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ERB Hellas {Cayman Islands) Limitad

Declaration of the managers responsible for financial reporting

Pursuant to Article 3 of Luxembourg's Transparency Law, tha undersigned Anastasios loannidis, director
of ERB Heftas {Cayman Islands) Limited (the “Company” or the “Issuer”), to the best of his knowledge,
hereby declares that the annual non stetutory financia! statements prepared i accordance with
International Financial Reporting Standards {IFRSs} issusd by the IASB, as endorsed by the European
Unlon, give a true and fair view of the assets, llabilities, financial position and profit or loss of the tssuer
and that the Report of the directors includes a falr review of the davelopment and performance of the
business and the position of the Issuer, together with a description of the principal risks and uncertainties
that the Company is exposed ta.

Lrimn,

¥
A?“ '{n Al W )
{ Ioai'tmms . f

Drrector

30 April 2014
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ERB Hellas (Cayman Islands) Limited

Directors’ Report

The Directors submit their report and the audited non statutory financial statements of the Company for
the year ended 31 December 2013,

Business review and principal activities

The Company was incorporated under the laws of the Cayman Islands on 26 Aprif 2002 as an exempted
company with bimited liabdity. The Company's registered number Is CR-117363 and its registered office
Cricket Square, Hutchins Drive, PO Box 2681, Grand Cayman, ¥¥1-1111, Cayman |slands.

Tne Company was incorporated as part of the funding strategy of Eurobank. Ergasias $.A. {the “Parent
Company” or the “Bank”} in order to establish a program for the issuance of medium term debt
mstrumenis {(EMTN) The EMTN program is fisted on the tuxembouig Stock Exchange This program was
last updated in April 2012, The Prospectus of EMTN program is available at the Parent Company's website
{www.eurchank.gr} The outstanding issties of debt instruments are Buaranteed by the Parent Comparny
The net proceeds of each issuance are applied by the Company to meet part of the general financing
reqlirements of the Company’s Parent Company and its subsidiaries.

The profit for the year amounted to € 4,710 ths {2012. € 59,007 ths profit). No dividend was paid to
shareholders duning 2013 (2012 nil},

Business environment, strategy and future outlook

The Company’s business strategy and acuvities are linked to those of #ts Parent Company The Greek
sovereign debt crisis, which has severely impacted the Graek ecohomy, and the negative consequences
from the European debt erists heve adversely affected ihe Parent Company’s operations, which aimad to
adjust to the prevailing conditions,

in May 2010 the Greek Government entered into an agreement named the First Economic Adjustment
Programma {FEA®), with the European Commission (EC), the Furopear Central Bank {ECB) and the
tnternational Monertary Furd (IMF) for & three-year € 110 bn tafinancing and restructuring programme
designed to cover Greece’s funding needs until mid-2012

Due to unfavourable developmerits and implementation issues, the FEAP was abandoned and Gteece
entered into & new funding and restructuring proglamme named the Second Economic Adjustment
Programpe (SEAP), with the EC, the ECB and the aurozone member-states, as agreed in the Eurogroup
meeting of 21 February 2012, The programme included the restructuring of the pubkc debt owned py the
private sector (PS1, March 2012) and a new furding of € 164 5 hn aimed at bringing the country's public
debt-to-GOP ratic below 120% by 2020,

The implementation of the SEAP stalled by Apni 2012 white develupments on the oublic debt front were
not encouraging either. On the back of the above, and after the implemeantation/ legisiation of a long Hst
of structural reforms and fiscal austerity measures by the Greek Government, the Eurogroup on 26/27
November 2012 permitted the disbursement of € 49 1bn conditional ob the implementatn of an
additional senes of structuval reforms and at the same time reached an agreement an a set of new actions
for the reductior of Greek public debt to 124% of GDP by 2020 and below 110% of GBP in 2022, This debt
path was connistent with deh® sustaimability levels required by the IMF,

According to the Eurostat announcement on Apni 23, 2014 the primary balance excluding the support for
the financial institutions is expected to record a surplus for 2013 &t ¢ 1.9% - for the firet time since 2002
and one year earlier than inttsslly expected by the SEAP ~ from a deficit of -§ 0%, -2 4%, -4.9% and -10 5%
in 2012, 2011, 2010 and 2009 rzspectivaly. This leads to a primary surplus of ca 0 8% of GDP i tarms of
the SEAP {i.e. exciuding support for financial institutions and revenues from the £CB's Securities Mavkats
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ERB Hellas (Cayman Islands) Limited

Directors’ Report {continued)

Program and Eurosystem’s Agreement on Net Financial Assets holdings), thus exceeding the target of ca
0 4% n the 2014 Budget. The achievement of the primary surplus opens the door for additionar dabt-
reliet measures from official lenders, in fine with the exphicit commuitments provided at the 26/27
November 2012 Eurogroup,

The external imbalence cortmues to adjust rapidly, assisted by strong tourism revenue, the angoirg
contraction of imports and the beneficial impact of earlier debt-relief measures on the income account,
The current account according with the 806 data, recorded a surplus of 0 7% of GOP in 2013 — for the first
time since official records zre available {1948) ~ against a deficit of 3 4%, 9.9%, 10.1% and 11,2% of GDP
for 2012, 2014, 2010 and 2000 respectively

Considerable risks continue te surround the near-term domestic econamic outiook. Yet, the apparent
stabilization of seasonaliy unadjusted output dynamics In the 4th quarter of 2012 {GDP contraction st
2.3% n G 2013 compared with a contraction of 3.2%, 4.0% and 6 0% in Q2 2013, 2 2013 and Q1 2613
respectively) and the on-going improvement in a range of real activity and sentiment indicators signal a
more brcad-based hottoming out of the domestic recassion in the period ahead. As a result of the above
tiseal, structurat and resi economy improvements the Greek Government managed to tap the
intermational markets with the issuance of a § year GGB at a rate of 4 95% The 1ssuance constitutes one
of the fastest raturns to the mark.et of a sover eign that had previously implemented a rastructufing on its
public debt (PS], March 2012).

After the conclusion of the current SEAP review, the Troika on 19 March 2014 stted that the Graek
authorities are committed to taking all necessary action to ensure that Greek banks remamn heaithy and
adequately capltalised and are n a sosition to suppott the economic recovery i Greece. The Troika
further stated that the Greek authorities are also committed to significantly strengthening the private
sector debt resolutior, framework and faciltating the orderly and swift workaut of impatred bank assets,
and called vpon the BoG to maintain is vigilant oversight of the banking system by requiting Greek banks
ta quickly work out their farge stock of problem assets Noting the rasults of the BoG's updated stress test
results and capital needs estimates, the Tromka emphasised the need for the Sreek authoriies and
barking sector to urgently and efficiently address the high leve! of non ‘performing loans, It alsg stated
that @ swift recapitalisation of Greek banks will strengthen ther belance sheets, and the envisaged
inmjection of private capital into the Green banks will help to strengthen the private management of Greak
banks. Finally, the Troika announced that the buffers in the Helienue Financial Stabllity Fund (HFSF) should
be retained to meet future adverse rantingencies,

Regarding the outloock for the next 12 months, main nsks in Greece stam from the macroeconomic
anvirohment, the developments on the eurozone sovereign debt cvisis, the impact of the significant flscal
adjustment efforts on the real sconomy and the implementation of the structural reforms agenda
including the privatization programme. o date, satisfactory results have been registered, but progress
could be compromised by significant delays in offictal financing, external shocks from the global economy
as well as implementation nsks, political instabiity, reform tatigue and delays in the implementation of
the privat:zatien programme. The restoration of confidence, the attraction of new nvestments and the
revivat of economic growth remain key chaltenges.

Continuation of the recession could adversely affect the region and could lead to lower profitabifity,
deteriosation of asset quality and 2 further reduction of deposts in addition, ihcreased funding cost
remains a significant uisk, as 1t depencs on both the level of sovereign spreads as well as on for eign
exchange rate risk, due to the unstable nature of some currencies Fmally, the Parert Company holds
positions i the bond, stock and foreign exchange markets ang consequently is exposed to the risk of
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ERB Hellas (Cayman tstands) Limited

Directors’ Report {continued)

losses #f market valuations decrease. These conditions may further challenge the Parent Company's
caprtal adequacy position over the foreseeable future {availzble at website, www.citobank sr).

The directors monitor the progress of the Company by referance to financial and non-finaneral data
available to them on a regular basis. Particular attention is paid to net interest income and the balances of
debt instruments outstanding at the reporting date, As at 31 December 2013, the outstandmg balance of
debt instruments decreased to € 565 million, due to maturity of loan notes amounting to € 17 million
{note 15) Now that the current market conditions and the perspective of Greek soveraign debt have
improved, the directors expect the busiess to continue to develop through the issue of dent notas,

The assessment by the directors of the Cermpany’s ongoing business modal is closely assaciated with the
business decisions and operations of the Parent Company. On the basis of the analysis of the Bank's and
the Company’s capital solvency and liquidity, the uncertainties mentioned above, and having considerad
the mitigating factors set out In note 2 of the Financial Statements, the directors have a reasonable
expectation that the Parent Company will complete all actions and initiatives scheduled, including the
share capital increase up to € 2,864 million to cover the capital shortfall arlsing fiam the recent
assessment of the Parent Company’s capital needs by 8oG. On 29 April 2014, the Parent Company
anncunced that the Public Offering and the International Offering were oversubscribed {note 19) Hence,
they are satisfied that the Company has adegirate resourtes to continue in business for the foreseeabla
future and that it Is appropriate to prepare the financial statements of the Company on a going concern
hasis

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a nurber of
nsks. All of the key business risks affecting the Company, Including credit risk, are managed in
coordination with the Parent Compary, and are set out in Note 2 and Noie 3

The Company is a finance vehicle whose orncipa! purposa is to raise debt to be deposited with the Parent
Company and its financial position will be influenced by the Parent Company’s financial condition

The principal risks and uncertainties of the Parent Company fot 2013, which include those of the
Company, are discussed i the Report of directors and the notes to the Consohdated Financial Statements
intluded in the 2013 Annual Financial Report of Eurobank Ergasias S.A,, which was signed on 31 March
2014 {avallable at website www etrobank g1,

Creditor payment policy

Tne Company's policy cohcerning the payment of its creditors and service providers 15 to pay in
accordarnice with its contractual and other legal obllgations

Directars

The directors of the Company whe were in office during the year and up to the date of sigrung the
Financial Statements were as follows:

Fokion Karavias
Anastastos leannidis

Nicholaos Kararmouzis {resigned on August 03, 2013)

None of the Directors has or had any notifiable Interest in the shares of the Company,
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ERB Hellas (Cayman Islands) Limed

Directors’ Report {continued}
vi] Parent company

in February 2012, ERB New Europe Funding 1l Ltd, & wholly owned subsidiary of Eurobank Ergasias S.A
{the "Parent Company” or the *Bank"), bacame the Company's immadiate parent undertaking The Parent
Company’s ownership is anslyzed further in note 17,

vil} Directors' responsibilities in relation to the financisl statemanis

The Directors have preparcd these non statutory financial statements for the reasons and with the
explanations set out in Note 1 to the non statutory financial statemnents s0 as to provide a true and fair
view of the state of a*airs of the Company and of the profit or loss for that perlad. The Directars have
prepared the financial statements in accordance with the intzrnational Financial Reporting Standards
{IFRSs) as adopted by ths European Union,

in preparing these financial statements, the directors are reguired to;
*  select suitable accounting poiicies and then apply them consistently,
*  make judgements and accounting estimates thei are reasonsble snd prudent,

¢ state whether applicable international Financial Reporting Standards {IFRSs) as adoptad by the
European Union have been followed, subject to any material departures disclosed and explained
in the financial statements,

* piepare the financial statemerts on the going concern basis unless it is inappropriate to presume
that the Company will continue in business.

