2 -  437 (512) (75) 

New loans or increase in loan amount 20,511 228 41 20,780 
Derecognised loans (except for write-offs) (5,730) (1,577) (955) (8,262) 

Loans written-off during the period - - (10) (10) 
Gross amount as at 31 December 2020 35,163 2,671 3,571 41,405 

 

 
 

The movement in impairment of loans during 2020 is presented in the table: 
 

 Balance as at 
31 December 2019 

Increase due to new 
loans granted 

Change due to 
derecognition 

Change due to 
change in credit 

risk 

Loan write-offs Balance as at 
 31 December 2020 

Credit losses for performing 
loans (stage 1) 

(113) (196) 10 89 - (210) 

    
Credit losses for non-

performing loans (stage 2) 
(43) (3) 8 14 - (24) 

       
Credit losses for credit 

impaired loans (stage 3) 
(339) (10) 36 (37) 10 (340) 

       
Total amount of provisions (495) (209) 54 66 10 (574) 

 

 
 

NOTE 12 DEBT SECURITIES MEASURED AT AMORTISED COST 
 

 31 December 2020 31 December 2019 

Debt securities measured at amortised cost:   

Republic of Lithuania government bonds 9,660 9,394 

Republic of Estonia government bonds 1,543 - 

Republic of Bulgaria government bonds 300 - 

Total 11,503 9,394 

   

Debt securities based on term of redemption   

Short-term (less than 1 year) - 7,857 

Long-term (more than 1 year) 11,503 1,537 

Total 11,503 9,394 

 
 

Debt securities measured at amortised cost were not pledged as at 31 December 2020 and 2019. 
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Distribution of the Bank’s debt securities based on different stages and their respective impairment is presented in the table: 

 
 31 December 2020 
 Stage 1 Stage 2 Stage 3 Total 

Republic of Lithuania government bonds, gross amount 9,660 - - 9,660 
Less: impairment losses - - - - 

Republic of Lithuania government bonds, net amount 9,660 - - 9,660 
     

Republic of Estonia government bonds, gross amount 1,543 - - 1,543 
Less: impairment losses - - - - 

Republic of Estonia government bonds, net amount 1,543 - - 1,543 
     

Republic of Bulgaria government bonds, gross amount 300 - - 300 
Less: impairment losses - - - - 

Republic of Bulgaria government bonds, net amount 300 - - 300 
  

Total, gross amount 11,503 - - 11,503 
Less: impairment losses - - - - 

Total, net amount 11,503 - - 11,503 
 31 December 2019 
 Stage 1 Stage 2 Stage 3 Total 

Republic of Lithuania government bonds, gross amount 9,394 - - 9,394 
Less: impairment losses - - - - 

Republic of Lithuania government bonds, net amount 9,394 - - 9,394 
  

Total, gross amount 9,394 - - 9,394 
Less: impairment losses - - - - 

Total, net amount 9,394 - - 9,394 
 

NOTE 13 INTANGIBLE ASSETS 
 
Software and licenses  

1 January 2019 

  
Acquisition cost 156 

Accumulated amortisation    (72) 
Net book value 84 

 
 Year ended 31 December 2019: 

Net book value as at 1 January 84 

Additions 160 

Disposals and write-offs - 

Amortisation charge (29) 

 
Net book value as at December 31 215 

 
 31 December 2019: 

Acquisition cost 313 

Accumulated amortisation (98) 

 
Net book value 215 

 
 Year ended 31 December 2020: 

Net book value as at 1 January 215 

Additions - 

Disposals and write-offs - 

Amortisation charge (23) 

 
Net book value as at December 31 192 

 
 31 December 2020: 

Acquisition cost 313 

Accumulated amortisation (121) 

 
Net book value 192 

 

 
Useful life (years) 3 

 
 

In December 2019, the Bank acquired eBanksis banking license which was recognised under intangible assets. Acquisition cost of the 
license was EUR 169 thousand. The Bank is currently finishing license installation works and is planning to finish them in the first 
quarter of 2021. 
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NOTE 14 TANGIBLE ASSETS 
 

 
Land and buildings Vehicles 

Office and other 
equipment 

Total 
 

1 January 2019: 

Acquisition cost   1,916 116 142 2,174 

Accumulated depreciation (72) (39) (51) (162) 

Net book value 1,844 77 91 2,012 
 

 Year ended 31 December 2019: 

Net book value as at 1 January 1,844 77 91 2,012 

Additions - - 38 38 

Disposals and write-offs (189) - (21) (210) 

Depreciation charge (40) (19) (30) (89) 

Depreciation of disposed and written-off assets 39 - 11 50 

Net book value as at 31 December  1,654 58 89 1,801 
 

31 December 2019: 

Acquisition cost 1,727 116 159 2,002 

Accumulated depreciation (73) (58) (70) (201) 

Net book value 1,654 58 89 1,801 
 

 Year ended 31 December 2020: 

Net book value as at 1 January 1,654 58 89 1,801 

Additions - - 26 26 

Disposals and write-offs - - (18) (18) 

Depreciation charge (38) (19) (34) (91) 

Depreciation of disposed and written-off assets - - 18 18 

Net book value as at 31 December 1,616 39 81 1,736 
 

31 December 2020: 

Acquisition cost 1,727 116 167 2,010 

Accumulated depreciation (201) (77) (86) (274) 

Net book value 1,616 39 81 1,736 
 

 

Useful life (years) 40 6 3-6 3-40 
 

The Bank has rented part of its buildings as an operating lease (4.6 percent of total premises) as at 31 December 2020 (8.7 percent 
as at 31 December 2019).  
The bank did not have pledged tangible assets as at 31 December 2020 and 2019. 

