Eurobank EFG Cyprus Ltd

Report and financial statements
for the year ended 31 December 2009

Contents

Page
Board of Directors and other officers 1
Report of the Board of Directors 2-4
Independent Auditor’s Report 5-6
Income statement 7
Statement of comprehensive income 8
Balance sheet 9
Statement of changes in equity 10
Statement of cash flows 11
Summary of significant accounting policies and 12 - 70

notes to the financial statements

Additional information to the financial statements 71



Eurobank EFG Cyprus Ltd

Board of Directors and other officers

Board of Directors

. Karamouzis
. Zampelas

. Louis

. Shacallis

. Colakides

. Hadjisotiriou
. Morianos

. Vasiliou

. Hadjiargyrou
. Nicolaides

. Papaellinas
. Zachariou

ON0<KOXRARARTZIOZIZZ

Executive Committee

Michalis Louis

Demetris Shacallis
Charalambos Hambakis
Achilleas Malliotis
Andreas Petsas
Antonis Antoniou
Stefanos Kassianides

Company Secretary
D. Shacallis
Registered office

41 Arch. Makariou Avenue
5" floor

CY-1065 Nicosia

Cyprus

EFGH CYP 2009 FS.

Chairman

Vice Chairman, Non Executive

Executive

Executive

Non Executive
Non Executive
Non Executive
Non Executive
Non Executive
Non Executive
Non Executive
Non Executive

1)



Eurobank EFG Cyprus Ltd

Report of the Board of Directors

The Board of Directors presents its report together with the audited financial statements of
Eurobank EFG Cyprus Ltd (the “Bank”) for the year ended 31 December 2009.

Principal activity

Eurobank EFG Cyprus Ltd was incorporated on 21 December 2007 and remained
dormant until the date of transfer of assets and activities of EFG Eurobank Ergasias S.A.
— Cyprus Branch which took place on 26 March 2008.

The transfer of assets and activities was effected following the permit granted by the
Central Bank of Cyprus dated 11 March 2008 to carry out banking services through the
operation of a Cyprus subsidiary company and in accordance with the Transfer of Banking
Business and Securities Law 64 (1)/1997, as amended (the “Transfer Law’) N 118(1)/2002
(as amended) articles 26-30.

The principal activity of the Bank, which is unchanged from last year, is the provision of
banking and financial services.

Review of developments, position and performance of the Bank’s business

The main financial highlights for the year / period end are as follows:

1 January 2009 | 21 December 2007

to to

31 December 2009 | 31 December 2008

€000 €000

Operating income 160.057 30.090
Operating expenses including provision for

impairment of loans and advances 31.100 7.160

Profit before tax 128.957 22.930

Profit for the year / period 120.003 20.557

Customer deposits 1.586.343 922.055

Loans and advances to customers 3.766.493 1.251.736

Total assets 21.233.398 13.702.915

The financial position, development and performance of the Bank as presented in these
financial statements are considered satisfactory.

Principal risks and uncertainties

The Bank considers risk management to be a major process and a major factor
contributing to the stability of the Bank’s performance. The financial risks which are
managed and monitored are credit risk, operational risk, market risk and liquidity risk.
Detailed information relating to risk management is set out in Notes 3, 29, 30 and 31 of
the financial statements.
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Eurobank EFG Cyprus Ltd

Report of the Board of Directors (continued)

Future developments

The Bank currently operates through a network of 5 Banking centres in Nicosia, Limassol
and Larnaca. It is expected that the Bank will expand its network with 2 more Banking
centres, 1 each in Nicosia and Paphos. In addition, the Bank will strengthen its back office
support operations investing in human capital and procedures in various areas.

Results

The Bank’s results for the year are set out on page 7. The Board of Directors does not
recommend the payment of dividend and the net profit for the year is retained.

Share capital
There were no changes in the Bank’s share capital in the year ended 31 December 2009.
Capital adequacy

The capital adequacy of the Bank as of 31 December 2009, as disclosed in Note 3.3 of
the financial statements, stands at 11,3% and the minimum requirement in accordance
with the “Directive to banks for the calculation of capital requirements and large exposures
of 2006 and 2007” is 8%.

Board of Directors

The members of the Board of Directors of the Bank at 31 December 2009 and at the date
of this report are shown on page 1. All of them were members of the Board throughout
the year 2009 and up to the date of this report.

Bank Management

The Bank’s Executive Committee as at 31 December 2009 and at the date of this report is
shown on page 1.

