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STATEMENT BY THE MEMBERS OF THE BOARD OF DIRECTORSND THE PERSON
RESPONSIBLE FOR THE PREPARATION OF THE ANNUAL FINANAL REPORT

In accordance with Article 9 sections (3)(c) andl ¢¥ the Transparency Requirements (Traded
Securities in Regulated Markets) Law of 2007 (“Lawie, the members of the Board of Directors
and the Bank’s person responsible for the finarst@iements of Alpha Bank Cyprus Limited for
the year ended 31 December 2015, confirm thahedoést of our knowledge:
a) the annual financial statements which are presesriqzhges 23 - 133:
(i) were prepared in accordance with International iéied Reporting Standards as adopted
by the European Union and in accordance with tligions of Article 9 section (4) of
the Law, and

(i) give a true and fair view of the assets and liibdlj the financial position and the profit
or losses of Alpha Bank Cyprus Limited, and

b) the Directors’ report gives a fair review of thevedpments and the performance of the
business as well as the financial position of Al@enk Cyprus Limited together with a
description of the principal risks and uncertainti¢hich they face.

Members of the Board of Directors and person respaible of the Bank’s financial
statements

A. M. Michaelides — Chairman

Ch. C. Giampannas — Vice-Chairman

G. A. Georgiou — Managing Director

I. Rouvitha Panou — Board Member

Dr. A. K. Kritiotis — Board Member

C.N.Papadopoulos — Board member

N. Mavrogenis — Board Member

D. Karatsis — Head of Financial Control Division

Nicosia, 26 April 2016



@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

BOARD OF DIRETORS’ REPORT

The Board of Directors of Alpha Bank Cyprus Limit@e “Bank”) presents to the members its
annual report and the audited financial statemehtbe Bank for the year ended 31 December
2015.

PRINCIPAL ACTIVITIES

During 2015, the Bank continued to conduct full kiag operations by providing a wide range of
banking and financial services.

The Bank is a subsidiary of Alpha Bank S.A., whishregistered in Greece, and member of
Alpha Bank Group (the “Alpha Bank Group”)

REVIEW OF THE DEVELOPMENTS, POSITION AND PERFORMANC E OF
ACTIVITIES

Key financial figures From 1 January to

In€ m. Change 31.12.2015 31.12.2e1
Net interest income -7,1% 106,0 114,
Total income -10,2% 112,6 125,
Total expenses 1,6% 57,7 B6,
Profit from operations before provisions -20,0% B4, 686
Impairment losses and provisions to cover

credit risk -35,8% 99,6 155,
Loss after tax -46,2% -44.7 -83,
Loss per share -26,2 cent -52dn
In€m. 31.12.2015 31.12.2014
Net loans and advances to customers -23,1% 2.036.5 2.646,6

Due to customers -11,6% 1.851,8 2.095,5
Common Equity Tier I ratio (CET I) 240 basis points 17,5% 15,1%

Net Interest income amounted to Euro 106.0 million2015, presenting a decrease of 7.1%
compared to Euro 114.1 million in 2014. The decegaasattributed mainly to the transfer of loans
to a company of the Alpha Bank Group and the deere&loan interest rates.

Total income of the Bank amounted to Euro 112.6Gionilin 2015, presenting a decrease of
10.2%, compared to Euro 125.4 million in 2014. Teerease is attributed mainly to the decrease
of the loan portfolio and the decrease of loanr@gerates.

Total expenses of the Bank increased slightly ib520y 1.6%, from Euro 56.8 million in 2014 to
Euro 57.7 million in 2015. Total expenses were ioted by the absorption of the operations of
Emporiki Bank Cyprus Ltd. Cost to income ratio starat 51.2% compared to 45.3% in 2014,
mainly due to the decrease of income.

Impairment losses and provisions to cover credit decreased in 2015 by 35.8% to Euro 99.6
million compared to Euro 155.1 million in 2014 migiattributed to the deleveraging efforts of the
Bank.
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BOARD OF DIRECTORS’ REPORT (cont.)