Minimal future lease payments from operating lease agreements are presented in the table below: 

 
 

31 December 2020 31 December 2019 

Within 1 year 1-5 years After 5 years Within 1 year 1-5 years After 5 years 

11 - - 11 - - 

NOTE 15 INVESTMENT PROPERTY 
 

 
31 December 2020 31 December 2019 

 

 

Balance at the beginning of the year 2,988 2,357 

Additions 219 1,259 

Disposals (833) (691) 

Fair value change (13) 63 

Transfers to other assets  (853) - 

Balance at the end of the year 1,508 2,988 
 

 

The Bank has transferred part of the investment property (EUR 853 thousand) to inventories in 2020 due to changes in asset use. Items 

accounted for under inventories are actively being sold. EUR 672 thousand of these assets were sold at the beginning of 2021 before 

the preparation of these financial statements. 

 

Expenses related to the maintenance of investment property are recorded in the income statement under other operating expenses. 

In 2020 these expenses amounted to EUR 35 thousand (2019 – EUR 48 thousand).  
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NOTE 16 OTHER ASSETS 
 

 31 December 2020 31 December 2019 

Assets held for sale 853 - 

Deferred expenses 49 53 

Prepayments 28 25 

Other assets 19 31 
 

Total 949 109 

   

Impairment losses - (22) 

   

Other assets 949 87 

 
In the balance of other assets are included related impairment losses  
 

Impairment of other assets as at 31 December 2019: 22 

Change in impairment - 

Other assets written-off during the period (22) 
 

Impairment of other assets as at 31 December 2020: - 

 

NOTE 17 DUE TO CUSTOMERS 
. 

 31 December 2020 31 December 2019 
Current accounts: 

Financial corporate clients  16,925 357 

Private corporate clients 9,256 1,862 

Non-profit organisations 24 4 

Private clients 4,332 1,478 
 

Total current accounts 30,537 3,701 
 

Term deposits: 

Financial corporate clients  301 - 

Private corporate clients 349 250 

Non-profit organisations 438 304 

Private clients 38,788 37,959 
 

Total term deposits 39,876 38,513 
 

Total 70,413 42,214 

Due to customers, based on maturity 

Current (within 1 year) 42,379 14,386 

Non-current (over 1 year) 28,034 27,828 
 

Total 70,413 42,214 

 

NOTE 18 CONTRACTUAL COMMITMENTS  

 
Contractual commitments as at 31 December 2019: 30 

Received advance payments 709 

Completed contractual commitments 719 
 

Contractual commitments as at 31 December 2020: 20 

 
The Bank’s contractual commitments originate from sale-purchase agreements of investment property. Based on contractual 

commitments recognised in the statement of the financial position as at 31 December 2020, completed contractual commitments 

in 2021 amount to EUR 672 thousand. 
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NOTE 19 OTHER LIABILITIES  

 
 

 31 December 2020 31 December 2019 
Other liabilities: 

Payable for services 206 42 

Vacation reserve 120 82 

Deferred revenue 10 - 

Other liabilities - 12 

   

Total other liabilities 336 136 
 

Other liabilities based on settlement term: 

Current (within 1 year) 336 136 

Non-current (over 1 year) - - 
 

Total other liabilities 336 136 

 

NOTE 20 SHAREHOLDER’S EQUITY 
 

Share capital 

As at 31 December 2020 and 2019 the Bank’s share capital consisted was EUR 4,725,924 and consisted of 168,783 ordinary shares 

with the part value of EUR 28 each.  

As at 31 December 2020 and 2019 all Bank shares are fully paid. Each share is entitled to equal voting rights, dividends and 

participation in distribution of residual assets in the even of a winding-up. The Bank’s shares are not publicly listed.  

 

As at 31 December 2020 the Bank had 3,626 shareholders (31 December 2019 – 3,806 shareholders).  

 

10 shareholders of the Bank (UAB “Mano unijos kapitalas”, Vytautas Jonas Lapienis, Skaistė Lapienė, Juozas Lapienis, Vytautas 

Olšauskas, Kęstutis Olšauskas, Tomas Kudirka, Pijus Ralys, UAB „Vilniaus kapitalas“, UAB „Gintarinė energija“) had signed a 

shareholders agreements and together composed a shareholders group which together owned 64.95 percent of the Bank shares as 

at  31 December 2020 (31 December 2019 – 71.73 percent).  

 

The Bank did not acquire or dispose any of its shares during 2020 and did not own its own shares as at 31 December 2020 and 2019. 

 
Reserve capital 

The Bank’s reserve capital is formed from the Bank’s profit and purpose of it is to guarantee the financial stability of the Bank. 

Shareholders can decide to use the reserve capital to cover losses. 

 

Legal reserve 
 

In accordance with Republic of Lithuania law on banks, annual transfers of not less than 5 percent of net profit are compulsory. 

Shareholders can decide to use the reserve to cover the Bank’s operating losses. 

 

NOTE 21 OFF-BALANCE SHEET ITEMS AND CONTINGENCIES 

 
Tax inspections 
 

Tax Administrator has not carried out a comprehensive tax inspection in the Company. The Tax Administrator may at any time examine 

the books, records and tax declarations of the current and last 3 years, and in certain cases of the current ant last 5 or 10 years and 

calculate additional taxes and fines. The Bank's management is not aware of any circumstances that might give rise to a potential 

material liability in this regard. 
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Legal disputes 

 

The Bank is a defendant in a Vilnius regional court civil case No. e2-1511-866/2020 against a claimant MONABANQ S.A. for infringement 

of trademark and unfair competition. On 20 October 2020 the Bank has dismissed the claim. MONABANQ S.A. has appealed the decision 

on 19 November 2020. The claim has proceeded to the Appeal court. 