Events after the balance sheet date

In the context of a group reorganisation, the Bank will undertake the assets and liabilities
of the company Eurocredit Retail Services Limited, a group related company, incorporated
in Cyprus. The reorganisation is subject to approval by the shareholders and creditors of
Eurocredit Retail Services Limited and to court approval under the provisions of Cap.113,
Articles 198-200. The financial effect of this proposed reorganisation cannot be currently
assessed. The total assets and net liabilities of Eurocredit Rental Services Limited as of
31 December 2009 based on its audited financial statements amount to €2.285 thousand
and €8.159 thousand respectively.

On 25 February 2010 the Bank proceeded with a new share capital increase. The
increase comprised the issue of 100 new shares in the capital of the Bank to EFG New
Europe Holding B.V. of nominal value €10.000 and issuance price of €600.000 per share,
amounting to a total of €60 million.

EFGH CYP 2009 FS. (3)



Eurobank EFG Cyprus Ltd

Report of the Board of Directors (continued)
Events after the balance sheet date (continued)

On 31 March 2010 EFG Eurobank Ergasias S.A. extended to the Bank a subordinated
loan of €40 million.

During 2010, the Greek Government debt credit spreads have deteriorated significantly.
The macroeconomic risks affecting the Bank and the measures announced by the Greek
Government in 2010 to address the increased fiscal deficits are analysed in Note 3.1.4.
Auditors

The Independent Auditors, PricewaterhouseCoopers Limited, have expressed their

willingness to continue in office. A resolution giving authority to the Board of Directors to
fix their remuneration will be proposed at the Annual General Meeting.

By Order of the Board
Michalis Louis

Executive Director

Nicosia, 27 April 2010
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Report on the Financial Statements

We have audited the accompanying financial statements of Eurobank EFG Cyprus Ltd (the
“Company”) on pages 7 to 70 which comprise the balance sheet as at 31 December 2009 and
the statements of income, comprehensive income, changes in equity and cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory
notes.

Board of Directors’ Responsibility for the Financial Statements

The Board of Directors is responsible for the preparation of financial statements that give a
true and fair view in accordance with International Financial Reporting Standards as adopted
by the European Union (EU) and the requirements of the Cyprus Companies Law, Cap. 113.
This responsibility includes: designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
Standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation of financial statements that give a
true and fair view 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
entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Board of Directors,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Board Members: Phidias K Pilides (CEO), Dinos N Papadopoulos (Deputy CEO), Panikos N Tsiailis, Christakis Santis, Stephos D Stephanides, Costas L Hadjiconstantinou, George Foradaris,
Costas M Nicolaides, Angelos M Loizou, Vasilis Hadjivassiliou, Androulla S Pittas, Savvas C Michail, Costas L Mavrocordatos, Christos M Themistocleous, Panicos Kaouris, Nicos A Neophytou,
George M Loizou, Pantelis G Evangelou, Liakos M Theodorou, Stelios Constantinou, Tassos Procopiou, Andreas T Constantinides, Theo Parperis, Constantinos Constantinou, Petros C Petrakis,
Philippos C Soseilos, Evgenios C Evgeniou, Christos Tsolakis, Nicos A Theodoulou, Nikos T Nikolaides, Cleo A Papadopoulou, Marios S Andreou, Nicos P Chimarides, Aram Tavitian, Constantinos
Taliotis, Stavros A Kattamis, Yiangos A Kaponides, Tasos N Nolas, Chrysilios K Pelekanos, Eftychios Eftychiou, George C Lambrou, Chris Odysseos, Constantinos L Kapsalis, Stelios A Violaris,
Antonis Hadjiloucas, Petros N Maroudias

Directors of Operations: Androulla Aristidou, Achilleas Chrysanthou, George Skapoullaros, Demetris V Psaltis, George A loannou, George C Kazamias, Michael Kliriotis, Marios G Melanides,
Sophie A Solomonidou, Yiannis Televantides, Antonis C Christodoulides, Anna G Loizou

Offices: Nicosia, Limassol, Larnaca, Paphos PricewaterhouseCoopers Ltd is a private company,
Registered in Cyprus (Reg. No. 143594)



PRICEVATERHOUSE(COPERS

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of
Eurobank EFG Cyprus Ltd as at 31 December 2009, and of its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting
Standards as adopted by the EU and the requirements of the Cyprus Companies Law, Cap.
113.

Report on Other Legal and Regulatory Requirements

Pursuant to the requirements of the Cyprus Companies Law, Cap. 113, we report the
following:

o We have obtained all the information and explanations we considered necessary for
the purposes of our audit.

o In our opinion, proper books of account have been kept by the Company.

o The Company'’s financial statements are in agreement with the books of account.

o In our opinion and to the best of our information and according to the explanations

given to us, the financial statements give the information required by the Cyprus
Companies Law, Cap. 113, in the manner so required.

o In our opinion, the information given in the report of the Board of Directors on pages 2
to 4 is consistent with the financial statements.