REVIEW OF THE DEVELOPMENTS, POSITION AND PERFORMANC E OF
ACTIVITIES (cont.)

Accumulated impairments to cover credit risk inseghin 2015 to Euro 798.2 million and cover
28.2% of gross total loans compared to 23.0% in42Qtnpairments include the fair value
adjustment of Emporiki Bank Cyprus Ltd loan poiitipwhich was acquired at fair value.

Net loans and advances to customers on 31 Deced@i& amounted to Euro 2,036.5 million
compared to Euro 2,646.6 million on 31 December420ihe decrease was the result of the
deleveraging efforts of the Bank.

Non performing exposures, according to the Eurofgsarking Authority definition, stood at Euro
1,735.2 million representing 61% of gross loansan® over 90 days past due stood at Euro
1,444.3 million representing 51% of gross loanse Thverage ratio of non performing exposures,
according to the European Banking Authority deiomt increased in 2015 to 46.0% compared to
40.1% in 2014. The coverage ratio of loans overd@s past due, reached 55.3% in 2015
compared to 56.1% in 2014.

Deposits from customers amounted to Euro 1,851lBomion 31 December 2015, compared to
Euro 2,095.5 million on 31 December 2014 reporingecrease of 11.6%. The decrease was
mainly attributed to the withdrawal of depositsyen from the unstable economic environment in
Greece. Currently the Bank presents an increasastomer deposits, due to the improvement of
the economic environment. Loans to Deposits Ratio3@ December 2015 stood at 110.0%
compared to 126.3% on 31 December 2014.

FINANCIAL REULTS

The results of the Bank are presented in the ®&tie of Comprehensive Income on page 23 of
the financial statements.

The losses for the year attributable to the owrsem®unted to €44,729 thous. (2014: losses
€83,143 thous.)

DIVIDENDS

The Board of Directors does not recommend the paymgdividend for the year 2015 (2014:
€nil).

RISK MANAGEMENT

Risk is considered any financial or other factaattbreates a possibility of future decreases in
profitability.

Alpha Bank Group has implemented a comprehensamdwork for the prudent management of
risk based on the foremost supervisory practiced wahich, based on common European
legislations and prevailing system common bankindes, principles and standards, is
continuously evolving with the passage of time ides to be applied in a coherent and effective
way in the daily operations of the activities of tBank.

The main risks inherent due to the nature of dmers of the Bank are credit risk, liquidity risk,
market risk (mainly interest and exchange ratggrational risk and compliance risk.
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BOARD OF DIRECTORS’ REPORT (cont.)

RISK MANAGEMENT (cont.)

The ultimate goal of the Alpha Bank Group is to@mte internal corporate governance given the
evolving macroeconomic and financial environment.

The main objective of Alpha Bank Group during 20&&s to maintain the high standards of
internal corporate governance and compliance wik regulations and directives in order to
enhance confidence in its operational activitiea the provision of the appropriate financial
services.

Additionally, as of November 2014, Alpha Bank Grofglls within the scope of the Single
Supervisory Mechanism (SSM) — the new financial esvigory system which includes the
European Central Bank (ECB) and the Bank of Gre@ck being systemic banking institution, is
supervised directly by the European Central BarGRE

The Single Supervisory Mechanism operates in catiom with the European Banking Authority,
the European Parliament, the Eurogroup, the Euro@mmission and the European Systemic
Risk Board within the framework of their respecto@mpetencies.

Also, as of 1 January 2014 Directive 2013/36/EEhef European Parliament and Council, of 26
June 2013 and Regulation 575/2013 of the Europeatiament and Council of 26 June 2013
(«CRD IV») came into force, which gradually intraguthe new capital adequacy framework for
credit institutions, in accordance with Basel thrsdards.

In light of the new supervisory and regulatory feamork for risk management, the Alpha Bank
Group has strengthened its internal governancesaategy for the undertaking and management
of risk and adjusted its business model in orddulty comply with the more stringent regulatory
requirements and extensive guidelines which conttegmmonitoring of data on all types of risk,
the collection of such data and its integratiow ithte required submission of reports and accounts
to Management and the supervisory authorities.