The directors are responsibie for keening adequate accounting recards that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time the finandal
position of the Company They are also responsible for safeguarding the assets of the Cornpany and hence
for taking reasonable steps for the pravention and detection of fraud and other rraguiarities,

vili} Statement of disclosure of information to auditors
Earh dwector acted during the year and up to the date of the directors’ report confirms that:

¢ 5o far as the directors sre awate, there is no relevant audit information of which the Cempany’s
auditors are unaware; and

* they have taken all the steps that they ought to have taken as directors in order to make
themseives aware of any relevant audii informatior: and to establish that the Company's auditors
are aware of that Information.
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ERB Hellas (Cayman Isfands) Limited

Directors’ Report (continued)

ix} Independent Auditors
A resolution to reappaoint PricewaterhouseCoopers Greece as auditors to the Company will be propused
at the forthcoming shareholders’ Annuat General meeting,

The Directors” Report was approved by the Board of Direstors on 30 Aprit 2014 end was signed on its
benalf by

Director

30 Aprit 2014
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Independent auditors’ report to the Birectors of ERB Hellas (Cayman Istands} Limited in respect of the
non-statutory financial statements

Report on the Financial Statemants

We have audited the Accompanying non-statutory financial statements of £RB Heltas {Cayman Istands)
Limited (the “Company*} which tomgrise the balance sheet as at 31 Decernbe: 2013 and the statement of
tomprehansive Incorne, statement of changes In equity and cash fow statenierd for the year then ended
and a surmary of significant ateounting policies and other explanatory information

Manazgemeant's Responsibility for the Financial Statements

Management is responsible for the prenaration and fawr presentation of these non-statutory financial
statements in accordance with international Financiai Reperting Standards as adopted by the Eurapean
Uneon and for such mternal control as management determines is necessary to enable the preparation of
financlat statements thet are free from material missiatement, whether due to fraud or error

Auditar's Responsibility

Our respongihility is to express an opiion on these non-statutory financial statements basad O aur audt
We conducted our audit in accordance with international Standards on Auditing. Those standards require
that we comply with ethical ‘equirements and plan ard perform the audit to obtain reasonable assurance
about whether the finanaial statements are free fiom material misstatement

This repost, including the epinion, has been prepared for and only for the directors for management
purposes in accordance with our engagement letter dated {5 Aprii 2014, 2nd for no other gursose We do
tot, i giving this oninion, accept or assume responsibiity for any other person to whom this report 15
shawn of into whose hands it may come Including without limitation under any contractust obligations of
the Company, save for where expressly agreed by our prior consent i writing

An audit involves performing pracedures to obtair 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 system of internal control relevant to the
Compary's preparation and far presentation of the financial statements in order to design audit
procedures that are appropriate In the clreumstances, but aot for the burpose of expressing an aptnion on
the effectiveness of the Company's internal contre!. An audit also indudes evaluating the apptopriateness
of accounting policies used and the reasonablenass of a-counting estimates made by management, as
well a5 evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropiiate to provide 2 basis for
aur audit opinion,
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Opinion
in our opinion, the financial statements present fairly, in all materiat respects, the financial position of the

Company as at 31 December 2013, and its financial performance and cash flows for the year then ended
fn accordance with International Financial Reporting Standards ag adopted by the Eurcpean Union.

Emphasis of matter
Withaut qualifying our opinion, we draw attention to notes 3 and 4, which refer to the methodology

applied to value the available for sale equity securities for which no active market existed at the balance
sheet date and the possible Impact of valuation sensitivitles on the financiat position of the Comipany.

Atheris, 30 April 2014

Vicus ‘%m v s

R

pwc

PricewsterhouseCoopers
268 Kifissias Avenue

15 232 Halandri

SOEL Reg. No. 13
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Statement of Comprehensive Income

Interestand simitar income
tnteresi exnense and similar chas ges
Net Inteiest Income

Net gaiusfliosses} from financial instromants
Dividand income

Foragn exchange gains/ {fosses)

Operating sxpenses

Profit/{loss) before Income tax
hieome tax expense

Net profit/(ioss} for the year attributable to the
owners of the Parent Company

Avadlable for saje securiies, changes in falr vaiye that
may be reclassifiad subsequently to profit/floss)

Total comprehensive income for the year attributable
to the owners of the Parent Company

ERB Hellas (Cayman Islands) Limited

Note

10

Year ended 31 December

2013 2012
€000 €000
14,523 14,956
{16 430} {16,982)
(2,907} {2,026}
136 §2,273
5,587 8,828
{25) {8}
{91} (60}
4,710 58,007
20, e 32007,
43,142 {59,101}
args2 (94)

Notes on pages 15 to 40 form an integrat part of these financal statements
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ERB Hellag (Cayman Islands) Limited

Balance Sheet
At 31 December
2012 2012

Note £'000 <'000
Assats
Deposits with banks 11 153,293 172,642
{avestment Securities 12 460,215 412,133
Dertvative kinancial instroments 13 - 209
Other sssets 5 -
Total assats 13518 580954
Liabilities
Lrabilities evidenced by paper at amoridsed cost 14 406,073 42,945
uabilities evidenced by paper designated at fair value 15 158,825 161,083
Derivative Francial instruments 13 139 7198
Other irabsiities 53 177
Total liabliities 565,090 589,413
Equity
Sharz capetal 16 16 16
Other Reserves 48407 555
Total equity 48,423 571
Total equity and labihties S L0 13 i SBQi9§‘4_ :

The firancial statements on pages 11 to 40 were approved by the Board of Bitactors on 30 Apr'l 2014 and
were signed on its behalf by:

J f 2
¢ /ﬁ* Yy —- {) 4

(s

/ A loannidis

Director

Notes on pages 15 to 40 form an Integral part of these financial statements
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ERB Hellas (Cayman Islands) Limited

Statement of Changes in Equity

Share Gther

capital resarves Total

€000 €000 €000
Balance at 1 Janvary 2012 16 849 665
Peofitfllose ) for the vear - 59,007 59,007
Avallable for sale securtties, changss i fair value - {59,104} {59,10)
Total comprehensive income for the yeai ended 31
December 2612 . {843 194}
Bulance at 31 Dacember 2012 16 e 555 571
Balance at 1 January 2013 16 555 571
Prafitfitoss) For the year . 4,716 4,710
Available for sale securines, changes n fair value - 43,142 43,142
Total compi ehensive income for the year ended 31
Dezember 2013 - 47 852 47,852
Batanee at 31 December 2013 16 48,407 48,423

Notes on pages 15 to 40 form an integral part of these financial statements
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ERB Hellas {Cayman Islands) Limited

Cash Flow Statement
Year ended 31 Docember
013 2012

Note €000 €000
Cashi flows from aperating activities
Interest and similar income recesved 14,336 32,575
Interest and similar income paid {19,953) {30,368)
Cash payments 10 suppliers {81j {38}
Cash flows from operating activities before
changes. 1 operating asssts and Habilities {5,698} 2,i69
Changes in operating assets and Habifities
Net (increasa)/decreasein depasits with banks 9,852 17,756
Net increase/{decrensel in other liabifiues {240} 140
Net cash from/{used in} operating activities 4014 20,065
Cash flow from investing activities
{Purchases)/sales and redempitons of
investment securities 390 {475,668}
Devidends from investment securities 6,597 8,828
Net cash from/{used in} investing activities 6,987 {456,840)
Cash flows from financing actwvities
Proceeds /i epayments) from foan riotes {23,198} 439,048
Net cash from/{used in} financding activities (23,198) 435,048
Net increase/{decrease} in cash and cash equaalants {12,197} (7,727
Cash and cash equivatents a1 beginning of year 1343 20,99U
Cash and cash equivalents at end of vear H T 1._95&_ o 13,213

Notes or pages 15 te 45 form an integra! part of these financial statements
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ERB Hellas (Cayman Islands) Limited

Notes to the Financial Statements

i. General Information

These non statutory financial statements were prepared sofely to assist the Directors in discharging their
stewardship obugations and fiduciary responsibilities 1n respect of the Company and ta assist them to
camply with article 3 of Luxembourg's Transparency Law for Issuers of securities.

ERB Hellas {Cayman istands} Limited {the “Company*), 1s a public limited company. The Coampany is a
subsidiery of Eurohank Ergasias 5.4 {the "Parent Company” or the “Bank"}, through its wholly ownred
subsidiary ERB New Europe Funding lil Ltd ERB Heflas {Cayman Islands} Limited is & finance rompany,
whose sole business s raising debt for the Parent Company via medium term notes histed 3n the Luxemburg
Stock Excharge, purchased by institutional and private investors. The listed medium term notes outstanding
are guaranteed by the Parent Company. The Company has no empioyees, or audit comsmittee,

2. Accounting policles
2.1 Basls of preparation

The nen statutory financial statements of the Company have been prepared in accordance with
International Financial Reporting Standards {IFRS} 1ssuad by the 1ASB, as endorsed by the European Union
{EU) and In particular with those IFRSs standards and [FRIC iterpretations issued and effective as at the
time f preparing these statements.

Gomng concern considerations

The financial statements have been prepaied on 4 going concern basis. in making their assessment of the
Company's ability to contirye as a going concern, the directors have taken nto consideration the impact of
the following factors dirertly related with the Parent Campany’s operations:

Solvency risk

The Parent Company has ncurred substantial impawrment lossés a¢ 3 result of the Hellenic Republic's daht
restructuring {PSI+}. Such losses had an impact on the accounting and reguiatory capital of the Parent
Company as of 31 December 2611, which feli below tne mimmum capital requirements as determined by
the Bank of Greece (BoG).

Capital needs of the Parent Company were assessed n November 2012 by BoG at the level of £ 5,839
millton, in order to be able ta achieve the levei of Core Tier | capital of 9% throughout the perind to end of
2014 This assessment takes into account, nter alia, the PSI impairment losses, the results of Blackrock's
2011 diagnostic review and the Parent Coipary's business plan which alse includes certain capital
strengthening antions.