Other Matter
This report, including the opinion, has been prepared for and only for the Company’s members
as a body in accordance with Section 156 of the Cyprus Companies Law, Cap. 113 and for no

other purpose. We do not, in giving this opinion, accept or assume responsibility for any other
purpose or to any other person to whose knowledge this report may come to.

PricewaterhouseCoopers Limited
Chartered Accountants

Nicosia, 27 April 2010
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Eurobank EFG Cyprus Ltd

Income statement
for the year ended 31 December 2009

Note
Interest income 5
Interest expense 5
Net interest income
Banking fee and commission income 6
Banking fee and commission expense 6
Net banking fee and commission (expense)/income
Net trading income 7
Gains less losses from investment securities 8
Dividend income
Operating income
Staff costs 9
Other operating expenses 10
Profit from operations before provisions
Provisions for impairment of loans and advances
Profit before tax
Tax 11

Profit for the year / period

2009 2008
€000 €000
735.625 166.395
(597.753) (140.536)
137.872 25.859
3.382 1.808
(27.990) (552)
(24.608) 1.256
766 2.966
45.474 -
553 9
160.057 30.090
(6.204) (4.571)
(5.272) (2.268)
148.581 23.251
(19.624) (321)
128.957 22.930
(8.954) (2.373)
120.003 20.557

The notes on pages 12 to 70 are an integral part of these financial statements.
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Eurobank EFG Cyprus Ltd

Statement of comprehensive income
for the year ended 31 December 2009

Year ended Period ended
31 December 2009 31 December 2008
€000 €000
Profit for the year / period 120.003 20.557
Other comprehensive income:
Net losses on available for sale financial
assets (Note 16)
-Unrealised net losses during the
year/period, net of tax (41.540) (20.622)
-Net reclassifications adjustments
for realised net losses, net of tax (28.698) (70.238) (14.216) (34.838)
Other comprehensive loss for the year /
period, net of tax (70.238) (34.838)
Total comprehensive income / (loss) for
the year / period 49.765 (14.281)

The notes on pages 12 to 70 are an integral part of these financial statements.
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Eurobank EFG Cyprus Ltd

Balance sheet
at 31 December 2009

Assets

Cash and balances with central banks
Loans and advances to banks
Loans and advances to customers
Derivative financial instruments
Available-for-sale financial assets
Debt securities lending
Held-to-maturity investments
Property, plant and equipment
Intangible assets

Other assets

Total assets

Liabilities

Due to other banks

Repurchase agreements with banks
Due to customers

Derivative financial instruments
Other liabilities

Retirement benefit obligations

Total liabilities
Equity

Share capital
Share premium
Other reserves
Retained earnings
Total equity

Total equity and liabilities

Note

12
13
15
14
16
17
18
19
20
21

22
22
23
14
24

25
25

2009 2008
€000 €000
25.161 10.762
12.920.562  10.746.502
3.766.493 1.251.736
8.466 4.319
2.901.683 1.469.693
935.781 212.468
669.378 -
4.068 3.066
1.549 1.403

257 2.966
21.233.398  13.702.915
15.241.152 7.919.244
4.060.320 4.652.262
1.586.343 922.055
103.955 18.080
3.856 2.707
4.904 5.464
21.000.530  13.519.812
11.000 11.000
186.384 186.384
(105.076) (34.838)
140.560 20.557
232.868 183.103
21.233.398  13.702.915

On 27 April 2010 the Board of Directors of Eurobank EFG Cyprus Ltd authorised the

issuance of these financial statements.

Michalis Louis, Chief Executive Officer

Demetris Shacallis, Chief Financial Officer

The notes on pages 12 to 70 are an integral part of these financial statements.
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Eurobank EFG Cyprus Ltd

Statement of changes in equity
for the year ended 31 December 2009

Note

Comprehensive income:

Net gains on available for

sale financial assets:

-Unrealised net losses during

the period, net of tax 16
-Net reclassifications

adjustments for realised net

losses, net of tax 16

Other comprehensive loss
for the period, net of tax
Profit for the period

Total comprehensive income

for the period 2008

Transactions with owners

Issue of shares on

incorporation 25

Share capital increases 25

Balance at 31 December
2008

Balance at 1 January 2009

Comprehensive income:

Net losses on available for

sale financial assets:

-Unrealised net losses during

the year, net of tax 16
-Net reclassifications

adjustments for realised net

losses, net of tax 16

Other comprehensive loss
for the year, net of tax
Profit for the year

Total comprehensive income
for the year 2009

Balance at 31 December
2009

Available-
for-sale
Share Share revaluation Retained

capital  premium reserve  earnings Total
€000 €000 €000 €000 €000
- - (20.622) - (20.622)
- - (14.216) - (14.216)
- - (34.838) - (34.838)
- - - 20.557 20.557
- - (34.838) 20.557  (14.281)
10 - - - 10
10.990 186.384 - - 197.374
11.000 186.384 - - 197.384
11.000 186.384 (34.838) 20.557 183.103
11.000 186.384 (34.838) 20.557 183.103
- - (41.540) - (41.540)
- - (28.698) - (28.698)
- - (70.238) - (70.238)
- - - 120.003 120.003
- - (70.238) 120.003 49.765
11.000 186.384 (105.076) 140.560 232.868