Vilnius regional court has dismissed claim from MONABANQ S.A. in a civil case No. e2-4014-580/2020 related to the decision of State 

Patent Bureau to reject the claimant’s request related to registration of AB “Mano Bankas” trademark. MONABANQ S.A. has appealed 

the decision on 18 January 2021. The claim has proceeded to the Appeal court. 

 

These disputes are non-monetary. 

 

The Bank has lost a civil case No, e2-2409-392/2020 in Vilnius regional court, related to modification of agreement terms, reduction 

of fine and change of the client record. Based on the court decision, the Bank has to pay EUR 129 thousand to the claimant. The Bank 

has appealed this decision in November 2020 and requested to reduce the claim to EUR 21 thousand. The appeal has proceeded to the 

Appeal court. The Bank has formed a provision of EUR 21 thousand to cover potential claims based on it’s best estimate. 

 

Guarantees and letters of credit: 
 

 31 December 2020 31 December 2019 
Issued financial guarantees 1,023 80 

Outstanding letters of credit 5,285 1,827 

Total 6,308 1,907 

   

Cash held as guarantee assurance (1,007) (58) 
 

Net guarantees and letters of credit 5,301 1,849 

 

 
The Bank has several vehicle lease and use agreement. As at 31 December 2020 the Bank had 5 vehicles under such agreements (31 

December 2019 – 6). The mentioned agreements have no defined ending term. In 2020 operating lease expenses amounted to EUR 10 

thousand (2019 – EUR 9 thousand). 

 

NOTE 22 RELATED PARTY TRANSACTIONS 
 

During 2020 and 2019 a certain number of transactions within the normal course of business occurred with related parties. These 

transactions include payments, loans and deposits. 

 

Balances of loans, off-balance sheet commitments and deposits with related parties as well as their average interest rates are 

presented in the table below: 

 
 

 
 

Balance of deposits, year-end 
 

Average annual interest rate, percentage 

 2020 2019 2020 2019 
Supervisory Board and 

Board members 
1,702 56 0.00-1.32 0.00-1.12 

Shareholders 757 6 
0.00-3.00 

 
0.00 

Other related 
parties 

 
675 7 0.00 0.00 

Total 3,134 69   

 
 

 
Loan balance, year-end 

Average annual interest 
rate, percentage 

Value of collateral, year-
end 

Impairment losses 

 2020 2019 2020 2019 2020 2019 2020 2019 
Supervisory Board and 

Board members 
205 241 5.00 5.00 269 314 - (3) 

Shareholders 124 710 7.00 7.00-7.50 340 1,385 - - 
Total 329 951   609 1,699 - (3) 

In relation with share 
capital, percentage 4.74 14.75 

Compensation of key management personnel 
 
During 2020 salaries and other short-term benefits to the members of the Bank board and Head of administration amounted to EUR 

225 thousand (2019 – EUR 179 thousand). 
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NOTE 23 SEGMENT INFORMATION 
 

  
31 December 2020 31 December 2019 

  
Traditional 

banking 
Transaction 

services 
Other 

activities 
Total  

Traditional 
banking 

Transaction 
services 

Other 
activities 

Total  

Interest and other similar income 3,155 -  5 3,160 2,908 -  1 2,909 

Interest and other similar expense (729) -  (48) (777) (815) -  (15) (830) 

Net interest income 2,426 - (43) 2,383 2 093 - (14) 2,079 

                  

Service fee and commission income 135 508 4 647 41 33 - 74 

Service fee and commission expense (11) (13) (58) (82) (15) (17) (31) (63) 

Net service fee and commission 
income 

124 495 (54) 565 
26 16 (31) 

11 

                  

Net result on debt securities trading 116 -    116 31  -  - 31 

Net result on operations from non-
financial assets 

-  -  (95) (95)) -   - (31) (31) 

Other income -  -  31 31 -   - 50 50 

                  

Salaries and related expenses (878) (214) (273) (1,365) (623) (143) (310) (1,076) 

Depreciation and amortisation (57) (24) (32) (113) (51) (28) (40) (119) 

Other operating expenses (327) (297) (219) (843) (363) (221) (198) (782) 

Profit before impairment 
1,404 (40) (685) 679 1,113 (376) (574) 163 

                  

Provisions   - -  (21) -21 - -  -  -  

Impairment of loans and other financial 
assets 

(57) -    -57 313  - -  313 

                  

Fair value change of investment 
property 

- -  (13) -13 -   - 63 63 

Other impairment losses 
-  -    0 -   - (16) (16) 

Operating profit 
1,347 -40 -719 588 1,426 (376) (527) 523 

               

Income tax expense (198) 11 113 (74) (219) 51 73 (95) 

               

Net profit 1,149 (29) (606) 514 1,207 (325) (454) 428 

 
 

NOTE 24 EVENTS AFTER THE REPORTING DATE 
 

Based on the Bank’s Supervisory Review and Evaluation Process (SREP) conducted in 2020, on 28 January 2021, the Board of the Bank 

of Lithuania has established additional capital requirement of 2.1 percent of generally evaluated risk amount. 

 

 

NOTE 25 FINANCIAL RISK MANAGEMENT 
 

Risk is integral to the Bank’s activity. Risk management is a continuous process designed to ensure that all risks that the Bank is 

exposed to are identified and understood, their potential effects are anticipated and measures are undertaken to reduce their 

potential adverse effects. 
 