The Alpha Bank Group’s new approach, constituteac$olid foundation for the continuous
redefinition of Risk Management strategy throughti@ determination of the extent to which the
Bank is willing to undertake risks (risk appetitép) the assessment of potential impacts of
activities in the development strategy by defining risk management limits, so that the relevant
decisions to combine the anticipated profitabilityh the potential losses and (c) the development
of appropriate monitoring procedures for the impatation of this strategy through a mechanism
which allocates the risk management responsilsllietween the Bank units.

A detailed description of risk management is presbin note 35 of the financial statements.
CAPITAL ADEQUACY

Capital adequacy — Ratios

On December 31, 2015 Common Equity Tier | (CEaka of the Bank was 17.5% ,Tier | ratio
was 20.5% and total Capital Adequacy ratio was%?3.4

The capital adequacy of the Bank on December 31526xceeds the minimum capital
requirements for Pillar | and Pillar 11, allowinha Bank to have a capital buffer. In early 2018, th
European Central Bank (ECB), notified the Bank tsffinal decision on the minimum capital
adequacy ratio required on an ongoing basis.
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BOARD OF DIRECTORS’ REPORT (cont.)

CAPITAL ADEQUACY (cont.)
Capital adequacy — Ratios (cont.)

The minimum Common Equity Tidrratio (transitional definition) according to tHaillar | capital
requirements, is set at 8% and the additional remqmént to cover Pillar Il for Common Equity
Tier | ratio (transitional definition) was set IBCB at 3.5% on December 31, 2013, while the
Tier | ratio (transitional definition) was set ab%

According to ECB's decision, Common Equity Tierdtio (transitional definition) may decrease
from provisions recognised after December 31, 2@p3to 8%. As a result, the capital

requirements resulting from Pillar Il are dynamiodasubject to change depending on the
performance of the Bank.

Capital adequacy — Alpha Bank A.E.
Comprehensive Assessment

During the third quarter of 2015, according to dgreement for Financial ASupport to be
provided by the European Stability Mechanism, thiphA Bank Group participated in the
Comprehensive Assessment (CA) of the four systéranks of Greece performed by the Single
Supervisory Mechanism. It covered the Assets QuBRlaview and the stress tests. The results of
the CA were published on 31 October 2015. The Gpepgented zero capital needs on the AQR
which amounted to provisions of Euro 1.7 billiorhelTcapital needs of that assessment under the
base scenario were Euro 262.6 million and underatherse scenario Euro 2.743 million. The
needs were limited to Euro 2.563 million, considgrbefore impairment results of quarter three.

This was achieved despite the repayment of pretershares amounting to € 940 mil. in 2014,
and the limits of 9.5% and 8% for the baseline ahkrse scenario respectively.

Successful Recapitalization

After the announcement of the stress tests redhiésBank successfully completed the capital
needs of € 2.563 billion via a Liability exercigedathe increase of share capital for cash by €1.552
billion. The share capital increase was completedugh a private placement to qualified and
other eligible investors.

SIGNIFICANT FACTS

In the first quarter of 2015 the Bank acquired Erifpd@ank Cyprus Ltd, which was operating in
Cyprus as a subsidiary of Alpha Bank A.E. For tbmpletion of the transaction, the Bank issued
common shares that were exchanged with the existiageholders of Emporiki Bank Cyprus Ltd.

During 2015, the Bank transferred loans with nailealue of Euro 949 million to a company of
Alpha Bank Group that resulted in the improvemdrthe capital adequacy ratios and the liquidity
position of the Bank.

The Bank participated in the project of SMEs legdivith the support of the European Investment
Bank, aiming to assist the growth of the Cyprusheoay.
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BOARD OF DIRECTORS’ REPORT (cont.)

SIGNIFICANT FACTS (cont.)

The Bank continued its efforts to contain non pening loans by offering restructuring solutions
under the provisions of the directives and regaieti of the Central Bank of Cyprus and also
contain operational expenses.