The Hellenic Financial Stability Fund {HFSF) has contributed to the Parent Company EFSF notes of total €
5,839 million for its participation in the share capital merease of the Parent Company, which qualifies as Ties
| capital, in May 2013, tre Parent Company completed the share tapitsl increase of € 5,839 miltian, in
accordance with the provisions of Law 3864/2010 and the Act of Calunet 38/9 11 2012, fully subscribed by
the HFSF with the contribution of haonds, 1ssued by the European Financial Stability Fund {EFSF) and owned
by the HFSF.

On 28 March 2013, the BoG issued an Executive Committes Act {13/28.03.2013) bringing the hmit for the
Core Tier | capital to 9% of Rish Weighted Assets and for Equity Core Tier [ to 6%, effective from 31 March
2013. According to the new definltion of Core Tier | capitzl, AFS reserve was fully recognised, while the
deferred tax asset's recognition was fimited to 20% of Core Tier | capital. Oh 23 December 2013, the BoG
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ERB Hellas (Cayman Islands) Limited

Notes to the Financial Statements for the year ended 31 December 2013 (continued)
2. Accounting policies {rontinued)

2.1 Basis of preparation {continued}

issued an Executive Committee Act {36/23.12.2013) liftng the aforementioned limitation related to the
deferred tax asset’s recognition, effective from 31 December 2013,

According to the Parent Company's consohdated capital adequacy figures as at 31 December 2013, the Core
Tier { 1atio stood at 10.4% and at 11.3%, pro-forma with the completion of certain strategic initiatives such
us the transaction with Fairfax Financiai Holdings Limited on Eurobank’s Properties REI C share capitat
increase, which wag vompleted on 6 February 2014 snd the implementation of Basel 1l IRB credit risk
methodology to New Hellenic Post Bank’s (WHPB) mortgage portiolic (note 19), which is subject to BoG
approval,

The capitsf needs of the Parent Company were 1 eassessad by the 80G based on the tredit Joss projections
from BlackRock’s 2013 dlagnostic review and the estimated future ability of interhat capital generation for
the period June 2013-December 201€, based on a conservative adjustment of the Bank’s restructuring plan

minimum Core Tier | threshold of 8% for the baseline scenario and 5.5% for the adverse scenaiio, while the
regulatory value of the deferred tax dsset was limited to 20% of Core Tier |, O, § March 2014, the BoG
published the results of the above exercise and assessed that the Parent Compary's capital needs amount
to £ 2.945 million unaer the haseline scanario. Based on that seenano, the Parent Company was required to
submit ity caprtal enhancemant plan

The Parent Company with it ietter to BoG ar 24 March 2014, submitted its ~apital enhancemant plan
whereby: a) revised its tapital actlons providing for an additional positive impact on tezulato:y capital of €
81 million and proposed to adliust the restructuring plan accordingly and b) the Parent Company stated that
it intends to cover the remaitiing capital needs of € 2,864 million through & share capital Increase, On 12
April 2014, the Paren: Company's Extraordinary Shareholders’ General Meeting approved a share capitat
merease up te € 2,864 milion (note 19j,

In addition, the Parent Company Is examining or already implementm_g 4 number of addmonal initiatives for
further improving it capital position, such as transactions associated with the restructuring, transformation
or optimisation of operations, In Graece and abroad that will generate or release capital and/or reduce Risk
Weighted Assets. Finally, the implementation of a solid Integration program for NHPFB and New Proton Bank
SA {New Proton), the acquisition. of which was rompleted on 30 August 2013, is aiready proviging
sthstantial synergies further ehhancing the capital base of the Parent Company

CB compretiensive assess 013-29

In fine with the provisions of the Regulation on the single supervisory mechanmism {Ssm Regulation), winch
entered fnto force in early November 2013, the ECB and the Tespectiva national competent authorities
{NCAS} will carry out o comprehensive assassment of euiozore’s mast significant baiks, meluding Eurobank
The ECB will conclude this comprehansiva assassment of the banking system in Octoher 2014, prior to
assuning its new supervisory tasks in November 2014 This cotnprehensive assessment is an essentisl
element of the preparations for the S5M, providing the fecessary clarity on the banks that wif} be subject to
the ECB's direct supervision. The exercise comprises a supervisoly risk assessment, an asset quality review
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ERB Hellas (Cayman Islands) Limied

Notes to the Financial Statements {continued}
2. Actounting policies (continued)
2.1 Basls of preparation {continued)}

and & stress test to be conducted jointly with EBA. The wiegrated outcome of the comprehénsive
assessment may lead to & range of follow-up actions, Including requiraments for changes in & bank's
provistons and capital,

The results of the comprehensive assessment, where necessary, will be followed by correciive measures
(for example, racapitalisation, also through profit retention, equity 1ssuance, re-orfentation of funding
sources, asset separation and sales), The timalines for implementing such measures will be part of the
outcome of the assessment. The £CB will acknowledge and welcome corr zctive actions taken, also before
the conclusion of the exercise, by banks ahd supervisory authorities, it the form of anhanced disclosure and
provisiomng, as well as recapitalisation, assat separation and sales, and other measures

Capital shortfalls identified for viable banks should, first and foremost, be made up with private sources of
capltal. If private sources of capital are insufficient or not readily available, publc backstops might need to
be drawn upon, in compliznce with national practices and European rules, with the overriding goal of
ensuring financial stability

Despite the fact that the methodology and benchmark capital thresholds used by the BoG ir the recently
concluded capital needs exercise were aligned, to the extent possible, to ECB's envisaged approach (based
on publically avariable information as of February 2014), there is a risk that ECB may zonclude on diffarent
capital needs for Eurobank.

Ligutdsty risk

The difficulty of the Greek banks to gain access to the international capital and money markets and the
reduction of depasits due to heightened sovereig risk znd deterioration of the Greek economy led to an
increased reliance of the Patent Company to Eurosystem financing facilities Although the dependence on
Eurosystem funding has decreased by 50% compared to its peak levels. as a resuit of zccess to the repo
markets, acquisitinn of NHPE and New Proton, delevaraging and deposit inflows, these conditrons pose a
significant ongaing liquidity chalfenge for the Parent Company ord the Greek Barking system in general
The Parent Company expects, as ala confirmed in the latest Trotka's progress report on the second
adjustment program for Gree:e pubfished 1 July 2013, that the Europesr Central Bark {ECB) 2rd BoG will
preserve sufficient banking system hquidity i fine with Eurosystem rules, which stipulzate, inter ala, that
access to direct £CB, as opposed to other Eurosystem funding, is subject to the Bank mamntaming a
minimum level of reguiatory capitst

O ¢ uncertaintie

The continued deterioration of the Greek economy has adversely affacted the Parent Company's operations
and presents slgnificant riske and challenges for the years abead. Currently, there are a numbey of matenai
ecohiomic and market risks and uncertainties that impact the Greek Banking system. The main risks stem
from the macroeconomic environment, the developments or the eurozone sovereign debt crisis, the
impact of the significant fiscal adjustment efforts on the Greek ecanomy and the implemeniation of the
structural reforms agenda. The significant progress made to date couvid be compromised by significant
delays in official financing, exteinal shocks from *he global economy as well as implemenrtation risks,
political instabiity and reform fatigue in Greece. The restoration of confidence, tre attraction of rew
investments and the revival of economic growth remain key challenges for the Greek economy, On the
other hand, as Graece has taken effective action towards fiscal consolidation, has made progress in the
budgetary arez and with reforms in other key sectors of the economy, upside potential also axists,
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Notes to the Financial $tatements {continued)
2. Accounting policies {continued}
2.1 Basis of preparation {continued)

Particularly if, privatisation efforts, associated with the rapid improvement of the investment climate and
the restoration of confidence, show reslience and are accompanied by sustained strong poiicy
implementation,

Continuation of the recession could adversely affect the region and could lead to lower pre-nrovision
profitability, detertoration of asset quality and reduction of deposits In eddition, increased funding cost
remains a significant risk, as it 15 dependent or, both the level of sovereigr spreads as well as oa foreign
exchange rate risk, due io the unstable nature of some currencies. These condiions may challenge the
Parent Company’s capital adequacy position over the foreseeable future

Notwithstanding the condrons and uncertainties mentioned above. the Directors, having considerad the
mitigating factors set out below, have a reasonable expertation that the Parent Company will coraplete
withan @ specific timeframe all actions and inwtratives scheduled to cover the capital shortfall ansing from
the recent assessment of the Parent Company's capital needs by BoG, Hence they are satisfied that the
financial statements of the Companv can be prepared on 2 going concern hasis.

(g}  asat 31 December 2013, the consolidated Core Tier | ratio stands at 10.4% and 11 3% proforma with
the completion of the trensaction with FairFax Finanoal Holdings Limited and the implementation of
Baset {l IRB credit risk methodology to NHPB’s mortgare portfolio, abave the Himit of 9%,

(b} the Parent Company's share canrtal ncrease up to € 2,864 million approved by the Extracrdinary
Sharsholders’ Meeting on 12 Apnif 2034 On 29 April 2014, the Parent Company announced that the
Public Offering and the International Offering were oversubsciibed (note 19},

{c}  that the Parent Company continues the implementaticn of s medwm term internal capital
generating plan, whick includes mitiatives generating or refeasing Core Tier | capital and/or reducirg
Risk Weighted Assets,

{d}  should they become necessary, the availability of additionat recapitalisation funds from HESF that
can support any capital needs on top of the amounts already provided,

{8} the existence of the comp:ehensive firancial support program of the EC/ECB/IMF (including the ¢ 50
bn recapitalisstior facility), aiming to correct Greete competitiveness gap and restore growth,
employment and public debt sustamability and secure the hanking system's stability,

{f}  the Greek authorities’ commitment to suppoit the banking sysiem and create a viable and well
capitalsed banking sector, and

{g}  the Parent Company's continued acress to Eurosystem funding (ECB and ELA liquidity facilities) over
the foreseeable future,
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Notes to the Financial Statements {continued)
2. Accounting policies {continued)

2.1 Basis of preparation {continued)

The policies set out balow have been consistently applied to the years 2013 and 2012 Where necessary,
comparative figures have been adjusted to conform with changes in presentation in the current year.

(a) New and amended standards adopted by the Company

The following new standards and amendments to existing standards, as isseed by the Intemationat
Accounting Standards Board (1ASB) and endorsed by the European Union {E4), which are refevant to the
Company. apply from 1 january 2013.

iAS 1, Amendment - Presentation of Items of Other Comprehensive income

The amendment requires entities to separate Hems presented in other comprehensive income into two
groups, based on whether or not they mav be reclassified to profit or ioss i the future. The adoption of the
amendment did not have any Impact on the presentation of other comprehensive mcome in the Company’s
financial statements,

IFRS 7, Amendment - Disclosures, Dffsetting Financial Assets and Financial Liabilities

The amendment requires disclosure of the zffect or potentisl effects of petting arrangements on an entity's
halance sheet. In particulat, it requires information about all recognized financial instruments that are set
off. according to 1AS 32 "Financral Instruments. Presentation®, as well as about those recogrized fi-ancial
mstruments that, afthough they are not set off under 1AS 32, are subledt to an enforceable master netting
arrangement or similar agreement,

The Compary had neither set off any financial assets and liabities as at 31 December 2013 and 2012, nor
any enforceable master netting arrangement or simifar agreement

IFRS 13, Fair value messurement

1FRS 13 establishes & ungle framework for measuring fan value provides a revised definition of fair value
and introducas more comprehensive disclosure requirements on fan value measrement. The disciosire
raquiremenis of IFRS 13 du not require comparative iformation to be provided for penods pnor to intiat
appheation (1 fanuary 2013) The prospective adoption of the messaiement requirements of RS 13
resulted in rew disclosures and enhancements to exsting disclosures that are provided in note 3.