Risk is managed through a process of ongoing identification, measurement and monitoring, subject to risk limits and other controls. 

This process of risk management is critical to the Bank’s continuing profitability and each individual within the Bank is accountable 

for the risk exposures relating to his or her responsibilities.  

 

The Bank is exposed to credit risk, liquidity risk and market risk, it is also subject to operating risk. 
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Risk management structure 

 

The Bank’s risk management structure is based on a three-level control form: 

• 1st line of defence – participants of the business process, who undertake the risk and have the ability to ensure that the 

undertaken risk is acceptable. 

• 2nd line of defence – risk management, compliance and control function participants, who are responsible for setting risk 

management guidelines, risk assessment and application of risk management instruments. 

• 3rd line of defence – internal audit members, responsible for testing and evaluating effectiveness of organization 

management, risk management and internal controls. 

 

Supervisory Board 

The Supervisory Board has the responsibility for monitoring the overall risk process within the Bank and ensures an effective internal 

control system. 

 

Audit Committee 

Audit Committee reports to the Supervisory Board and has the responsibility to monitor and evaluate efficiency of the Bank’s internal 

risk and control procedures and assesses the work of internal audit division. 

 

Board  

The Board is responsible for the overall risk management approach and supervises its implementation. The Board also supervises other 

Bank departments in terms of risk management. 

 

Risk Department 

The Risk Department is responsible for monitoring compliance with risk principles, policies and limits, across the Bank.  

 

Compliance Department 

Compliance Department ensures that the Bank’s activity is in compliance with the European Union and the Republic of Lithuania laws 

and other legislation, creates and develops compliance risk management processes. 

 

Finance Department 

Finance Department is responsible for overall risk management related to the Bank’s liquidity and ensures that appropriate procedures 

and measures are taken to manage liquidity risk. 

 

Internal audit division 

Evaluation of the Bank’s internal control systems, risk management and compliance are performed by the Internal Bank audit division. 

 

Other departments 

Other Bank departments act as a 1st line of defence in their respective functions by ensuring that the risk taken is within the Bank’s 

risk limits. 

 

Risk measurement and reporting systems 

 

The Bank applies credit risk management measures, which could relevantly be divided into two types: 

 

1) Measures that help to avoid taking unwarrantably high risk.  

 

Measures that help to avoid decisions to grant unwarrantably high risk include: multi-stage decision-making and its approval 

system, risk allocation among structural levels – limit establishment, security measures for credit repayment (collateral). Multi 

stage decision making and approval system has an aim to ensure that loans issuance/credit granting would not be in hands of one 

authorised person. Based on the type of transaction, the approval has to be confirmed with direct supervisor, the Bank’s Loans 

committee, Board or Supervisory Board. There are certain limits to authorized persons that do not require a second approval – it 

is lower risk, standardised contracts that are issued based on clearly defined guidelines (collection of deposits, issuing consumer 

loans). An integral part of the Bank’s risk management system – system of risk limits and indicators, which includes all risks that 

the Bank faces. This system has two goals: first – constricting risk appetite, second – ensuring appropriate division of risk evaluation 

between the Bank’s administration, Board and Supervisory Board. 

  

2) Measures ensuring an effective monitoring of undertaken risks.  

The undertaken risk has to be controlled in order to maintain it at a satisfactory level. That is achieved by obtaining and analysing 

information in a timely manner, constantly monitoring risk related transactions and external conditions. Receiving timely, 

comprehensive and reliable data in a timely manner and basing decisions on it, is one of the key instruments in risk management. 

This allows the Bank to evaluate the factual risk and estimate it’s possible changes in the best possible way. The Bank’s main 

safety and reliability principle is related to monitoring and administrating risk related transactions. Appropriate administration 

of these transactions involves timely update of counterparties information, adding this information into the Bank’s system and 

preparing related documents and their changes. Monitoring external conditions is also an integral part of the Bank’s risk 

management system. Business related information is reviewed and analysed to determine and control external risks. 
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Risk management measures are integral to periodical reporting process, which is designed to inform the Bank’s management and 

responsible departments in a timely manner about risk environment and to escalate questions in need to the higher Bank structures. 

 

Credit risk 

 

Credit risk in the Bank arises from lending (granting loans) and investing (debt securities) activity as well as from off-balance 

commitments (letters of credit). 

 

The Bank has an established credit risk management system that is consistently developed and includes crediting policy, monitoring 

credit risk limits, other credit risk management tools, credit risk management internal controls and internal audit. 

 

The Supervisory Board of the Bank has approved the highest level credit risk limit system. The Board of the Bank has approved credit 

risk policy and procedures in which credit risk management principles are determined, appropriate credit risk level and structure are 

defined and credit risk management tools and their interaction are described. Such way ensures a unified credit risk acceptance 

principles, that are in line with the Bank’s crediting activity and complexity as well as legal requirements. 

 

The Bank only accepts risk in those areas that are familiar to it and where the Bank has sufficient positive experience, in order to 

avoid unnecessary large risk that might impact the shareholder’s equity, but at the same time to ensure sufficient profitability, that 

would allow the Bank to have a steady market share and improve shareholder’s value considering the ever-growing competition. The 

Bank applies principles of safety, conservatism and awareness when taking on additional credit risk. 

 

The Bank’s crediting policy is mainly focused on small and medium size clients with the main goal to ensure better financing conditions 

and adequate support, while considering capabilities of the Bank. 

 

New branches of business or products are only included in the Banks activity after proper risk assessment. All crediting instruments 

and processes are regulated and documented in accordance with risk assessment and internal control requirements. 

 

Credit risk management of the Bank is organised in a way to avoid personnel or structural departments interest conflicts. The Bank 

has applied a principle that profitability should not be achieved through overly high levels of credit risk. 