The notes on pages 12 to 70 are an integral part of these financial statements.
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Eurobank EFG Cyprus Ltd

Statement of cash flows
for the year ended 31 December 2009

2009 2008
Note €000 €000
Net cash flow from operating activities 28 5.411.144 3.951.028
Cash flows from investing activities
Purchases of available-for-sale financial assets 16 (3.817.535) (1.490.315)
Disposals and redemptions of available-for-sale financial
assets 2.401.468 -
Interest received on available-for-sale financial
assets 114.335 2.792
Purchase of debt securities lending (991.524) (212.468)
Interest received on debt security lending 13.341 469
Purchase of held-to-maturity investments (729.155) -
Disposals and redemptions of held-to-maturity
investments 85.258 -
Interest received on held-to-maturity investments 3.636 -
Purchases of property, plant and equipment 19 (1.492) (2.150)
Purchases of Intangible assets 20 (589) (555)
Disposal and redemption of debt security lending 286.240 -
Acquisition of business under common control net of
cash acquired 32 (iii) - 173.934
Net cash flow used in investing activities (2.636.017) (1.528.293)
Cash flows from financing activities
Issue of ordinary shares 25 - 150.010
Net cash flow from financing activities - 150.010
Net increase in cash and cash equivalents 2.775.127 2.572.745
Cash and cash equivalents at beginning of year /
period 2.572.745 -
Cash and cash equivalents at end of year / period 28 5.347.872 2.572.745

The notes on pages 12 to 70 are an integral part of these financial statements.
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Eurobank EFG Cyprus Ltd

Notes to the financial statements

1 General information
Country of incorporation

Eurobank EFG Cyprus Limited (“the Bank”) is incorporated in Cyprus as a private limited
liability company in accordance with the provisions of the Cyprus Companies Law, Cap. 113.
Its registered office and business address is at 41 Arch. Makariou Avenue, 5" floor, 1065
Nicosia, Cyprus.

Principal activity

The principal activity of the Bank, which is unchanged from last year, is the provision of
banking and financial services.

Following the approval from the Central Bank of Cyprus on 11 March 2008 to carry out
banking services through the operation of a Cyprus subsidiary company and in accordance
with the Transfer of Banking Business and Securities Law 64 (1)/1997, as amended (the
‘Transfer Law’) N 118(1)/2002 (as amended) articles 26-30, the assets and activities of the
EFG Eurobank Ergasias S.A. — Cyprus Branch (the “Branch”) were transferred to Eurobank
EFG Cyprus Ltd on 26 March 2008.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all years presented in these
financial statements unless otherwise stated.

2.1 Basis of preparation

The financial statements of Eurobank EFG Cyprus Ltd have been prepared in accordance
with International Financial Reporting Standards (IFRS) as adopted by the European Union
(EU) and the requirements of the Cyprus Companies Law, Cap. 113.

The financial statements comprise the income statement and statement of comprehensive
income showing as two statements, the balance sheet, the statement of changes in equity,
the cash flow statement and the notes.

The financial statements have been prepared under the historical cost convention, except for
available-for-sale financial assets, financial assets and financial liabilities held at fair value
through profit or loss, and all derivative contracts which have been measured at fair value.
The Bank classifies its expenses by the nature of expense method.

The financial statements are presented in Euros, which is the Bank’s functional and
presentation currency. The figures shown in the financial statements are stated in Euro
thousands unless otherwise stated.

The disclosures on risks from financial instruments are presented in the financial risk
management report contained in Notes 3, 29, 30 and 31.

The statement of cash flows shows the changes in cash and cash equivalents
arising during the year from operating activities, investing activities and financing activities.

(12)



Eurobank EFG Cyprus Ltd

Notes to the financial statements

2 Summary of significant accounting policies (continued)
2.1 Basis of preparation (continued)

Cash and cash equivalents comprise cash in hand and current accounts and placements
with banks, including Central Banks, that mature within three months of the balance sheet
date, other than mandatory reserves.

The cash flows from operating activities are determined by using the indirect method.

Net income is therefore adjusted by non-cash items, such as measurement gains or losses,
changes in provisions, as well as changes from receivables and liabilities. In addition, all
income and expenses from cash transactions that are attributable to investing or financing
activities are eliminated. Interest received or paid are classified as operating cash flows.