Annual improvements to iFRSs 20092011 Cycle

Improvements to IFRSs comprise amendments to a number of standards aiming to clarify:

-the regurements for comparative informaxion in 1AS 1 “Presentation of Financial Statements™;

“when certain types of equipment are classified as property, plant and equipment in 1AS 16 "Property Plant
and Equipment’,

-the accounting for the tax effect of distributions o holders of equity mstruments in 1AS 32 “Financial
instruments: Presentation®: and

-intetim financial teparting requirements rega-ding total segment assets and liabilities in 1AS 34 "interim
Financial Reporting"

The above improvements to {FRSs did not bave a matenal impact on the Company's financial statements
{b} New standards and interpretations not yet adopted by the Company

A number of new standards, amendments and interpretations to existing standards are effective after 2013,
as they have not yet been endorsed for use i the European Unior or have not been early applied by the
Company. Those that may be relevant ta the Company are set out below:
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Notes to the Financial Statements {continuved)
2. Accounting pelicies (continued)
2.1 Basis of preparation {continued)

1A5 32, Amendment - Offsetting Financial Assets and Financiaf Liabilttiss {effective 1 January 2014)
The amendmanit clarifies the requirements for offsetting financiat assets and financiat Yiabilitias,
The adoption of the amendment is not expected to have any impact on the Company's financial statements,

¥RS 9, Financial Instruments (effective 1 January 2018}

IFRS 9, Financial Instruments, is a new standard for finanecal instruments that is ultimately intended to
replace current 1AS 39 Financial Instruments. Recognition ahd Maasurement in its entirety

IFRS 9, issued in November 2008, introduced new requirements for the classification and measdrement of
financial assets. it requires financial assets to be classifled into two measurement categories: those
measured as at far value and those measured at amortized cost. The determination is made at mitial
recognition  The classification depends on the entity’s business model for managing its financal
instryments and the contractual cash flow characteristics of the wstrument Under 1FRS 9, entities may
make an irrevocable election to present subsequent changes in the fair value of an equity investmem_: which
15 not held for trading, in ather comprehensive income, with only dividend income generally recognized n
profit or jass

FRS 9 was amended in October 2010 to nclude requirements for the classification and mezsurement of
financie! liablitias, as well as derecognition requirements. IFRS 9 requires that, in cases whete 3 finaneil
liability s designated as at falr value through proflt or loss, the part of a fair value change due to the
reporting entity’s own credit nsk is recorded 12 other comprchensive income rather than the income
statement, unless the recognition of the effects of changes in the habllity's credit visk i other
comprehensive income would creste of enfarge an accounting mismatch in profit or toss, Fair valire changes
attributable to g financial hability's credit risk are not subsequently reclassified in profit or nse According ta
iAS 39 which currently applies, the amount of the change in the fair value of tne financial hatlity
desighated as fair value through profit or foss is recognized in profit or loss

Based on IFRS 9 and IFRS 7 Amendments, Mandatoiy Effective Date and Transition Disclosures, issued in
Decembper 2043, entittes waie required to apply IFRS 8 for annual periods beginning on or after January 1,
2015, with earlier application permitted. Additionally, IFRS 9 should be applied to afl financial instruments
nutstanding 25 of the effective data, as if the ciassification ana measurement under IFRS 9 had always been
applied, but comparative periods do not need to be restated

IFRS 9 was amended in November 2013 with IFRS 9 Financial Instruments: Hedge Accountirg and
amendments to IFRS 9, IFRS 7 and 1A5 35 to Incfude 3 new general hadge accounting model that will hetter
reflect reporting entities’ risk management activities in the financial statements and some related
amendments to IAS 38 and IFRS 7. The amendments also alfow entities ta early adopt the prowision in IFRS ©
as issued 0 2010, related to the presentatton of changes 10 2p entity's own credit risk within other
comprebensive income without apoplying the other requirements «of IFRS 8 at the same bme

in addition, the 1 lanuaty 2015 mandatory effective date 1s removed and @ new mandatory effective date
will be set upon completion of the impairment phase of the accounting for financial imstruments. However,
in February 2014, the 1ASB tentatively decided that the effective date for IFRS 9 shalibe 1 January 2018,

Entities that adopt IFRS 9 as amended in November 2013 can choose an accountmg policy of sither
adopting the new IFRS 9 hedge arcounting modal now ur continuing to apply the hedge accounting mosel
i 1AS 39 for the time being.
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Notes to the Financial Statements {continued)
2. Accounting policies [continued)
2.1 Basls of preparation (contmued)

As IFRS 9 is an ongoing 1ASB project, which has not yet been finalized, it remains impractical to quantify its
effect, as at the date of the publication of these consolidated financial statements

Annuai Improvements to IFRSs 2010-2012 Cycle (effective 1 January 2015, not yet endorsed by EU)

The amendments introduce key changes to sever IFRSs following the publication of the results of the 1AS8's
2010-12 cycle of the annual improvements project. The topics addressed by these amendments are sat out
helow:

- Definition of vesting condition n IFRS 2 “Share — based Payment”;

- Accounting for contingent consideration in a business combination in IFRS 2 "Business Combinations”,

- Aggregation of operating segments and reconcihation of the total of the reportable segmeants’ assets
1o the enbity’s assets in iFRS 8 “Opersting Segment”;

- Short-term recevables and payables i IFRS 13 “Fair Value Measuremeant™;

= Revaluation method--proportionate restatement of accumulated depreciation in 1AS 16 "Property,
Plant and Eauipment”,
Key management personnel in 1AS 24 “Related Pariy Disclosures”, and

- Reveluation method —proportionate restatement of accumulated amortization m 1AS 38 “Intangible
Assets”;

Annual improvaments to iFRSs 2011-2013 Cycle (effective 1 January 20185, not yet endorsed by EU}

The amendments Intreduce key changes to four IFRSs following the publication of the results of the IASE's

2011-13 cycle of the annual improvements project. The topics addressed by these amendments aie set out

below;

Scope exceptions for joint ventures in IFRS 3 “Business Combinations”,
Scope of portfollo exception in IFRS 13 “Fair Value Measurement”,
- Clanfying the interrelationship between iFRS 3 “Business Combinations” and IAS 40 “Investment
Property” when classifying property as investment praperty or owner-occupied property in 1AS 40; and
- Meaning of "effective IFRSS” in IFRS 1 First-time Adoption of international Financial Repotting
Standards

{FRIC 21, Levies (effective 1 January 2014, not yet endorsed by Eu)

{FRIC 21 Levies clarifies that an entity recognizes a habifity for 2 levy that ts not mcome tax when the activity
that triggers payment, as identified by the relevant legistation, occurs. For a levy that is trggered upon
reaching a minumur threshold, for example a specified level of revenue, the interpretation clarifies that ao
liability should ba antitipated before the specified mimimumm threshold is reached.

The adoption of the interpretation is not expected to have = material fmpact on the Company’s financial
statements,

The financial statements have been prepared under the historical cost convehtion as modified by the
revaluation of financial assets and financial habilities {including derfvative instruments) at fair value through
profit or lass. The Company’s presentstion currency is the Euro (€) being the functionat currency of the
Company Except as indicated, financial information presented in Euros has been rounded to the nearast
thousand
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Notes to the Financial Statements {continued)
2. Accounting policies (continued)
2.1 Basls of preparation {continued}

The preparation of financial statements in conformity with IFRS reguires the use of estimates and
assumptions that affect the reported amounts of sssets ard liabllities and disclosure of contingent Habilities
at the date of the financial statements and the reported amounts of 1evenues and experses during the
reporting period, Although these estimates are based or management's best knowledge of rurrent events
ana actions, actua! results utimately may difar from thost estimates.

4.2 interest iIncome and expense

Interest income 2nd expense are recognized in the statement of comprehensive income for all interest
bearing Instruments on an acciuals basis, using the effective interest rate method The effective interast
rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life
of the financial mstrument or, when apgropriate, a shorter period to the net carrying amount of the
financial asset or financial lishility. When cafculating the effective interest rate, the Company estimates cash
flows congsidering alf contractusl terms of the financial instrument but does not consider future credit
losses. The calculation includes ali fees and points paio o7 7eceived between parties 1o the contract that are
an integral part of the effective interest rate, tiansaction costs, and alt other premiums or discounts.

2.3 Foreign currencies .

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing ac the dates of the transactions Foreign exchange gams and iosses resulting from the settiement
of stich transactions are recogmzed in the statement of comprehensive income. Monetary assets and
liabiitles denomneted in foreign currencies have been transfeted into the functional currency at the
market rates of exchange ruling at the balance sheet date and exchange differances are accounted for in
the statement of comprehersive income. Transiation differences on financial assets and Habllities heid af
fait value through profit or loss are reported as part of the fain vaiue gain or loss, The paid up share capital
denominated in US dollars has been translated mto euros on the exchange rate at the date of issue

2.4 Financial assets

The Company dassifies its financial ussets in the following 1AS 39 categories. financial assets at fair value
through profit or oss, loans and receivables and avarlable for sale finanwal assets Management determines
the classificziton of is financial nstruments at initiat recognition

{1} Financial assets at faér value through profit or loss

This category has two sub-categores. a) financial assets held for trading 1 . derivatives unless they are
gesignated and effective as hedging mstruments, and [bj those designated at fair value through profit or
{oss upon indtial recognition

The Compary designates certain financial assets upon initial recognition as at fair value through profit or
loss when any of the following apply

s it eliminates or significantly reduces measurement or recognition inconsistencies; or

= financial assets share the same risks with financial iabilities and those risks are mansged and
avaluated on a fair value basis, or

¢ structured products contaning embedded derivatives that could significantly modify the cash flows
of the host contract
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Notes to the Financial Statements (continued)
2. Accounting policies {continued)
2.4 Financiat assets (contmued)

(i1} Loans and receivables

Loars and receivables are non-derivative financial assets with fixed or deterrinabie payments that are not
quoted in an active market, other than those that the Company upon initial recognition designates as at fair
value through profit or ioss and those that the Company upon initial recognition designates as available-for-
sale. Securiites classified in this category are presented In Invastment Securities under Debt Securitiey
Lending portfolio

{ii} Avaiiable-for-sale

Available for-sale investments are those intzanded to be held for an indefinite peried of time, which may be
sofd in response to neads for hquidity or changes in nterest rates, exchange rates or equity prices,