 

Maximum exposure to credit risk without taking into account any collateral and other credit enhancement 

 

The table below shows the maximum exposure to credit risk. The maximum exposure is shown in net value, before the effect of 

collateral agreements. 
 

31 December 2020 31 December 2019 

Cash and cash equivalents: 21,079 6,102 

Balances held in other banks 398 441 

Balances with the Bank of Lithuania 20,681 5,661 

   

Loans to customers: 40,831 28,689 

Loans to private individuals 12,815 10,682 

Loans to corporate clients 28,016 18,007 

   

Debt instruments measured at fair value through profit (loss): 714 284 

Debt instruments measured at fair value through profit (loss) 714 284 

   

Debt securities measured at amortised cost: 11,503 9,394 

Debt securities measured at amortised cost 11,503 9,394 

   

Other assets 47 31 

Other financial assets 47 31 

 

Off-balance sheet items bearing credit risk 

Issued financial guarantees 1,023 80 

Outstanding letters of credit 5,285 1,827 

   

31 December 80,482 46,407 

 

The table above discloses credit risk positions based on the worst scenario on 31 December 2020 and 31 December 2019 without taking 

into account the value of collateral and other credit risk mitigating measures. Value of the assets is disclosed at net, same as in the 

statement of financial position. 

 

The amounts reflected in the table for guarantees and letters of credit represent the possible maximum accounting loss that would 

be recognised at the reporting date if counterparties failed completely to perform as contracted. Commitments to issue loans do not 

necessarily reflect the future cash flow requirements as these commitments might expire or be terminated before any pay-out occurs. 
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Debt securities of the Bank are disclosed based on geographical segments in the table below: 
 

31 December 2020 31 December 2019 

Republic of Lithuania government 10,374 9,678 

Republic of Estonia government 1,543 - 

Republic of Bulgaria government 300 - 

   

Total 12,217 9,678 

 

Collateral and other credit enhancements 

 

The Bank has set guidelines that define acceptable type of collaterals for credits. The Bank issues loans that are collateralised by real 

estate assets, pledges of mobile assets or rights to other assets, guarantees and other types of collateral. The Bank has a goal that 

overall part of loans that are collateralised by real estate assets would not exceed 30 percent of the total loan portfolio (excluding 

consumer loans). 

 

All assets pledged to the bank, except for products, materials and goods for sale have to be evaluated based on internal policies of 

the Bank. The Bank has employees that are certified valuators with sufficient experience to review the quality of external valuation 

reports and to perform periodic revision of collateral values. 

 

Asset values are determined for the purpose of being pledged. New real estate items and land plots can be pledged at their sale price 

as described in a sale-purchase agreement. Legal rights are assigned a symbolic value of EUR 1 if a supporting valuation of such rights 

is not provided to the Bank. When determining value of collateral, a lower of market value and purchase price is selected to comply 

with responsible lending requirements. 

All collaterals are periodically revaluated based on the type of collateral, basis of valuation and credit stage. For loans that are in 

default, a repeated valuation of collateral has to be performed not later than 120 days after the loans is determined to be in default.  

 

Main types of collateral based on the fair value at the latest day of valuation are presented in the table: 
 

31 December 2020 31 December 2019 

 Corporate 

clients 

Private 

clients 

Total Corporate 

clients 

Private 

clients 

Total 

Received guarantees 4,053 61 4,114 72 147 219 

Real estate assets 30,760 17,755 48,515 13,816 22,117 35,933 

Mobile assets 5,939 26 5,965 27 225 252 

Vehicles 243 41 284 57 496 553 

Land 11,467 5,306 16,773 5,086 15,823 20,909 

Other 16,987 190 17,177 162 449 611 

Total 69,449 23,379 92,828 19,220 39,257 58,477 

 

Bank manages, limits and controls credit risk concentration by imposing certain limits: maximal share of loan portfolio to a particular 

sector, maximal loan amount to the related parties, maximal loan amounts to the management of the Bank, minimal number of 

different sectors in the loan portfolio, maximal share of large credits in the loans portfolio. 

 

The Bank does not face a geographical concentration risk.  

 

An industry sector split of the Bank’s financial assets before thanking into account collateral is presented below: 

 
 31 December 2020 31 December 2019 

Corporate clients 28,016 18,007 

Real estate operations 12,907 12,476 

Trading 2,313 1,209 

Construction 1,538 1,897  

Hospitality industry  390 577 

Manufacturing 2,033 167 

Services 4,095 1,191 

Agriculture 370 354 

Transportation 1,828 135 

Financial services 2,542 - 

Private clients 12,815 10,682  

Real estate mortgages 5,932 4,732 

Consumer loans 2,684 2,048 

Other loans 4,199 3,902 

Total 40,831 28,689 

 

The Bank faces credit concentration risk due to significant funding in the real estate business. Funding of this business sector has 
historically been a significant part of overall Bank lending, thus granting the Bank significant experience and competencies in it. This 
concentration is consistently being reduced by increasing lending in other business sectors. As at 31 December 2020 35 percent of the 
Bank’s loan portfolio was comprised of credits provided to entities operating in the real estate (31 December 2019 - 43 percent). 
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Credit quality 

 

The Bank manages credit risk of financial assets based on internal risk management system as described below: 

 

Expected credit losses and impairment 

Impairment model (expected credit losses model) is applied for financial assets stated at amortised cost. These assets are segregated 

into 3 stages depending on the change in credit risk since initial recognition. Same method is used to calculate expected credit losses 

for off-balance sheet items. 