The cash flows from investing and financing activities are determined by using the direct
method. The Bank’s assignment of the cash flows to operating, investing and financing
category depends on the Banks business model (management approach).

The preparation of financial statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Bank’s accounting policies. Changes in assumptions may have a
significant impact on the financial statements in the period the assumptions changed.

Management believes that the underlying assumptions are appropriate and that the Bank’s
financial statements therefore present the financial position and results fairly. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the financial statements, are disclosed in Note 4.

As of the date of the authorisation of the financial statements, all International Financial
Reporting Standards issued by the International Accounting Standards Board (IASB) that
are effective as of 1 January 2009 have been adopted by the EU through the endorsement
procedure established by the European Commission, with the exception of certain
provisions of IAS 39 “Financial Instruments: Recognition and Measurement” relating to
portfolio hedge accounting.

In addition, the following interpretations have been endorsed, however their effective dates
are not the same, although an entity may choose to early adopt them:

0] IFRIC 12 “Service Concession Arrangements”;
(i) IFRIC 15 “Agreements for the construction of real estate”; and

(i) IFRIC 16 “Hedges of a Net Investment in a Foreign Operation”.
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Eurobank EFG Cyprus Ltd

Notes to the financial statements

2 Summary of significant accounting policies (continued)
2.2 Adoption of new and revised IFRS
2.2.1 Standards, amendments and interpretations effective on or after 1 January 2009

During the current year the Bank adopted all the new and revised IFRS that are relevant to
its operations and are effective for accounting periods beginning on 1 January 2009. This
adoption did not have a material effect on the accounting policies of the Bank or the Bank’s
financial statements, with the exception of the following:

(i) IAS 1 (revised), ‘Presentation of financial statements’. A revised version of IAS 1 was
issued in September 2007. It prohibits the presentation of items of income and expenses
(that is, ‘non-owner changes in equity’) in the statement of changes in equity, requiring ‘non-
owner changes in equity’ to be presented separately from owner changes in equity in a
statement of comprehensive income. As a result, the Bank presents in the statement of
changes in equity all owner changes in equity, whereas all non-owner changes in equity are
presented in the statement of comprehensive income. Comparative information has been re-
presented so that it also conforms with the revised standard. According to the amendment of
IAS 1 in January 2008, each component of equity, including each item of other
comprehensive income, should be reconciled between carrying amount at the beginning and
the end of the period. Since the change in accounting policy only impacts presentation
aspects, there is no impact on retained earnings.

(i) Amendments to IFRS 7, ‘Financial instruments: Disclosures’. The IASB published
amendments to IFRS 7 in March 2009. The amendment requires enhanced disclosures
about fair value measurements and liquidity risk. In particular, the amendment requires
disclosure of fair value measurements by level of a fair value measurement hierarchy. The
adoption of the amendment results in additional disclosures but does not have an impact on
the balance sheet or the comprehensive income of the Bank.

2.2.2 Standards and interpretations issued but not yet effective

At the date of approval of these financial statements the following accounting standards were
issued by the International Accounting Standards Board but were not yet effective:

() Adopted by the European Union

New standards

o IFRS 3 (Revised) “Business Combinations” (effective for annual periods
beginning on or after 1 July 2009).

o IAS 27 (Revised) “Consolidated and Separate Financial Statements”
(effective for annual periods beginning on or after 1 July 2009).

o IFRS 1 (Revised) “First Time Adoption of International Financial Reporting
Standards” (effective for annual periods beginning on or after 1 July 2009).

(14)



Eurobank EFG Cyprus Ltd

2 Summ

ary of significant accounting policies (continued)

2.2 Adoption of new and revised IFRS (continued)

2.2.2 Standards and interpretations issued but not yet effective (continued)

) Adopted by the European Union (continued)

Amendments

New IFRICs

Annual improvements to IFRS (2008) re IFRS 5 “Non-current Assets Held for
Sale and Discontinued Operations” (effective for annual periods beginning on
or after 1 July 2009).

Amendment to IAS 39 “Financial Instruments: Recognition and
Measurement” on “Eligible Hedged Items” (effective for annual periods
beginning on or after 1 July 2009).

Amendment to IFRIC 9 and IAS 39 regarding embedded derivatives (effective
for annual periods beginning on or after 30 June 2009).

Amendments to IAS 32 “Financial Instruments: Presentation: Classifications
of Rights Issues” (effective for annual periods beginning on or after 1
February 2010).

Annual Improvements 2009 (effective for annual periods beginning on or after
1 July 2009 to 1 January 2010).

Amendments to IFRS 2 “Group Cash-settled Share-based Payment
Transactions” (effective for annual periods beginning on or after 1 January
2010).