Accounting treatment and coleulation

Purchases and sales of financial assets are rerognized on trade-date, the date on which the Company
commits to puichase or sell the asset. toans onginated by the Company are recognized when casn is
advanced to the borrowers Financial assets are initizlly recognized at fair value plus transaction costs foi all
finarcial assets not carried at fair value through profit or loss Financlal assets ure derecognized when the
rights to receive cash flows from the financial assets have expired or where the Company has {ransferred
substantially 2}t risks and rewards of cwnership

On derecognition of a financial asset, the difference between the carrying amount of the asset {or the
tartying amount aifocated to the portion of the asset derecognized) and the sum of (i} the consideration
received, including any new asset obtaned less any new liability assumed and (i1} any cumulative gain or
foss that had been recognized iy equity is recognized i profit or loss. Any interest in transferred financial
assets that quabfy for dereeognition that is created or retained by the Company is recognized as a separate
asset or hability,

Available-foi-sale financial assets and financial assets at fair-value-thi ough-profit-or-loss are subsequently
carried at fai value. Loans and recewvables and held-to-maturity investments are carried 2t amortised cost
using the effective interest method. Gains ard losses arsing from changes in the fait value of the financial
assets at fair-value-through-profit-or-doss’ category are included in the statement of comprehensive ncoms
1 the period in which they arse Galns and losses atising from changes In the falr value of available-for-sale
financial assets are recognised directly in equity, until the financial asset s derecogmsed or iImpaired at
which time the cumulative galn or foss previously recopnised in equity Is recognised in profit or loss
However, interest calculated using the effective mterest rate method is racognised 0 the income
statement

Brdends on equity instruments are recognised 1p the income statement when the Company’s night to
receive payment s established
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Notes to the Financial Statements {continued)

2. Accounting policies {continued)
1.5 Fair value measurement of financial instruments {continued)

The policy apphed by the Company an the fair value meastrement of financial instruments both before and
after the adoption of IFRS 13 "Fair Value Measurement”, is set out below:

Policy applicoble from 1 Jonuory 2013

Fair value Is the price that would be received to sell an asset or paid to transfer a liabiiity w1 an orderly
fransaction between market participaats st the measurement date in the prinapal or, i its absence, the
most adventageous market to which the Compary has accass at that datc The falr value of @ liabilsty
reflects its non-performanne risk,

When avallable, the Company measutes tne fair value of an instrument using the quoted price In ar active
market for that instrument. A market is regarded as active if transactions for the asset or Jiability take place
with sufficient frequency and volume to provide pricing information on an ongong basis. if there 1s no
quoted price th an acitve market, then the Company uses vajuation technigues that maximize the use of
refevant observable Inputs and mimimize the use of unobservable inputs. The chosen valuation technigue
incorporates all of the factors that market participants would take mto account i pricing a transaction,

Tha Company has clected to use mud market prcing as a practical expadient for fair value measurements
within a bid-ask spread,

The best evidence of the fair value of 2 financal instrument at nitial recogmtion is normally the transaction
price t e the fair value of the consideration given or received uniess the Companry determings that the fair
value at iritiel recognition is evidenced by 2 quoted price in an active markeat for an identicai asset or
liability or based on a valuation techmque that uses only data trom observable maikets

All assers and habilities fov which fair value 1s measured or disclosad in the finanewai statements are
categorized within the fair value hierarcny based on the lowest fevel input that Is significant to the fuir value
measurament as a whole [note 3},

Paiicy applicable before 1 January 2013

rair value 15 the smount for which an asset could be exchanged, or & liabilty sett'ed, betwsen
knowledgeanle, wiling parties in arm's length transaction on the measurement date.

When available, the Company measures the fair valise of an instrument Using gquoted prices ih an active
market for that instrument. A market s regarded as active If quoted prices are readily and regularly
avatlzble and represerit sctual and regularly occurring market transactions on arm's length bass,

If the market for & financizl instrument is not active, the Company establishes falr value by using 2 valuation
technique. These include the itse of recent arm's length market tranisactions, if available, reference to the
current fair value of another instrument that is substantally the same, discounted cash flow analysis, optian
pricing models and other valuation technigues commonly used by market particspants.

if an asset or & habiity measured at fair value has a nd price and an ask price, then the Company measures
assets and long positions at a bid price and liablities and short positions at an ask price.
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Notes to the Financial Statements (continued)
2. Accounting polictes {continued)
2.6 impairment of financial assets

The Company assesses at each balance sheet date whether there is ohjective evidence that a financial asset
or group of financial assets is Impairad. A financial asset or & group of finandial assets is impaired and
impairment losses are incurred if there 1s objactive evidence of impairment as a result of one or more
events that occurred after the infual recogmition of the asset (¢ "joss event”) and that loss event {or events)
has ai impact on the estimated future cash flows of the financial asset or group of financial assets that can
be relisbly estimsted Objective swidence that a financal asset or group of assets s imbared includes
cbservable data that comes to the attention of the Company sbout the following lass events

(a) significant financial difficulty of the issuer or obligor,

{b) a default or breach of contract;

{c} significant cnanges in the financial performance of the borrower that affect the borrower's abiiity
to meet its debt obligations, such as:

-aperating losses,
~working capital deticiencies;
-the borrower having a negative equity,

{d) other facts indicating a deterioration of the financiat performance of the borrower, such as a
breach of terms, or a partial write-off in the borrower’s obligations due to economic or legal
reasons refating to his finencial status,

{e} the Company granting to the borrower, for sconomic or legal reasons relating to the borrower's
financia! difficulty, a concession that the lender would not otherwise consider,

{f becoming probable thet the borrower will enter Into banlruptey or other financia! reorsanization;

{g) significant adverse changes in the boriower’s industry or geographical aree that could affect the
boirawer’s ability to meet its debt obligations;

{h} market related information inclading the status of the borrower’s other debt obligations,

{} 2 sigmficant downgrade In the internal or external credit rating of the borrower's financal
instruments when considerad with othet information,

(i} Assets carried at amortised cost

i there 15 objective evigence that an inpairment loss on foans and recewables cartied at amortised cost has
been incurred, the amount of the loss is measured as the difference between the asset’s zariying atmount
and the present velue of estimated future cash flows {excluding future credit fosses that have not been
incurred) discounted at the finaneial asset’s oniginal effective interest rate. The carrying amount of the assat
is reduced through the use of an allowance account and the amount of the loss 15 recognised in the income
statement

if a toan has a variable interest rate, the discount rate for measuring any impairment loss is the current
effective interest rate determined under the contract. As a practical expediert, the Company may measure
impairment on the basis of an instrument’s fan value using an observable market price

if, in 2 subsequent period, the amount of the impawrment loss decreases and the decrease can be related
objectively to an event occurning after the impairment was recogrised (such as an improvement i the
debtor’s credit rating}, the previously recognised imparment loss is reversed by adiusting the alfowance
accornt. The amount of the reversal is recognised 1n the income statement.
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Notes to the Financial Statements {continued)
2. Accounting polities {continued)
2.6 Impairment of financial assets (continued)

[iij Available-for-sale assets

In rase of equity investments dassified as available-for-sale, a significant or prolonged decline in the fair
valte of the security below its cost is considered in determining whether the assets are impaired if any
such evidence exists for available-for-sale financial assets, the cumulative 1038 measured as the difference
between the accuisition cost and the current fair value, less any impairment toss on that financial asset
previously recognised ir pront or 'oss & removed from egquity and recognised in the income statement.
Impairment losses recogmised in the income statement on equity investments are not reversed through the
Income statement.

2.7 Financla fiabilities

Tne Company classifies its financial liabilities in the following categories: financial liabilities measured at
amortized cost and. financial habiliies at fair value througn profit or loss, Finarcal liahilities at fair value
through profit or loss have two sub categories financial Habilitles held for trading and financial Gabllities
designated at fair value through profit ot {oss upon mitle! recognition.

The Company designates financial liabilities at fair value through profit or foss when any of the foliowing
apply

(a) it eliminates or sighificantly reduces measutement of recognition Inconsistencies; or

{b} financial liabiities share the same risks with financral assets and those nsks are mainaged and
evatuated cn a fair value bass; or

{c} structured products comlaming embedded derivatives that could significantly modify the cash flows
of the host contract

A financial fiandity is derecognised when the obligation under the hability is discharged, cancelled or
expites. When an exishng financial liability of the Company is replaced by another from the same
counterparty on substantially different terms, or the terms of an existing lizbilitv are substantially modified,
such an exchange or modifization is treated as sn extinguishment of the original liabiRy and the recognition
of a new lhability. The difference in the 1espective carrying amounts is racagnised in the income statement,

Tz Company considers the terms to be substantraily different, if the discounted present value of the cash
flows under the new terms, including any fees paid net of any fees received and discounted using the
original effective interast rate, Is at least 10% different from the discounted present value of the remaining
cash flows of the original financial habiity.

if an exchange of debt instrumerits or modification of terms is accounted for as an extinguishment, any
costs or fees incurred are recognised as part of the gain or loss on the extinguishment If the exchange or
modification 15 not sccounted for a5 an extinguishment, any costs o1 fees incurred adjust the rarrying
amount of the llaoility and are arnortised over the remaining term of the modified hability

Similatly, when the Company repurchases any debt instruments issued by the Company, it accounts far
such transactions as an extinguishment of debt,

2.8 Cash and cash equivalents

Cash and cash equivalents include sight accounts ano deposits held with banks with onginal maturities of
three months or less.
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Notes to the Financial Statements {continued)
1. Accounting policies {continued)
2.9 Derivative financial instruments

Derlvative financial instruments are initially tecognized in the balance sheet at fair value on the date on
which a derivative contract is entered and are subsequently re-measured at thelr falr value, Fair values are
obtained from discounted cash flow models and options pricing models, as appropriate All derivatives are
carried as assets when fair value s positive and as hahilities when far value i negative. Changes i the far
value of any dervative financial instrument are recognized immedmately i the statement of comprehensive
imcome The prinaples for the fair value measurement of finanwal instruments, including derivative
financial instruments, are desciibed in note 3.

2.1¢ Offsetting

Financial assets and ifavilities are offset and the net amount 15 presented in the balance shaet when, and
only when, the Company currently has. a legally enforceable right to set off the recogmsed amounts and
ntenas aeither to settle or @ net basis, or to realise the asset and settle the liablity simuftaneously

2.11 Related party transactions
Related parties of the Company nclude:
{#) the Parent Company ahd entities controlled, jointly contrailed or sigmficantly influenced by this entity;

{b} an entity that has control over the parent cumpany and entities controlled, jointiy controlled or
significantly influenced by this entity;

{c) members of key mahagemeiit personnel of the Company of its parents, their close family members and
entities controlied or jointly controlied by the above mentionud persons.

Transactions of similar nature are disclosed on an aggtagate basis All transactions snteted mito with reistea
parties are in the normal course of business and on an arm's length hasis.