Loans are divided into three stages based on changes in credit risk since initial recognition: 

 

• Stage 1: all performing loans without significant changes in credit risk since initial recognition (no loss events have been 

recorded).  

• Stage 2: loans with significant increase in credit risk since initial recognition, however the debtor is still meeting his 

obligations. Significant increase in credit risk is defined as decrease in debtors internal Bank rating, delays in contractual 

payments over 30 days, modification of loan due to debtor’s financial situation and in other cases. 

• Stage 3: all defaulted loans. It is considered that the loan is in default if contractual payments are delayed for over 90 days, 

the client has the lowest internal Bank rating, there has been a forced loan modification, other party is going bankrupt or is 

being restructured and in other cases. 

 

Provisions are estimated for each position as follows:  

• Stage 1 (no significant increase in credit risk since initial recognition): provision is calculated as a sum of 12 month expected 

credit losses (ECL). 

• Stage 2 (significant increase in credit risk since initial recognition): provision is calculated as a sum of life time ECL.  

• Stage 3 (default): provision is calculated as a sum of life time ECL.  

 

Historic loan portfolio data of the Bank is used when determining probabilities of default. The Bank uses stage transfer matrixes based 

on the client type. LGD coefficients are assigned for each position based on the value of collateral and discounting them at certain 

rate and over certain period. Discounting norm and period are determined based on historical Bank data on debt collection process. 

For consumer loans, LGD is determined at a group level based on historical debt collection information. 

 

In the probability of default estimation, the Bank includes prospective information. The Bank uses different economic development 

scenarios that are assigned to particular financial asset. The impact of such scenarios has been determined using statistical regressive 

analysis and expert valuation. This prospective information has been included for the first time, while preparing the estimate, in 2020 

in order to account for increasing credit risk due to COVID-19 pandemic. 

 

Gross loan balance is reduced through impairment account. Impairment losses are included in the statement of profit (loss). All 

financial instruments are reviewed after initial recognition to determine whether there has been a significant increase in credit risk. 

At least every 2 years a detailed client risk profile assessment is performed for individual persons, and at least once every quarter 

such procedure is performed for corporate clients. The Bank performs assessment of indicators that determine change in credit risk 

every month and revises previously determined impairment. 

 

Breakdown of impairment for financial instruments by stages: 
   

 31 December 2020 31 December 2019 

 Gross amount Impairment Gross amount Impairment 

Stage 1     

Debt securities 11,503 - 9,394 - 

Loans and receivables 35,163 (211) 21,656 (113) 

Stage 2     

Loans and receivables 2,671 (23) 3,654 (43) 

Stage 3     

Loans and receivables 3,571 (340) 3,873 (339) 

Total  52,908 (574) 38,577 (495) 
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Liquidity risk 

 

Liquidity risk refers to the availability of sufficient funds to meet deposit withdrawals and other financial commitments associated 

with financial instruments as they fall due. The goal of liquidity risk management policy is to ensure, that all risk related to liquidity 

are known, evaluated and constantly monitored and managed. 

 

The Bank controls current, short-term and long-term liquidity through various measures – daily control of cash balances, analysing 

future cash flows, preparing liquidity gap analysis, debt securities, etc. 

The Bank has set liquidity risk limits to monitor and assess liquidity risk: term deposits structure limit, maximal amount of term 

deposits with maturity date within 30 days share in the total pool of term deposits, dependence on the largest depositors. 

 

From the beginning of 2015, the mandatory requirements of compliance with liquidity coverage ratio came into force according to 

Regulation (EU) No 575/2013 of the European Parliament and of the Council. The liquidity coverage ratio (LCR) refers to highly liquid 

assets held by the Bank in order to meet short-term obligations. The Bank is required to hold an amount of highly-liquid assets, such 

as cash treasury bonds and other liquid financial instruments, equal to or greater than net cash outflow over a 30-day period, i.e. 

liquidity coverage ratio cannot be lower than 100 percent.  

 

Liquidity coverage ratios of the Bank are as follows 
 31 December 2020 31 December 2019 

Liquid assets 32,634 15,172  

Short-terms (up to 30 days) obligations 21,651 7,732  

Liquidity coverage ratio (LCR), 

percentage 

150.73  196.22    

 

Majority of term deposits have a maturity date of 13-24 months. Historical Bank data shows, that most of deposits have their terms 

extended, allowing the bank to ensure steady cash balance. This allows to invest into longer term financial assets.  

 

The following tables provide an analysis of financial assets and liabilities based on contractual undiscounted repayment obligations: 

 
 31 December 2020 

 
On demand 

Less than 1 

month 
1 to 3 months 

3 months to 1 

year 
1 to 3 years Over 3 years 

Without 

maturity 
Total 

Assets:         

Cash and cash 

equivalents 

21,094       21,094 

Debt securities     3,618 8,599  12,217 

Loans to customers   385 819 10,339 13,030 14,812 1,446 40,831 

Other assets       4,385 4,385 

Total assets 21,094 385 819 10,339 16,648 23,411 5,831 78,527 

         

Liabilities:         

Due to customers 30,536 1,751 4,105 18,702 12,837 2,482  70,413 

Other liabilities  469      469 

Total liabilities 30,536 2,220 4,105 18,702 12,837 2,482  70,882 

Credit commitments        5,285 

Net position (9,442) (7,120) (3,286) (8,363) 3,811 20,929 5,831 2,360 

Net gap (9,442) (16,562) (19,848) (28,211) (24,400) (3,471) 2,360  

 

  

http://www.investopedia.com/terms/t/treasurybond.asp
http://www.investopedia.com/terms/n/net-cash.asp
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 31 December 2019 