International Financial Reporting Interpretation Committee (IFRIC) 12
“Service Concession Arrangements” (effective for annual periods beginning
on or after 1 January 2008, EU: 30 March 2009).

IFRIC 15 “Agreements for the Construction of Real Estate” (effective for
annual periods beginning on or after 1 January 2009, EU: 31 December
2009).

IFRIC 16 “Hedges of a Net Investment in a Foreign Operation” (effective for
annual periods beginning on or after 1 October 2008, EU: 30 June 2009).

IFRIC 17 “Distributions of Non cash Assets to Owners” (effective for annual
periods beginning on or after 1 July 2009).

IFRIC 18 “Transfers of Assets from Customers” (effective for annual periods
beginning on or after 1 July 2009).

(i) Not adopted by the European Union

New standards

IAS 24 (Revised) “Related Party Disclosures” (effective for annual periods
beginning on or after 1 January 2011).

IFRS 9 “Financial Instruments” (effective for annual periods beginning on or
after 1 January 2013).
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Eurobank EFG Cyprus Ltd

2 Summary of significant accounting policies (continued)
2.2 Adoption of new and revised IFRS (continued)
2.2.2 Standards and interpretations issued but not yet effective (continued)

(i) Not adopted by the European Union (continued)

IFRS 9 replaces those parts of IAS 39 relating to the classification and measurement of
financial assets. The key features of the new standard are as follows:

o Financial assets are required to be classified into two measurement categories:
those to be measured subsequently at fair value, and those to be measured
subsequently at amortised cost. The decision is to be made at initial recognition. The
classification depends on the entity’s business model for managing its financial

instruments and the contractual cash flow characteristics of the instrument.

o An instrument is subsequently measured at amortised cost only if it is a debt
instrument and both the objective of the entity’s business model is to hold the asset to
collect the contractual cash flows, and the asset’s contractual cash flows represent
only payments of principal and interest (that is, it has only “basic loan features”). All

other debt instruments are to be measured at fair value through profit or loss.

o All equity instruments are to be measured subsequently at fair value.

Equity

instruments that are held for trading will be measured at fair value through profit or
loss. For all other equity investments, an irrevocable election can be made at initial
recognition, to recognise unrealised and realised fair value gains and losses through
other comprehensive income rather than profit or loss. There is to be no recycling of
fair value gains and losses to profit or loss. This election may be made on an
instrument-by-instrument basis. Dividends are to be presented in profit or loss, as

long as they represent a return on investment.

o While adoption of IFRS 9 is mandatory from 1 January, 2013, earlier adoption is

permitted.

The Bank is considering the implications of the standard, the impact on the Bank and

the timing of its adoption by the Bank, subject to endorsement by the EU.

Amendments

o Amendment to IFRIC 14 Prepayments of a Minimum Funding Requirement

(effective for annual periods beginning on or after 1 January 2011).

o Amendments to IFRS 1 “Additional Exemptions for First-time Adopters”

(effective for annual periods beginning on or after 1 January 2010).
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Eurobank EFG Cyprus Ltd

2 Summary of significant accounting policies (continued)
2.2 Adoption of new and revised IFRS (continued)
2.2.2 Standards and interpretations issued but not yet effective (continued)

(i) Not adopted by the European Union (continued)

Amendments

o Amendment to IFRS 1 “Limited Exemption from Comparative IFRS 7
Disclosures for First Time Adopters” (effective for annual periods beginning
on or after 1 July 2010).

New IFRICs

o IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments”
(effective for annual periods beginning on or after 1 July 2010).

The Board of Directors expects that the adoption of these accounting standards in future
periods will not have a material effect on the financial statements of the Bank with the
exception of the adoption of IFRS 9 as explained above.

2.3 Derivative financial instruments and hedge accounting

Derivative financial instruments, including foreign exchange contracts, forward currency
agreements and interest rate options (both written and purchased), currency and interest rate
swaps and other derivative financial instruments are initially recognised in the balance sheet
at fair value on the date on which the derivative contract is entered into and are subsequently
re-measured at their fair value. Fair values are obtained from quoted market prices,
including recent market transactions, discounted cash flow models and options pricing
models, as appropriate. All derivatives are carried as assets when fair value is positive and
as liabilities when fair value is negative.

The best evidence of the fair value of a derivative at initial recognition is the transaction price
(i.e., the fair value of the consideration given or received) unless the fair value of that
instrument is evidenced by comparison with other observable current market transactions in
the same instrument (i.e., without modification or repackaging) or based on a valuation
technique whose variables include only data from observable markets.