2.12 Provisions

Provisions are recognized when the Company has a present jegal or constructive obligation ‘as a result of
past avents, it is probable that an outflow of resources embodying ecanomic benefits will be required to
settie the obligation, ard rehable estimates of the amount of the obligation can be made.

The amount recognised a5 2 provision is the best estimate of the expenditura requirad to settle the present
obligation at the reporting date, taking mto account risks and uncertainties surrounding the amount to be
recognised as a provision Provisions are reviewed at each réparting date and adfusted to reflect the current
best estimate If, subsequently, it is no jonger probeble that an outflow of resources embodying etonomic
benefits wil be required to settle the obligation, the provision is reversed.

2.13 Share capital

Ordinary shares are classified as equity Incremental costs directly attributable to the issue of new shares ot
options are shown n equity as a deduction from the proceeds, net of tax

Dwidend distribution on shares is recognized as a deducton in the Company’s equity when approved by the
Lompany's sharcholders. Interim dividends are recognized as a deduction in the Company's equity when
approved by tha Directors.
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Notes to the Financial Statements (continued)

Principal risks and uncertainties

The dnectors are responsible far the overalf finencial risk approach of the Company In this regard, the
directors coordinate alf financial risk management activities closely wrth the Parent Company's sk
managers to ensure that ail significant financal risks are minimised The directors have a financial risk
management programme in place, the mam ohjectve of which is minimising such risks, as follows:

{a} Credst Risk. The Company takes on exposurs to credit nsk, which is the risk that the counterparty wilf be
unable to pay amounts in full when due. The cash proceeds generated from the EMTN program arg placed
on deposits with the Parent Company and investment securities issued by the Parent Company or its
subsidiaries The derwative transactions are entered mto with the Parent Lompany or its subsidiaries The
aggregate carrying amount of these deposits and investment securities, as well as derivative financial
instruments with positive fair values approximates the maximum credit risk exposure of the Company,
Financial assets are nesther past due nor impaired

(b} Markat risk: The Comparny takes on exposure to interest tate, curreney nisk and equity risk. The
management has a policy of mmimising such risks a5 tallows

¢ Interest rate risk The Company takes on exposure to the offects of fluctuations in the prevailing
levels of market interest rates on its financial posttions and cash flows Cash flow interest rate risk is
the risk that the future cash flows of a finangal instrument will fluctuate because of changes in
market interest rates Fair value interest rate nisk is the risk that the value of 2 financial mstrument
will fluctuate because of changes in market intsrest rates. interest margins may Increase as a resujt
of such changes but may reduce or create losses in the event that unexpected movements arise.

The interest rate risk 15 fargely managed etther by piacing funds on deposits with the Parent
Company and debt sécurities issued by the Parent Company at rates which rhange on the same basis
a5 the interest rates apphied on loan notes, or av the use of interest rate swaps

The interest rate arises flom a thiee months floating rate loan note of face amount of € 63,200 ths
{2012 € 85,000 ths) that 1ssuad by the Company in order to fund avallahle for sule equity securitias
issited by a Parent Company's subsuliary An mcrease/{decrease) i Interest rate applied to the
above loan note, by 100 bps, would resuit in an increase/{decrease) of the Company's net interest
income by € 0 7 million (2012- 0 7 milhion).

= Currency risk. The Company takes on exposure to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financial position and cash flows, Currency risk is elimmated oy
placing funds on deposits and ivestment securties at the same currency as the loan notes issued

*  Equity risk: Equity price risk is the risk of the decrease of fair values as a result of charges in the
lavels of equity indices and the value of individuat stocks,

The equity risk arises from the available from sale equity securities issued by the Parent Company's
subsidiaries An Increasn/{decrease} in valuation orices applied to the above securities by 30%,
would result in an ing ease/{decrease} of the available for sale revaluation. reserve by € 35 million
{2012. 22 millicn),

Page 28 31 December 2043 Financial Siatements



ERB Hellas (Cayman lslands) Limited

Notes to the Financial Statements (continued)

Principad risks and uncertainties {continued)

{c] Liquidity Risk: The Compeny funds available for sale equity securities issued by a Parent Companv's
subsidiary through a three month floating rate loan note {see rterest rate nsk sbova). Except fi the above
transaction, the Company 1s not exposed to other liguidity or cash flow risk because the maturity of its
assets and babilities, and the underlying cash flows, are substantially the same.

The amounts disclosed in the table below are the contractual undiscounted cash fiows of financial fabilities
by 1emaimng contractual maturities at the balance sheet date The cash flows cf derivative finanaal
instruments are grouped together with those for the loan notes:

2013 :
tessthan 1 1-3 3monthstol Over Gross nominal
manth months year 1yesr  infiow/{outflaw}
£' 000 £'0op €600 £ 000 £ o060
Financizl iiabll:ties
- Loas notes 19 106,758 11,655 445,073 558,209
Other lighiliites 4 4 45 - 53
23 100,762 11,704 445,773 558,262
20312
Logs chan § 1.3 Smonthite 3 Over Gross Aominal
manth months yea: 1year mitow/fautfow}
£ 000 € 000 €000 €000 € 008,
Finanaial habifitius: )
Loan notes 5 114,050 21,764 457,585 503,404
Othar {labinties - - 177 377
5 114,080 21,941 477,585 593381

{d} Capital risk management. The Company's ohjectives when managing capital are to safeguard the
Company's abiity to continue as a going concern in order to provide returns for the shareholder and
benefits for other stakeholders and to mamtain an optimal capital structure to reduce the cost of camtal in
order to maintam of adjust the capitai structure, the Company may adiust the amount of dividends paid to
the shareholder, return capital to the shareholder, 15sue new shares ot sell assets to reduce debt The
Company is not subject to any external capital requirement.

Fair value of financial assets and fiabilities

Fair value is the price that would he receved to sell an asset or paid to transfer 2 liobility in an arderly
transaction betweeis markat panticipants at the measurement date under current market conditions (ie an
exit prica). When a quoted price for an identical asset or ibility is not observalile, fair value s measured
using valuation techmques that are appropriate in the ciicumstances, and maximise the use of relevant
absarvable inputs and miramise the use of unobservable inputs. Observable inputs are developed using
market data, such as publicly avaslable information about actual events or transactions, and reflect
assumptions that markei participants would use when pricing financial instruments, such as quoted prices
in active markels for similar instruments, mterest rates and yield curves, implied volatilities and credit

spreads
Financial instruments carried at fair value

Financlal assets and habilities designated at fair-vaive-thiough-profit-or-loss, dervative financiat
insttuments, as well as avadeble-for-sale securities aie measurad at fait value by reference to guoted
market prices when available I quoted prices are not available, the fai values are mstimated using
vaiuation techmiques, See also notes 2.5 and 4.3
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Notes to the Financial Statements (continued)

3. Principal risks and uncartainties {continued)

These firancial instrurnents carried at fair value are categoiized into one of the three lavels of fair value
hierarchy s at 31 Decembes 2013 and 2012, based on whether the inputs to their fair values are market
whservable or unobservable, 2 fallows:

« Level 1 - Financial instruments measured based on quoted prices in active markets for dentical
financial instruments that an entity can access at the measurement date. A market is considered
active when quoted prices are readily and reguiarly avaHlable from an exchange, dealer, broker,
industry group, pricing service, or regnlatory agency and represent actually and regularly oCCUrning
transactions. None of the Company’s financial Instruments carried at far value 9*e categorized intc
Level 1 of fait value herarchy

* ievel 2 - instruments measured based on 1} guoted prices for identical finaocial instruments in
markets that ara not active Le available for sale investment securities §i) inputs other than quoted
prices that are directiy or induectly abservable, mainiy interest rates and yield curves observable at
commonly quoted intervals, forward eschange rates, equity prices, credit spreads and imphed
volatilities obtained from internabionafly recognised market data praviders, as well 35 other
unobservable nputs which are msignificant to the entire fair value measurement i e dervative
financial mstruments, deposits with banks and loan notes issued hy the Company.

® igvel 3 - Financial instruments measured using valuation techmyues with significant unobservable
inputs. When developing unobservable iouts, best irformation available is used, including own
deta, while al the same time market participants' assumnptions are refiected {e.g assumptions about
risk}. None of the Company’s financial instruiments <arried ot falr value are categorized into Leve! 3
of fzir valie hierarchy.

valuat T 25

The Company uses widely recognized valuation models for determining the fair value of common financial
instruments, such as interest rate swaps, thzt use only observable market data and require hittle
management estimation and judgment. Ohservable prices or mode! inputs are usually avallable in the
market for listed debt and equity securives and simple over-the-tounter dervatives Availability of
observavle market prices and modsl inputs reduces the need for manzgement judgment and estimation
and aiso reduces the uncertainty assoriated with determining fair values. The valuation models used by the
Company have heen developed by the Parent Company's appropriate personnel who also have established
the processes and procedures governing the fair valuations

Where valuation techniques are used to determine the fan values ot financial istruments, they are
vatidated against historical data and, where possible, against current or recent observed transactions in
different instruments, and periodically reviewed by qualified personnel of the Parent Company,
independent of the personnel that created them. All models are certified before they are used and models
are calibrated to ensure that outputs retlect actual data and comparative market prices. Farr vatues
estimates obteined from models are adjusted for any other factors, such as liquidity risk or model
uncertainties, to the extent that market participants would take them irto 2ccount i jricing the
instrument. Fair values reflect the credit nsk of the instrument and include adjustments to take into
acrount the cradit isk of the Pajent Company, where appropriste The credit sk of the Parent Campany is
determined using inputs indirectly observable, | e. quoted prices of similar securities ssued by the Parent
Company's subsidlanes or other Gieek issuers
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Notes to the Financial Statements {continued)

Principal risks and uncertainties {continued)

Some of the specific valuation controls include. verification of observable pricing, re-perforrance of mode!
valuations, a review and approval process for new models and/or changes to models, calibration and back-
testiog aganst observable marketr transactions, where avallable, analysis of sigmificant veiuation
movements, sic Where third parties’ valuations are used for fair value measurement, these are reviewed in
arder to engure compliance with the requirements of (FRS 13.

The fair value hierarchy categoriatior of the Company's financial assets and liabilities cairied at fair value is
presented in the following tables.