The Bank announced a Voluntary Retirement Schemeanineffort to decrease operational
expenses. The period for acceptance was betwe@R2@®6 and 24.3.2016. A number of 247
employees applied for the scheme. The total congtiemsfor the leaving employees amount to
Euro 31.3 million. The estimated annual saving eo&uro 12.7 million.

DEVELOPMENTS AND PROSPECTS

The improvement of the economy and the struct@farms that are implemented, on the basis of
the program agreed with Troika (European Commisdtomopean Central Bank and International
Monetary Fund), which was completed in March 204&xpected to limit the risks to which the
Bank is exposed. According to the projections efliiternational Monetary Fund that were issued
in April 2016, the Cyprus economy is estimatedrespnt positive growth of 1.6% for 2016. This
signals the end of the recession for the Cyprus@oy. Despite the positive projections, the
unemployment rate is not expected to improve sigamittly (15.3% for 2015 and 14.2% for 2016).

The internal factors that contributed to the recpwad both the economy and the banking sector
are the continuing credit rating upgrades of Cygiywsndependent rating agencies, the positive
assessment of the adjustment program of the RepobCyprus by Troika and the abolition of all
capital controls. The stabilization of customer @®{s in 2015 is supported by the increased
confidence on the Cyprus economy.

The successful issue by the Republic of Cypruspnil 2015 of Euro 1 billion seven-year bond
loan at 3.875% followed by a second issue of Euroillion ten-year bond loan at 4.25% in
October 2015 proves the restoration of confidemc€yprus. As a result of the above issues,
Cyprus Republic maintains a liquidity surplus ofr&d billion to meet its short term financial
needs.

The external factors which are expected to sugpergrowth of Cyprus economy are, the increase
of GDP in the European Union and the Eurozone,ldleinternational oil prices and the low
inflation in the EU that will lead to higher realcdomes and strengthen external demand. Tourism
is expected to further support the recovery ofdbenomy, given the political problems that other
competitive countries in the region are facing.

The restoration of confidence in the Cyprus econtmmyoreign investors is demonstrated by the
recent investments in both the banking and ret¢ailcss.

Further supportive actions for the banking secterthe passing of laws that make the divestiture
procedures simpler and faster. Also, the redudmodomestic lending interest rates is likely to
support the growth of the economy.

The main risks and challenges of the Bank are ticertain and unstable economic environment in
Cyprus and Greece, and the high rate of non-penmgioans of the banking sector in Cyprus.
The non performing loans and the high level of gtevsector debt remain an unstable factor in the
smooth growth of the economy.

10
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BOARD OF DIRECTORS’ REPORT (cont.)

DEVELOPMENTS AND PROSPECTS (cont.)

The support of the Greek economy by the Europeabily Mechanism has led to a gradual
easing of pressures and has stabilized the depbaie of the Bank. In order to strengthen its
capacity to cope with the present circumstancesBtdnk has proceeded to restructuring actions of
its loan portfolio, as well to actions with thedat to expand its deposit base.

Additionally, the Bank monitors the maturity of assand liabilities and is in constant cooperation
with the supervisory authorities so as to take rieeessary preventive measures for managing
liquidity risk under current conditions.

The Bank will continue to follow a conservative mgss plan with priority to the following
actions:

strengthen capital adequacy

effective liquidity management,

loan portfolio clean up,

effective management of non performing loans, whidhbe a decisive factor to generate
satisfactory profitability,

e maintain and attract new deposits

e introduce actions with the aim to decrease operatiexpenses and increase productivity,

e continue the improvement in the service providedustomers

SHARE CAPITAL

As part of the acquisition of Emporiki Bank Cyprutsl, on 30 March 2015 Alpha Bank Cyprus
Ltd increased its share capital by issuing 14,989 drdinary shares of nominal value €0.85 in
favour of the persons who, on the March 2015, were the registered shareholderEmporiki
Bank Cyprus Ltd, at the price of €2.66. The differe between the nominal value and the issue
price was credited to the account "Share PreminnEquity.

BRANCHES

The Bank is currently comprised of a modern netwofk24 branches (2014:25) and other
specialized units which are effectively supportgddd Ms, internet banking and mobile banking.