Certain derivatives, embedded in other financial instruments, are treated as separate
derivatives when their economic characteristics and risks are not closely related to those of
the host contract and the host contract is not carried at fair value through profit or loss. These
embedded derivatives are separately accounted for at fair value with changes in fair value
recognised in the income statement.
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2 Summary of significant accounting policies (continued)
2.3 Derivative financial instruments and hedge accounting (continued)

The method of recognising the resulting fair value gain or loss depends on whether the
derivative is designated and qualifies as a hedging instrument, and if so, the nature of the
item being hedged. The Bank designates certain derivatives as hedges of exposure to
changes in the fair value of recognised assets or liabilities or unrecognized firm commitments
(fair value hedge). Hedge accounting is used for derivatives designated in this way provided
certain criteria are met.

The Bank documents, at the inception of the transaction, the relationship between hedging
instruments and hedged items, as well as its risk management objective and strategy for
undertaking various hedge transactions. The Bank also documents its assessment, both at
hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in fair values or cash flows of hedged
items.

(a) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges
are recorded in the income statement, together with any changes in the fair value of the
hedged asset or liability that are attributable to the hedged risk. The Bank only applies fair
value hedge accounting for hedging fixed interest rate risk and currency risk on bonds
classified as available-for-sale financial assets or as debt securities lending with the use of
interest rate swaps and cross-currency interest rate swaps. The net result is included as
hedge ineffectiveness in gains less losses on derivative financial instruments.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying
amount of a hedged item for which the effective interest method is used is amortised to the
income statement over the period to maturity.

(b) Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value
of any derivative instrument that does not qualify for hedge accounting are recognised
immediately in the income statement under ‘Gains less losses on derivative financial
instruments’.

The fair values of various derivative instruments used for hedging purposes are disclosed in
Note 14.

Gains less losses arising from early settlement of derivative financial instruments used for

hedging, as a result of the disposal of the available-for-sale financial assets whose fair value
interest rate was being hedged, are included in ‘Gains less losses from investment securities’.
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2 Summary of significant accounting policies (continued)
2.4 Sale and repurchase agreements and securities lending
(a) Sale and repurchase agreements

Securities sold subject to repurchase agreements (‘repos’) continue to be recorded in the
Bank’s balance sheet while the counterparty liability is included in amounts due to other
banks or due to customers, as appropriate. Securities under repo are reclassified in the
financial statements as pledged assets when the transferee has the right by contract or
custom to sell or repledge the collateral. Securities purchased under agreements to resell
("reverse repos") are recorded as loans and advances to other banks or customers, as
appropriate. The difference between sale and repurchase price is treated as interest and
accrued over the life of the agreements using the effective interest method.

(b) Securities lending

Securities lent to counterparties are also retained in the financial statements. Securities
borrowed are not recognized in the financial statements, unless they are sold to third parties,
in which case the purchase and sale are recorded with the gain or loss included in trading
income. The obligation to return them is recorded at fair value as a trading liability.

2.5 Interest income and expense

Interest income and expense for all interest-bearing financial instruments are recognised
within “interest income” and “interest expense” in the income statement using the effective
interest method.

The effective interest method is a method of calculating the amortised cost of a financial
asset or a financial liability and of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial instrument or, when
appropriate, a shorter period to the net carrying amount of the financial asset or financial
liability. When calculating the effective interest rate, the Bank estimates cash flows
considering all contractual terms of the financial instrument (for example, prepayment
options) but does not consider future credit losses. The calculation includes all fees and
points paid or received between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums or discounts.

Once a financial asset or group of similar financial assets has been written down as a result

of an impairment loss, interest income is recognised using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss.

2.6 Fees and commissions

Fees and commissions are generally recognised in the income statement on an accrual
basis when the service has been provided.

Commissions and fees relating to foreign exchange transactions, private banking activities,

remittances and bank charges are recognised on the completion of the underlying
transaction.

(19)



Eurobank EFG Cyprus Ltd

2 Summary of significant accounting policies (continued)
2.7 Dividend income

Dividends are recognised in the income statement within “Dividend income” when the Bank’s
right to receive payment is established.

2.8 Employee benefits

The Bank and the employees contribute to the Government Social Insurance Fund based on
employees’ salaries.

In addition, the Bank operates a defined benefit scheme the assets of which are held by the
Bank, and hence, do not qualify as plan assets. The scheme provides for a lump sum
payment upon retirement taking into account the years of service and salary of each
employee. The scheme is currently unfunded.

The liability recognised in the balance sheet in respect of the defined benefit scheme is the
present value of the defined benefit obligation at the date of the balance sheet.

Actuarial gains or losses that arise in calculating the Bank’s obligation are charged directly
in the income statement for the period in full.