2013
Level 3 Level 2 Level3 Total
€ 000 £ 000 £ 000 €' 000
Financial 3ssets measuren at fais value:
Deposi(s with barks - 152,277 - 152,277
Awvallable ror sale invesiment securnities . 116,842 - 116,842
. 268,113 - 269,118
Financ:al liabilities measurec al fair value:
Lishihities enidenced by paper designated atish valug B 158,825 - 188,825
Derivative financeat istruments - . 138 - 139
- 158,963 - 138,964
2042
tevel 1 teved 2 Lrvel 3 ‘Total
£000 £ 000 th €000
Finencial 2ssets i zured ot fai vatue,
Deposits with banks - 246,538 . 146,598
Avitable for sabe livertment secunties 73, 100 - F3,H0
Dervative financial instrumants : 204 . 203
. 20507 - 220,507
Financral abshtios nieasvred M %alr valie
LiabH'ties evidenced by papat desisnated ot fair vatue - 161,093 - 164,093
Daiavetive financlal nestruments 7198 - EALL]
e r———— . 16829

Financial instruments not cartled at fair value

The following table presents the carrying amounts and farr values of financial assets and habilities which are
not carried at fair value on the balance sheet, analysed by the level in the fair value hierarchy into which
each fair value measurement 15 included:

2013

Fair Carrying

Level 1 Level2 Levei3 Value amoknt
&' 000 £ 000 €004 €900 £ 009

investinent securities

Debi securitees tending po: tulie - 247,820 - 247820 343,373
: 247,820 - 247,420 343,973

habilities evidesced by paner ot amorised cost - 241,260 B 241,260 336,578
Short tevm loan nates - 69,398 - 69,395 63,355
: 330,654 . 310,654 406073
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Notes to the Financial Statements {continued}

3. Principal nisks and uncertainties {zontinued)

The assumptions ang metkodologies underlying the calcutation of fair values of financial instruments not
carried at fair value on the balance sheet date are as follows:

* Foi loan notes 1ssued by the Company and the respective mirror assets (debt securities lending
portfolia], the fair values gre determined using quoted market pricas, if avadsbie. If guoted prices
are not available, fair values are determined based on quotes for similar debt sesurifies or by
discourting the expected cash fows at a risk-adjusted rate, where the Parent Company's owr credit
risk 1s determined using mouts Indirectly observable, Le quoted prices of similar securities issued by
the Parent Company's subsidaries or other Greek issuers.

& Foi short term foan notes Issued by the Company, which are re-priced a¢ frequent intervals, the
carrying amounts répresent reasonable approximatians of fair values.

4. Critical accounting estimates and judgement

In the process of applying the Company’s accounting policies, the directors miske vanous judgments,
estimates and assumptions that affect the reported amaunts ot assets and liabilities récognized in the
financial statements within the next finencial yea: Estimates and judgments are continually evaluated and
based on historical experience and other factors, including expectations of future events that are belisved
to be reasonable under the circumstances.

4.1 Deposits with hanks

The main asset of the Company is deposits with the Parent Company. The directars’ assessment of the
recoverability of this asset ic closely associated with the operations of the Parent Company and inciudes
reviews of Ladidity and solvency.

4.2 impairment of avallable-for-sale equity investments

For available-for-safe mvestinents, a significant or prolonged dechine in the fair value of equity investments
below their cost, is an objective ewidence of impairment. in order to determine what is significant or
prolonged, the Company's management exercises judgment In assessing what i significant, the decline in
the fair value is compared aganst the cost price, whereas a decline in the fair value is considered to be
prolonged based on the period in which the fair value has been below its cast price In s respect, the
Company regards a decline to be “significant” when the fair value is helow the cost for more than 40% and
a period of over twelve months decline, The Company also evaluates among ather factors, the volatldity in
the fair value prices especially during periods of economic uncertainty, the financial health of the .nvestee
and its business outiook, industry and sector performance, changes in wehnology, and operational and
finaneing cash flows, bs well as the overall macroeconomic emvironment.

4.3 Fair value of financial instiuments

The fair values of financeal instruinents that are not quoted in an active market are determined by using
valuation techniques. In addition, for finanaal instruments that trade mfiequently and have little price
transparancy, fair value 15 less objective and requires varying degrees of jutigment degendirg on liquidity,
concemtration, uncertainly of market factors, puong assumptions and other risks aftecting the speafic
mstrument
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Notes to the Financial Statements {continued}

4. Critical accounting estimates and judgements in applying accounting policies {continued)

4.3 Fair value of financial mstruments {continued)

5.

In these cases, the fair values are estimated from observable data in respect of similar financial instruments
oF using models,

Valuation techniques used include present value methods and other models based mainly on observable
mputs and to a lesser extent to non-observable inputs, In order to maintan the reliability of the fair value
measuremert

Valuation models are used to value over-the-counter derivatives, deposits with banks and loan notes issued
by the Company measured at fair value,

Where valuation techniques are used to determine fair values, they are validsted and periodically reviewed
by gualified personnel of the Parent Company independent of the parsonnel that created them. All models
ate certihad before they are used and models are calibrated to ensure that outputs reflect actual data and
comparative market prices The main assumptions and estimates. considered by management when
applyirg a valuation model include:

(2} the fikelthood and expected timing of future cash flows,

{b} the selection of the appropriate discount rate, which is hased on an assessment of what a market
participant would regard as an appropriate spiexd of the rate over the risk-free rate,

{c} judgment to determ:ne what model to use in order to calculate faur value,

To the extent practicable, models use only observable data, however areas such as credit risk {both the
Parent Cornpany’s and counterparty}, volatlties and correlations require management to make estimates
to reflect uncertainties i fair values resulting from the lack of market data inputs.

Valuation technigues used to calculate fair vatues are further discussed ir note 3

Given the uncertainty end subjectivity inherent in the esbmation of far value of financial instruments.
changes in management assumptions and estimates could affect the reported fair values

Interest and similar income

2013 LWz

€ 000 € 000

Interest | huome on investment securities 14,053 12199
Interest income on derivative financial instruments 434 2,283
Interest income on deposits with the Parent Sormpeny 36 474

6. Interest expense and similar charges

2013 2012

€ 000 £ 000

interest expense on habllities evidenced by papet {15,243} {16,718)
Interest expense on derivative finanaial insiiuments {187) {264}
{16.4301 {16,982}
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7. Net gains/ {losses} from financial instruments

2018 012
£ ton £ 000
Changes in fatr vaive oi Hahinties svidenced by Pspor {9,512} (11,463}
Changss i fair vaive of denvative Srancial Instruments managed
with lisbilites ev.deoced by panwr €781 [33,752)
Chaages in farr vatue of deposits menaged with Labitibes
evidenced by paper 2731 45,615
Gain from Tender offer (note 14} 136 52373
Reatized garnsf(losses) from finenc;al instuments ') 1]
136 52,273

8. Dividend income

During 2013, the dividend income received by the Company in respect of avallable for sale equity securivtes,
issued by ERB Hellas Funding Limited, 3 subsidiary of the Bank, is analysed as follows: {2) Series A non
cumuistive annual dividend of € 1,780 ths payable on March 2013, and (b} Series C non cumulative
quarterly dividend of € 4,817 ths payable on January 2013, April 2013 and July 2013,

Further detatls relating with dividend icome ale presented in note 12

9. Operating expenses

13 2012
€ 000 £000

Fees payable to the audttor for ihe non stafuiory audit
of tnecompany’s annual financial statements {20} {40}
EMIN update costs {1 {20}
{93} . {60}

10. Income tax expense

The Company was incorporated under the laws of the Cayman islands as an exempted company with
hmited liagility and, accordingly, has no liability to taxation in the Cayman $lands in addition, the Company
Is non-UK resdent and therefore not liable to corporation tax in the UK or any other country

11. Deposits with banks

2013 2012

£' 000 £'000

Deposits with the Parent Company designated at fair value 152,277 146,598

Depasits with the Parent Company at amortised cost 1,016 36,044

153293 172642

Maturing over 1 year 146,429 148,857
With original matuvity of iess than 90 days {cash and cash

equivalents) 1,016 23,213
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12, jnvestment securities

03 2012
€000 £ 000
Availabie for sate investment secunties 116,842 73,700
Deby serurttias lending portfofio 343373 343,433
460,215 417,133

Debt serurities maturing over 1 vear 336,103 334&_']_3_

Avallable-for-sale investment securities

in February 2012, the Company purchased listed preferrad securities of face amount of face amount of €
325 million {Sertes A, 71 million, Series B. 107 mitlion, Series C: 147milkon} with a discount of £ 192 million,
issued by ERB Hellas Funding Lemited, 2 subsidiary of Eurcbank Ergasias S.A The preferred securities have
no fxed rademption date and pay non-cumuiative dividend subject to the provisions relating to compulsory
payments as set out In “Description of the Preferred Securibies” and to certain limitations as set out on
“Limitatiors on Payments” on the Prospectus of each issue, availsble at the Parent Company's website
(www.eurabank gr}. All obligations of the Issuer in respert of the preferred securities are guatanteed on &
subordinated basis by the Parent Company. The prefeired secuiities wete classified as available for sale
equity investments

In 2013, the Issuer of Series A of preferred securities announced that, in sccordance with their terms, the
non-cumuiative annual divigend on these preferred sacurities, which would otherwsse had bear naid in
March 2014, would not be dec’ared and would not be pald.

in 2013, the Issuer of Series B of preferred securittes announced that, m accordance with their terms, the
non-rumulative annual dividend on these preferred securites, which would otherwise had bheen paid in
November 2013, would not be declared and would not be paig

In 2013, the Issuer of Series C of preferred securities announced that, in accordance with their terms, the
non-cumulative quarterly dividend on these preferved secunties, which would otherwise had been paid in
October 2013 and lanuary 2014 would not be deciared and would aot be paid

The movement of available-for-sale revaluation reserve is as follows

03
. 5 .
Balance at L January 2013 159,101}
-Changes in faie value 32528
-Changes tn fair vaius due to the applicaton of mid prices instead
of b prices {note 2.5} 10,614
Balance at 31 December 2013 {15,559}
sec! fol

As at 31 December 2013, the Company held unlisted notes issued by the Parent Company of face amount of
€ 353 million {2012 356 million). The notes wet e classified under debt securities lending portfolio.
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ERB Hellas {Cayman lsiands) Limited

Notes to the Financial Statements {continued)

Derivative financial instruments

intarest iate swaps are commitments 10 exchange one set of cash flows for another. Swaps result m an
economg exchange of interest rates {for example, fixed rate for floating rate] No exchange »f principal
takes place The Company's credit risk represents the potential cost to replace the swap contracts
counterparties fall to parform their obligations. The Companry utilises interest 1ate swaps in order to
exchange the fixed rates of stiuctured notes for flouting rates as set out ir hote 3 The fair values of
derivative financial instrumeats held aie set out in the foliowing table:

2m3 201
Condract] Contracy
notronal Fair veloes aotional Fairvalves
ameunt AsgUNS tabilities amourt Asseis wabiues
i) Lo €000 foon €000 £000
Denvidve held fortradiag

-intgrest rate swaps G675 . i3s 21 ABD 209 7198
S < . NN 1. .- S ' S — -

Liahilides evidenced by paper at amortised cast

2013 2012
Fare Carrying face Larrying
Interest amaunt amaunt amouynt Fmount
2te % Curremcy £ 000 €000 £ 000 £ 000
Fiaating rat= loan notes 3M Euribor
phs16 EUR 288,205 289545 288 955 90,272
M Eunbor
phis2.75 EUR 69,200 69,395 - .
3N Eunbor
plus 2 20 EUR - " 86,000 86,223
Flxed rate foan notes 8.0 EUR 56,680 472143 57,643 44,450

e AISBEE L ADEOTS 433388 410,945
Ins February 2012, the Company substituted ERB Hellas PLC, a subsidiary of Eurobank Ergasias 5 A, as tssuer
of Lower Trer H unsecured subordinated notes of face velue of € 688,000 ths and invited their holders to
tender existing bonds The Company rzpurchased notes of face value of € 106,421 ths, generating a gain of
€52,273 ths.