 
On demand 

Less than 1 

month 
1 to 3 months 

3 months to 1 

year 
1 to 3 years Over 3 years 

Without 

maturity 
Total 

Assets:         

Cash and cash 

equivalents 
6,128       6,128 

Debt securities   4,407 3,450 1,727 94  9,678 

Loans to customers   598 1,442 6,412 10,670 8,376 1,191 28,689 

Other assets   34 53 12 127 4,877 5,103 

Total assets 6,128 598 5,883 9,915 12,409 8,597 6,068 49,598 

         

Liabilities:         

Due to customers 3,701 2,078 3,292 14,554 15,559 3,030  42,214 

Other liabilities  50   182    232 

Total liabilities 3,701 2,128 3,292 14,736 15,559 3,030  42,446 

Credit commitments  68   552 1,207   1,827 

Net position 2,427 (1,598) 2,591 (5,373) (4,357) 5,567 6,068 5,325 

Net gap 2,427 829 3,420 (1,953) (6,310) (743) 5,325  

 

Market risk 

 

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market variables. 

The Bank considers these types of market risk: 

• Interest rate risk – risk, that the Bank will incur losses due to changes in interest rates; 

• Foreign exchange rates – risk, that the Bank will incur losses due to changes in foreign currency exchange rate while having 

open foreign currency positions; 

• Debt securities risk – risk, that the Bank will incur losses due value changes from open positions in debt securities (including 

dividend risk); 

• Equity risk – risk, that the Bank will incur losses due to price changes in open market traded positions. 

The Bank also faces risk related to real estate market prices in administering loans in default and owning assets collected from 

collateral. The Bank faces a risk of incurring losses due to low asset liquidity or decrease in market prices that might impair the Bank’s 

ability to realise such assets. 

 

In 2020 and 2019 the Bank did not face risk related to foreign exchange rates, debt securities and equity as it did not conclude activity 

that would be subject to the mentioned risks. 

 

In order to monitor and evaluate market risk, the Bank has imposed market risk limits: minimal average interest rate in loan portfolio, 

maximal average interest rate in term deposit portfolio, maximal economic value change of equity in different short and long-term 

interest change scenarios. Trading activity limits are expressed through comparable portfolios which are designed to define trading 

activity goals and limits that have to be complied with when conducting such activity. 

 

Interest rate risk 

 

Interest rate risk – risk, that the Bank will incur losses due to changes in interest rates. Interest rate is common within the Bank and 

is integral source of the Bank’s profitability. However, interest rate risk that is too high might adversely impact Bank’s profitability if 

it affects interest sensitive revenues and expenses too much. 

Bank’s interest risk management system includes the following elements: appropriate supervision from the Supervisory Board, Board, 

head of administration, head of finance and head of risk management department, adequate risk management procedures, risk 

assessment, monitoring and control functions, effective internal controls and internal audit. 

The goals of interest rate risk monitoring are to ensure a unified understanding of interest rate risk, adequate identification of risk 

factors and understanding of their consequences, appropriate application of preventive and corrective measures. Interest rate risk 

management is an integral part of the Bank’s risk management system and is based on three-line defence system, risk indicators and 

limits. 

The table below includes the Bank’s assets and liabilities at carrying amounts, classified by the earlier of contractual re-pricing or 

maturity dates. 
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 31 December 2020 

 
Less than 1 month 1 to 3 months 3 to 6 months 

6 months to 1 

year 
1 to 3 years Over 3 years Total 

Assets:        

Cash and cash equivalents 21,094           21,094 

Debt securities - - - - 3,618 8,599 12,218 

Loans to customers  7,941 7,766 14,475 6,557 2,270 1,822 40,831 

Other assets   47   49 2,361 1,928 4,385 

Sensitive assets to interest rate 

fluctuations 
29,035 7,766 14,475 6,557 5,888 10,422 74,143 

Non-sensitive assets to interest 

rate fluctuations 
-  47 -  49 2,361 1,928 4,385 

Liabilities:               

Due to customers 32,332 4,034 4,710 14,022 12,783 2,483 70,363 

Other liabilities 50 254 -  205 -  -  508 

Off-balance sheet liabilities               

Sensitive liabilities to interest rate 

fluctuations 
32,332 4,034 4,710 14,022 12,783 2,483 70,363 

Non-sensitive liabilities and equity 

to interest rate fluctuations 
50 254 -  205 -  -  508 

Interest sensitivity gap (3,297) 3,732 9,766 (7,465) (6,895) 7,939 3,780 

 

 
 31 December 2019 

 
Less than 1 month 1 to 3 months 3 to 6 months 

6 months to 1 

year 
1 to 3 years Over 3 years Total 

Assets:        

Cash and cash equivalents 6,128           6,128 

Debt securities   4,407 2,237 1,213 1,727 94 9,678 

Loans to customers  2,306 8,745 6,225 4,047 4,264 3,102 28,689 

Other assets   34   53 12 5,004 5,103 

Sensitive assets to interest rate 

fluctuations 
8,434 13,152 8,462 5,260 5,801 3,102 44,211 

Non-sensitive assets to interest 

rate fluctuations 
 34  53 202 5,098 5,387 

Liabilities:        

Due to customers 5,779 3,292 3,618 10,936 15,559 3,030 42,214 

Other liabilities 50   30 152     232 

Off-balance sheet liabilities              

Sensitive liabilities to interest rate 

fluctuations 
5,779 3,292 3,618 10,936 15,559 3,030 42,214 

Non-sensitive liabilities and equity 

to interest rate fluctuations 
50  30 152   232 

Interest sensitivity gap 2,655 9,860 4,844 (5,676) (9,758) 72 1,997 

 

Table below summarises effect of interest rate risk on the Bank’s net interest income as at 31 December 2020 and 31 December 2019: 

 
 

Change in interest rate 
Effect to net interest income 

 31 December 2020 31 December 2019 

Eur + 1 percent  43 137 

Eur - 1 percent  (43) (137) 

 

Operational risk 
 
Operational risk – risk, that the Bank will incur losses due to lack of or failure to act on appropriate internal control processes, 
personnel mistakes and (or) illegal actions, IT systems failures or from impact of external events. Operational risk, contrary to other 
types of risk (Credit, market, liquidity) is not undertaken voluntarily in order to gain from it. It occurs naturally from Bank’s activities. 
 