The cost of providing benefits is part of staff costs and is estimated annually using the
projected unit credit actuarial valuation method. According to this method, the cost of
providing benefits is debited to the income statement over the working lives of the
employees participating in the scheme according to the guidance and provisions of
independent professional actuaries that carry out actuarial valuations at least every three
years. The calculation of the cost of providing benefits for this scheme is based on the
present value of the expected future outflow using as discount rate the yield from high
quality corporate bond indices in Europe, given Cyprus’ accession to the Eurozone as of 1
January 2008.

2.9 Foreign currency translation
2.9.1 Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The financial
statements are presented in Euro thousands, which is the Bank’s functional and presentation
currency.

2.9.2 Transactions and balances

Foreign currency transactions that are transactions denominated, or that require settlement,
in a foreign currency are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions.

Monetary items denominated in foreign currency are translated with the closing rate as at the
reporting date. If several exchange rates are available, the forward rate is used at which the
future cash flows represented by the transaction or balance could have been settled if those
cash flows had occurred. Non-monetary items measured at historical cost denominated in a
foreign currency are translated with the exchange rate as at the date of initial recognition;
non-monetary items in a foreign currency that are measured at fair value are translated using
the exchange rates at the date when the fair value was determined.
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2 Summary of significant accounting policies (continued)
2.9 Foreign currency translation (continued)
2.9.2 Transactions and balances (continued)

Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the income statement.

All foreign exchange gains and losses recognised in the income statement are presented net
in the income statement within foreign exchange income. Foreign exchange gains and
losses on other comprehensive income items are presented in other comprehensive income
within the corresponding item.

In the case of changes in the fair value of monetary assets denominated in foreign currency
classified as available for sale, a distinction is made between translation differences resulting
from changes in amortised cost of the security and other changes in the carrying amount of
the security.

Translation differences related to changes in the amortised cost are recognised in profit or
loss, and other changes in the carrying amount, except impairment, are recognised in equity.
Translation differences on non-monetary financial instruments, such as equities held at fair
value through profit or loss, are reported as part of the fair value gain or loss. Translation
differences on non-monetary financial instruments, such as equities classified as available-
for-sale financial assets, are included in the fair value reserve in equity.

2.10 Taxation
2.10.1 Current income tax

Income tax payable (receivable) is calculated on the basis of the applicable tax law in the
respective jurisdiction and is recognised as an expense (income) for the period except to the
extent that current tax related to items that are charged or credited in other comprehensive
income or directly to equity. In these circumstances, current tax is charged or credit to other
comprehensive income or to equity (for example, current tax on of available-for-sale
investment).

Management periodically evaluates positions taken in tax returns with respect to situations

in which applicable tax regulations is subject to interpretations and establishes provisions

where appropriate on the basis of amounts expected to be paid to the tax authorities.

Where tax losses can be relieved only by carry-forward against taxable profits of future
periods, a deductible temporary difference arises. Those losses carried forward are set off
against deferred tax liabilities carried in the balance sheet.

The Bank does not offset income tax liabilities and current income tax assets.
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2.10 Taxation (continued)
2.10.2 Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the date of the balance sheet and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled.

The principal temporary differences arise from depreciation of property, plant and equipment
and amortisation of computer software.

Deferred tax assets are recognised when it is probable that future taxable profit will be
available against which these temporary differences can be utilised.

The tax effects of carry-forwards of unused losses or unused tax credits are recognised as
an asset when it is probable that future taxable profits will be available against which these
losses can be utilised.

Deferred tax related to items recognised in other comprehensive income, is also recognised
in the other comprehensive income and subsequently in the income statement together with
the deferred gain or loss.

2.11 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation
and accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to the acquisition of property, plant and equipment.

Subsequent costs are included in the assets’ carrying amount or are recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Bank and the cost of the item can be measured
reliably. All other repairs and maintenance of property, plant and equipment are charged to
the income statement during the financial year in which they are incurred.

Depreciation is calculated using the straight-line method to allocate the cost of property, plant
and equipment to their residual values, over their estimated useful lives. The estimated
useful economic lives are as follows:

Useful economic life

Motor vehicles 5,0 years
Furniture, fixtures and office equipment 6,7 years
Leasehold property improvements 12,0 years
Computer Hardware 4,2 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at
each balance sheet date. Assets that are subject to depreciation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An asset's carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount. The
recoverable amount is the higher of the asset’s fair value less costs to sell and value in use.
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2.11 Property, plant and equipment (continued)

Gains and losses on disposal of property, plant and equipment are determined by comparing
proceeds with carrying amount and are included in other operating expenses in the income
statement.

2.12 Computer software

Acquired computer software licenses are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software. These costs are amortised using the straight
line method to allocate the cost of computer software, over their estimated useful lives. The
annual amortisation rates used range between 10% to 24%.

2.13 Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by
the lessor are classified as operating leases. Payments under operating leases (net of any
incentives received from the lessor) are charged to the income st