The number of branches has decreased by 1 (oneydbe year as part of the strategy to contain
operating expenses and increase productivity.

BOARD OF DIRECTORS

The members of the Board of Directors at the datkis report are presented below:

A. M. Michaelides, Chairman (as of 29.3.2016)
Ch. C. Giampanas, Vice-Chairman

G. A. Georgiou, Managing Director

Dr. A. K. Kritiotis

C.N.Papadopoulos

N. Mavrogenis

I. Rouvitha Panou (as of 28 January 2015)

11
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BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT - 2015
Introduction

Alpha Bank Cyprus Limited is a subsidiary of AlpBank S.A., which is listed on the Athens
Stock Exchange. The stake of Alpha Bank S.A. inmhAlBank Cyprus Ltd is as below:

Direct stake 98,73%
Indirect stake through other companies of the Group 1,27%
Total 100,00%

The corporate governance framework ensures th&dhk is operating correctly and efficiently.
For the implementation of the Corporate Governdfreenework, the Bank follows the provisions
of a relative Directive issued by Central Bank gp€lis. The operations of the Bank, as a member
of Alpha Bank Group, are also closely supervisethieyparent company.

Ethics

The Bank applies the best business practices iadtivities, management, code of conduct for
Management and Employees between each other aadd®wlientele, the shareholders and other
relevant stakeholders.

Commitments

The Bank undertakes the following commitments wéthard to its business activities:

e Towards its clientele the Bank undertakes to provide them with fulbgty in services and a
continued improvement in the quality of receptimfigrmation and provided services.

e Towards its shareholders the Bank commits to increase goodwill and to szeureasonable
return for its investments.

e Towards its personne] the Bank undertakes to secure fair reward, exgelworking
conditions and the potential to progress based amitnand equal treatment without
discrimination.

e Towards society as a wholeghe Bank undertakes to actively contribute towamgress and
to improve the basic elements of its cohesion wabiety, such as culture, education, health
and the environment.

Principles
Every activity of the Bank, whose ultimate purp@s¢he development and good standing of the

Group, is governed by principles imposed by Lathics, such as:

integrity and honesty,

objectivity and independence,

confidentiality and discretion,

conscious, disciplined and reasonable risk taking,
complete, accurate and truthful information,
corporate social responsibility .

12
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BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT - 2015

Ethics (cont.)

Obligations
The above obligations and principles give rise tothier obligations for management and

employees which are recorded in the staff manuiagciives issued by General Management and
in Circulars.

The staff manual contains the provisions which cdke general duties of employees, the required
confidentiality, the expected behavior outside #Bank, the prohibition of discussion and
publication of topics of political nature, the ciea of debt, the prohibition of gambling,
unauthorized duties, the prohibition of acceptiftsgvhilst providing a service as a director or
employee of the bank and the avoidance of conftitiaterest whilst performing transactions.

Circulars are used to regulate matters which iredlve adoption of regulatory and legislative
framework such as the enforcement of relevant letii; regarding health and safety in the work
environment of the Bank and the prohibition of singkin all areas of the Bank without

exception.

Finally, the Bank enforces the Code of Banking Qanicbf the Cyprus Banking Association, of
which is a member.

Board of Directors

The principal obligation and duty of the Board afdators is to continuously promote the long-
term economic value of the Bank and to defend thek® best interests whilst taking into
consideration the interests of other stakeholdktiseoBank.

During 2015 and 2016, the Bank has undertakeniessafr actions to be aligned with the Directive
on Governance and Management Arrangements in Cieslitutions of the Central Bank of
Cyprus, including the following:

o review of the Rules and regulation of Board of Dioes and its committees ,
e review of the Bank's Memorandum and Articles of égation,
e continue and finalise the composition of the Baamnd its committees.

The main duties of the Board of Directors accordmthe revised Directive are:

setting and overseeing strategy,

setting and overseeing the bank’s structure,

setting and overseeing the allocation of respolits#isi and authority,
setting and overseeing selection and successikayaunctions,
overseeing senior management,

setting and overseeing code of business conducalanichrocedures,
approving and reviewing the supervision of interoantrol systems, risk management,
regulatory compliance and information security,

setting and overseeing remuneration policy andtioes;

approval of procurement procedures and outsourcing,

ensuring reliable and transparent financial repgrti

ensuring effective and transparent communication,

ongoing monitoring and evaluation of the governdnamework.