Buring 2013 and 2012, the Company proceeded further with the repurchase of subordinated notes of face
value of € 750 ths and € 291,624 ths respactively.

As at 31 December 2013, the face amount of the remaining Lower Tiet H subordinated notes amounted o €
289,205 ths,

Post by g
In March 2014, the Board of Directors of the Parent Company decided the substitution of the Campaiy with
the Bank as the issuer of the Lower Tier (| unsecured subordirated notes.
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15. Labilities evidenced by paper designated at fair value

16.

2013 W12
€000 £.000

Loan notes 158,825 161093
158825 161,093

Under the program for issuance of debt mstruments, loan notes are unconditionally and irrevocably
guaranteed by the Parent Company, on a subardinated or an unsubordinated basis, as specified s the
relevant Final Terms.

Certain loan notes ssued by the Company have been designated upon their intial recognition as at fair
value through profit or loss, because they share tha same risks with linked deposits, debt securities and
derlvatives and those risks are manageo and eveluated on a fair value basis {note 3).

As part of the Compsny's nisk management strategy, these notes are managed either by placing funds on
deposits with the Parent Company and debt cecurities issued by tne Parent Company on the same terms
and conditions with the loan notes or by entering Into mteresi rate swap transactions with the Parent
Compahy's subsidliaries (note 3}

The majority of loan notes mature 2016 and 2017 Additionally, their performance is argety determined
by reference tc baskets of equity shares

The Company has not had any defzults on principal, Interest or any other breaches with respect to its
liabHities during 2013 and 2012

As at 31 December 2013, the loan notes designated at fair value had a face value of € 110,604 ths and a
cumulative fair value change of € 48,223 ths (2012, € 122,453 ths anc € 32,640 ths, respectrvely}

Purirg the year, loan notes smounting to € 6:675 ths {face amount) were 1ssued by the Company under iis
FMTN program. During the year, loan notes amaunting to € 18,414 ths (face smount as at 31 December
2012}, issued by the Company under its EMTN programny, matured

Share capital
2013 2013 2012 2012
Number  USS'D00 Awmber  USS000
Autherised ordinary shares of USS & each 50,008 50 50,000 s
Authorised preference shares of US$ 100,900 each 1,500 150,000 1,500 150,000
tssued ordinary sharcs of LISS 3 each 50,000 50 33,000 - 50
Alotted and paid up 49,599 ordinary shares at USS 0.30 per
ordinary shave and | ordinary share at Uss 1 —EE&G,.%. ____15_ 50,009. - 1_5

The paid up share capital of USS 15,001 15 reflected in the non statutory financial statements as € 16,436
based on the exchange rate at the date of issue
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Refated party transactions

In February 2012, ERB New Europe Funding il} ttd, a wholly owned subsidiary of Eurobank Ergasias S.A.,
became the Company’s Immediate parent undertaking The Corapany’s results are included in the
ennsolidated financiai statements of Furobank Erpastas S A, s immediate parent undertaking, which (s
incorporated in Greece

EFG Group was the controlling shareholder of the Parent Company, holding 44.70% of the Parent
Company's ordinary shares and voting rights until 23 July 2012, In May-2013, following its full subscription
in the Parent Company's recapitalisation of € 5,839 million, the HFSF became the controiling shareholde
and a related party of the Parent Company On 19 June 2013, HFSF acquired 3,789,317,358 Parent
Company’s ordinary shares with voting rights, representing 98 56% of its ordinary share capital. Following
the issuance of 205,804,664 new ordmary shares in July, as resolved at the Annual General Meeting of the
Shareholders on 27 June 2013, the percentage of the voting rights held in Eurobank by HFSF decreased to
93.55%. Following the share capital increase approved by the Extracrdinary General Meeting of 26 August
2013, the controlling percentage of HFSF increases to 95.23%

The Company regards other Greek Banks controlled, jointly contiolled or significantly influenced by HFSF,
within the context of the Greek Banks' recapitalization, as well as the members of key management
personnel of HFSF, as related parties The Company's transactions with HFSF's related Greek banks are
made in the ordinaty course of business, are carnied out on market terms, arg not Influenced by the HFSF as
the controliing shareholder of the Bank and are not included in the table presented below

The financial statements of Eurcbank Ergasias § A. are available from its head office: 8 Othonos Street, 105
57 Athens, Greece, and from its website at www eurobank gy

The related party transactions and outstanding balances at year end are as follows:
31 Decomber 2013 33 December 2012

Parent Parent
Parent Company’s Parent Company's
Company  suhsidiaries Company subsidiaries
€ 0t € 008 € 0og € 000
Deposits with Banks 153,293 172,642 -
Dertvative financial mstruments (assets) . . 189 20
Invelsment 3ecurties 343373 116,842 343433 74,700
tiabilities evidenced by paper at amortised cost 39,268 69,395 1948 86,223
Liabiirties evidenced by paper designated at fair vaiue 34346 108,242 21,105 118,243
Derivative financial instruments {lishilities) 139 7,188 .
interest and shmular income 14203 320 14,956 .
Interest expense and stmilar charges (873} {2,030} {873} {2,101}
Realized gains/(losses) from financial instruments {2,155) - {1,338}
Dividend income - 6597 - 8,828
m i¥

The directors provide services to a number of Group companies for which are compensated by the Parent
Company. Accordingly, these financial statements include no emoluments in respect of any director asitis
not practicable to apportion the salary element The Company employed no staff during 2013 and 2012
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ERB Hellas (Cayman Isfands) Limited

Notes to the Financial Statements {continued)

18. Segmental reporting

The Company operates one bus.ness segment [.e. providing funding to Eurobank Ergasias 5.A.. through
floating and fixed rate loan notes issued to a wide range of investois

19. Other significant and post balance sheet events
Share capital increase of the Parent Company following Liability Management Exercise {LME)

Or 28 April 2013, the Board of Directors of the Bank deaded to proceed with a liabulity management
exercise (“LME"} in respect of the five series of preferred securities (Lower Tier |-Series A,B,C,D,E} and the
single subordinated medum term note {Lower Tier 1} {the “Securnities”) issued by the Bank through nts
special purpose entities "ERB Hellas Funding Limited” and "ERB Hellas Cayman”, respectively. in particudar,
the Board of Directors decided to execute the LME on & voluntary biasis as follows:

fa) repurchase by the Bank of the tendered Securities at thewr nominal value; and

{b} undertaking by holders tendering Securitiés to participate i the new share capital increase, for
cash, with the proceeds of the repurchase, at a share sssue price equal to the Issue price of the
share capita’ increase of € 5,839 milior which was fully subscribed by the HESF, within the
framework of Law 3864/2010, i.e € 1 54091075902577 per share.

in the context of the LME mentioned ahove, the preferred securities and the subardinated medlum term
note tendered by the holders and finally accepted by the Parent Company were € 295 milbion and € 22
milhon, respectively

On 27 lune 2013, the Annual General Meeting approved the increase of the Farent Company's share capital
with the amount of € 62 milion, by payment :n rash of € 317 miilion in total and the 1s5ue of new common
shares, of a nomipal value of € 0.30 each, viy private placement to the hoiders of five series of preferred
securities (Lower Tier | — Series A, B, €, D and E) and onre seres of subordinated debt instruments (Lower
T-er lf}, with abolition of the ore-emptive nights in favour of existing common and oreferred shareholders.

Recapitalization of the Parent Company by HFSF

On 30 April 2013, the Extraordinary General Meeting of the Parent Company approved Its recapitalization
of € 5,839 million, . accordanca with the provisions of Law 3864/2010 and the Act of the Cabinet
38/9.11 2012. The share capital increase was covered entirely by the HFSF with the contribution of bonds,
ssued by the EFSF and owned by the HESF The share capital mcrease was completed in June, 2013,

Acquisition of New TT Hellenlc Postbank 5 A. and New Proton Bank S.A.

On 15 luly 2013, the Parent Company signed ¢ binding agreement with the Hellenic Financial Stabilty Fund
(HFSF) to acquire 100% of the shares and voting rights of the New TT helienic Postbank {(NHPB],

On 15 July 2013, the Parent Company also signed a binding agreement with HFSF to acquire 100% of the
shares and voting rights of the New Proton Bank S.A. {New Proton).

On 26 August 2013, the Extraoidinary General Meeting of the Parent {ompany approved the above two
transactions. On 30 August 2013, the transfer of NHPB's anc New Proton’s shares was completed and
therefore, they are the Parent Company's 100% subsidiaries. The legal merger of the Parent Company with
New Proton and NHPB was on 22 November and 27 December 2013, respectively
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19, Other significant and post balance sheet evenits (contired)

The acquisition of NHPB and New Proton significantly improves the asset quality, hiquidity and the capital
hase of Parent Company and strengthens its strategic position in the Greek banking sector, thus enhancing
its capacity to support Greek businesses and househofds In addition, the significant synergies creation
makes Parent Company's investment proposition more attractive

Parent Company’s Additienal Share Capital increase based on the decisions of the Extraordinary
Shareholder's General Meeting on 12 April 2014

On 12 April 2014, the Parent Company's Extraordinaty Shureholder’s Geperal Meeting approved the
increase of the share capital of the Bank up to € 2,864 million through payment in cash or/and contribution
In kind, the cancelfation of the preemption rights of the Bank’s ordinary shareholders, including HFSF, and
the anly prefetence shareholder, namely the Greek State, and the issuance of up to 9,546,666,667 new
ordinary registered shares, of a nomipal value of € 0,30 sach. The proceeds will be used to increase the Tier
I Capital according to 8.2.2014 resolution of the Bank of Greece,

O 29 Aprit 2014, the Parent Company announced the results of the Combmed Offering (the International
Offering together with the Public Offering} having placed 9,238,709,677 new ordwary shares with total
proceeds of EUR 2,864,000,000.10. in particular i} both the Pubirc Offering and the Internationai Offering
waere oversubscribed and b} the Board of Directors of the Bank set the offer price at € 0 310000300024895
per offered new ordinary registered share As a result, the share capitel of the Banik is being increased by €
2,771,612,903 10 and an aggregate of 3,238,709,677 new ordinary registered shares, each having, a nominal
value of € 0.30, are bewng issued {the *New Shares®) The totat sbove par value of € 92,387,097.00 shall be
credited to the Bank’s own funds account “difference from the issuance of shares above par”

The New Shares will be fisted on the main ratket of the Athens Exchange and their trading is expected to
commence on Friday, 9 May 2014

Detafls of significant post ba'ance sheet events sre also provided in the foflowing notes:

Note 14- Liabilities evidenced by paper at amartisec! cost
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