Annex 1.5 Proposed risk management strategy and policy and capital management strategy

RISK MANAGEMENT STRATEGY OF THE ______ BANK

The strategy contains in particular:
1. overview and definitions of all risks to which the bank is or may be exposed (see Articles 28 to 35 of the Law on Banks (RS Official Gazette, Nos 107/2005, 91/2010 and 14/2015) – hereinafter: Law, and Section 2 of the Decision on Risk Management (RS Official Gazette, Nos 45/2011, 94/2011, 119/2012, 123/2012, 23/2013 – other decision, 43/2013, 92/2013, 33/2015 and 61/2015) – hereinafter: Decision;

2. long-term objectives defined by the bank’s business policy and strategy, and risk propensity defined with reference to these objectives, i.e. bank’s  intention to assume a defined level of risk in order to accomplish its strategies and policies (risk structure) and definition of this assumption at an acceptable risk level (tolerance to risks);
3. key principles of assumption of risk and risk management;
4. key principles of the process of internal assessment of the bank’s capital adequacy.

RISK MANAGEMENT POLICIES
Risk management policies consist of one or more bank documents which regulate the following: 

1. manner of organising the risk management process in a bank and clear division between employees’ responsibilities in all stages of that process; 

2. manner of assessment of the bank's risk profile and the methodology for identification, measuring and assessment of individual risks; 

3. measures for mitigation of individual risks and rules for their implementation; 

4. manner of monitoring and control of individual risks and establishment of the bank limits system; 

5. manner of decision-making on business transactions resulting in the overrun of set limits, and definition of exceptional circumstances where these overruns can be authorised within the legal framework; 

6. principles of functioning of the system of internal controls of the bank, manner and methodology for the implementation of the bank’s internal capital adequacy assessment process; 

7. framework and frequency of stress testing, as well as the procedure in the cases of unfavourable results of stress tests. 

CAPITAL MANAGEMENT STRATEGY
A bank is required to establish a capital management strategy that ensures the maintenance of such level and structure of available internal capital
 that may support the expected rise in lending, future sources of funding and their use, dividends policy and any changes in the minimum capital requirement set forth by the decision regulating capital adequacy. 

At the time of producing this document, the following should be taken into account:

- that the bank’s capital is the sum of its core capital and supplementary capital, less deductibles from capital;

- that, in conducting its business activities, the bank is required to ensure that its capital is at no time below the dinar equivalent value of EUR 10,000,000, at the official middle exchange rate;

- that, for the purposes of safe and sound operation and/or in order to meet its obligations to creditors, the bank is required to maintain its capital adequacy ratio at the prescribed level of 12% or higher, as prescribed by the decision of the National Bank of Serbia.

 This matter is regulated by the provisions of Articles 22 to 35 of the Law and the Decision on Capital Adequacy of Banks (RS Official Gazette, Nos 46/2011, 6/2013 and 51/2014).
�The risk management strategy consists of one or more documents regulating uniform and consistent management of bank’s risks on a long-term basis, which define the attitude of the bank toward risks it is or may be exposed to in its operation, including risks arising from the macroeconomic environment in which the bank operates. 


The risk management strategy should be consistent with the bank’s business policy and strategy. 


	


� Available internal capital is the amount of capital available to cover all risks that a bank is exposed to or may be exposed to in its operation.
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