13
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BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT — 2015(cont.)

Board of Directors (cont.)

The Board of Directors convened on a regular basgrder to fulfill its duties. Within 2015, 11
board meetings took place.

The following provisions apply regarding the sturetof the Board :

The Board consists of not less than 7 members anchore than 13

The Board is comprised by the Chairman, the Vicai@man and the members, who are
distinguished between executive and non executive.

At least 50% of the members are independent. Theerecutive independent members
of the Board of Directors need to fulfill indepemdte criteria which are set by the
provisions of 2014 Central Bank of Cyprus Direetin relation to the fithess and probity
of the members of the Board.

The executive members must be at least two (2)nabdnore than twenty five percent
(25%), one of which must be the Managing Director

The Board is sufficiently diverse as regards agedgr and educational and professional
background to reflect an adequately broad rangexpériences and facilitate a variety of
independent opinions and critical challenge;

The Board possesses adequate collective knowlattdls, and experience to be able to
understand the institution’s activities, includithg main risks

For the appointment of new Board members, the appiad Central Bank of Cyprus and
the European Central Bank is obtained.

At 31 December 2015, the Board of Directors coedisif the following:

Name Category Profession
Chairman Spyros N.Filaretos Non Executive Banking
Vice- Christos C. Giampanas Non Executive Business Consultant
Chairman
Members George A. Georgiou Managing Directar Bagkin
NikolasA. Mavrogenis Executive — General Banking
Director Operations
Andreas K. Kritiotis Independent Non- CEO of an Insurance
Executive Company
Andreas M. Senior Independent Accountant/Business
Michaelides Non-Executive Consultant
C.N.Papadopoulos Independent Non Accountant/Business
Executive Consultant
Irene Rouvitha Panou Independent Nont Economist/Business
Executive Consultant

14
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BOARD OF DIRECTORS’ REPORT (cont.)
CORPORATE GOVERNANCE REPORT - 2015(cont.)
Board of Directors (cont.)

Mr Spyros N. Flilaretos, is an executive officer tok parent company Alpha Bank A.E. Mr
Christos C. Giampanas was an executive officerthefgarent company Alpha Bank A.E until
January 2015.

In order to gradually comply with the new Govermnaaective, regarding the composition of the
Board of the Bank:

e The Board appointed on 28.1.2015 Mrs Irene RouvRa@mou as a new independent
member and accepted the resignation of Mr Lazaapsgaryphallou who served as non-
executive non-independent member.

e The Board appointed on 23.10.2015 Mr ConstantiragsmBopoulos as a new independent
member and accepted the resignation of Mr loanni;adtiriotis who served as non-
executive non-independent member.

Upon receipt of the approval of the European Cémemk, the Board appointed on 29.3.2016
Mr. Andreas M. Michaelides as Chairman of the Boand also accepted the resignation of Mr.
Spyros N. Filaretos from his position as Chairmad amember the Board of Directors. Mr.

Andreas Kiritiotis was appointed senior independditector. These actions complete the
implementation of the restructuring plan of the Bband achieved the objectives regarding its
composition. Therefore, the majority of members #rel chairman are now independent. At the
date of this report, the Board of Directors cossgdtthe following:

Name Category Profession
Chairman| Andreas M. Michaelides Independent NorAccountant/Business
Executive Consultant

Vice- Christos C. Giampanas Non Executive | Business Consultant
Chairman
Members | George A. Georgiou Managing Director  Banking
Nikolas A. Mavrogenis Executive — Seniorn Banking
Manager Operations

Andreas K. Kritiotis Senior Independent CEO of an Insurance
Non-Executive Company

C.N.Papadopoulos Independent  Nomccountant/Business
Executive Consultant

Irene Rouvitha Panou Independent Nont Economist/ Business
Executive Consultant

Remuneration of Board Members

The remuneration and benefits of Executive and Bxecutive Members are shown in note 40 of
the financial statements.
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@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT — 2015(cont.)
Board Committees

The Audit Committee, Risk Committee and the Nonioret Committee were active throughout
the course of 2015. The responsibilities of the Resnation Committee have been delegated to
the Remuneration Committee of the parent compaph#&Bank S. A., as approved by the Central
Bank of Cyprus.