Principles to manage the Bank’s operational risk: appropriately identify and assess operational risk; prevent bigger operational risk 
events and losses through effective internal control; appropriately organize and supervise internal control environment by consistently 
reviewing the control methods; focus time and funds to determine key sources of operational risk and to manage them in all Bank 
activities. 
 
The Bank has implemented the following operational risk management methods – the Bank’s operational risk events registering system, 
operational risk indicator and their limit monitoring system, multi-level management reporting system. Reputational risk is managed 
through operational risk management system – events recorded in the operational risk management system that pose signs of 
reputational risk are included in the OR events register, where they are monitored, analysed and evaluated. 
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IT risk 
 
The Bank allocates significant attention and resources to manage IT risk. The Bank has IT security risk management policy and other 
internal procedures for user right and workspace management as well as rules for replacing IT systems and technology. The Bank has 
same requirements for monitoring analysing and correcting IT risk events as for other operating risks (see above). Due to COVID-19 a 
significant part of banking services were transferred to the digital space in 2020. The Bank has also reorganised it’s internal work 
processes to enable remote work. In order to control increasing risks related to these changes and to improve other areas of activity, 
the Bank has increased the number of IT department employees in 2020 and also invested into other modern working tools. 
 
 
Compliance risk 
 
Compliance risk is such risk, that the Bank will not meet the legal requirements of regulating acts of law, European Banking Authority 
and Bank of Lithuania guidelines and requirements. Compliance functions in the Bank are determined based on the size and complexity 
of activity, operations and their risk level as well as potential sanctions for non-compliance. Compliance officers carry out risk 
evaluation through risk-based approach and periodically inform the Bank’s management about identified risk and measures to mitigate 
them. In 2020 the compliance function was particularly focused in money laundering and terrorist funding prevention area. Significant 
emphasis was also put on personal data protection, managing externally purchased services and implementing new IRT and security 
risk management requirements. 
 
Stress testing 
 
Besides regularly performing risk assessment and measuring capital adequacy, the Bank also performs testing at the most unfavourable 
conditions (stress testing) that is part of the Banks internal capital (ICAAP) and liquidity (ILAAP) adequacy assessment process. Testing 
includes different types of risks, identified during self-assessment. The Bank assesses whether the capital basis would be enough to 
cover potential losses due to deteriorated financial position. According to the requirements of the Bank of Lithuania, stress testing is 
performed annually. If there is a need to better understand individual risk factors, separate risk ad hoc testing is performed. 

 
Capital management 

 
The Bank’s capital is calculated and distributed across risks based on European Union Capital Requirements Directive and Regulation 

(ES) No 575/2013 (CRDIV / CRR). Primary objectives of the Bank’s capital management: 

 
1) To ensure that the Bank complies with externally imposed capital requirements and internal capital adequacy goals;; 

2) To ensure the Bank’s ability to continue as a going concern, maximise value for shareholders and third parties; 

3) Promote Bank’s business development through strong capital basis. 
 

The Bank provides quarterly capital adequacy reporting to regulatory institution, based on CRR/CRD IV requirements. Banks have to 

meet the following equity requirements: 

- 4.5 percent Tier 1 own capital ratio. This is the ratio between the Bank’s 1st level own capital and risk-weighted assets, including 

off-balance sheet liabilities. 

- 6 percent Tier 1 capital ratio. This is the ratio between the Bank’s 1st level capital and risk-weighted assets, including off-balance 

sheet liabilities. 

- 8 percent general capital adequacy ratio. This is the ratio between the Bank’s eligible capital and risk-weighted assets, including 

off-balance sheet liabilities. 

 

 
Besides the minimal capital requirements, banks have to comply with the following additional reserve capital requirements: 

- 2.5 percent reserve capital requirement. Purpose of this requirement is to oblige all EU banks to accumulate additional 

reserves to cover unexpected losses. 

- Countercyclical buffer capital requirement. Member countries of the EU can at their own discretion set a specific 

countercyclical buffer capital requirement for a particular institution or group of institutions and in such way control 

unsustainable growth and to prevent the banking sector and economy from a possible credit boom. As at 31 December 2018 

this requirement was set at 0.5 percent in Lithuania. On 30 June 2019 the countercyclical buffer capital requirement was 

adjusted to 1 percent. As of 1 April 2020 the requirement has been reduced to 0 percent. 

- Other entities reserve requirement – not applicable for the Bank. 

 

Based on the Bank’s Supervisory Review and Evaluation Process (SREP) conducted in 2020, on 28 January 2021, the Board of the Bank 

of Lithuania has established additional capital requirement of 2.1 percent of generally evaluated risk amount. After adjusting for the 

requirement, the Bank has to meet the following capital requirements:  
- 5.7 percent Tier 1 own capital ratio requirement;  

- 7.6 percent Tier 1 capital requirement; 

- 10.1 percent general capital adequacy requirement. 
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