In order to comply with the regulatory frameworketBoard of Directors effected the following
changes:

o the members of the committees are composed withbmenthat do not perform any
executive function

more than fifty percent (50%), of the committee rbens must be independent members
a member of the Board must not be member of mane tilvo (2) committees

the chairman of the Audit committee must be indeleeh member

the chairman of the Board must not be member oAtigit committee

Audit Committee
The main responsibilities of the Audit Committee:ar

¢ The monitoring and assessment of the adequacy Hiectigeness of internal control
systems, within the Framework of Internal contradl &egulatory Compliance

e advising the Board regarding the adequacy and teféeess of the framework for
business conduct

o the monitoring of the financial reporting processl dhe integrity of the bank’s financial
statements and any formal announcements relatitigetbank’s financial performance

o Evaluation of the findings and recommendations rdéral and external audits and
monitoring of the implementation of the necessanyective measures.

The Committee convenes at least seven times par geanore frequently if required by
circumstances. During 2015 the Committee convergit #émes.

The Audit Committee confirms that it has complieihvithe independence procedures of internal
audit. This conclusion is based on:

¢ The organizational structure of the Bank and teetings held with the Internal Auditor

e The assessment of the effectiveness of Internaitéusd
e The assessment of other audits.
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@ ALPHA BANK ANNUAL FINANCIAL REPORT

BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT — 2015(cont.)

Board Committeegcont.)

Audit Committegcont.)

During 2015, the composition of the Audit Committeas as follows:

From 1.1.2015 to 24.2.2015
¢ Andreas Michaelides, Chairman
e Christos C. Giampanas
e Andreas Kritiotis

From 25.2.2015 to 22.10.2015
e Andreas Kiritiotis, Chairman
e |oannis Monastiriotis
e Irene Rouvitha Panou

As of 25 October 2015
e Andreas Kiritiotis, Chairman
e Irene Rouvitha Panou
¢ Constantinos Papadopoulos

Risk Committee

The main responsibilities of the Risk Managemenm@uiitee, as approved by the Board of

Directors, are:

¢ The configuration and monitoring of risk takingadtrgies of all kinds, within the broader

framework of strategy and policies of the Bank

o Development and monitoring of the adequacy and:g¥eness of the framework and the

functioning of the Risk Management and InformatRecurity.

¢ The evaluation on an annual basis of, the adeqaadyeffectiveness of risk management
policies and acceptable limits, the adequacy ofiprans and in general the capital

adequacy in relation to the amount and type ofeigbosure.

The Committee convenes at least seven times a ywamore frequently if required by

circumstances. During 2015 the Committee conveirgs times.
During 2015, the composition of the Risk Commitieses as follows:

From 1.1.2015 to 24.2.2015
e |oannis Monastiriotis, Chairman
e George Georgiou
e Andreas Kiritiotis
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@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015
BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT - 2015(cont.)
Board Committeegcont.)
Risk Committee(cont.)

As of 25.2.2015
e Andreas M. Michaelides, Chairman
e Christos C. Giampanas
e Irene Rouvitha Panou

Nomination/ Internal Governance Committegont.)

The main responsibilities of the Nominations/ InerGovernance Committee as approved by the

Board are:

e assessing periodically, and at least annually thractsire, size, composition and
performance of the Board as a whole and also ertbatethere is a proper balance of

diversity, skills and experience in case of susioes

e assessing periodically, and at least annually, kin@wledge, skills and experience of

individual members ,

¢ review the policy applied by the Board for the s, development and appointment of

senior management and the recruitment, job rotatia promotion of staff,

e review, in cooperation with the audit and risk coitt@es, their composition, powers and

independence of the control departments,

o define the representation of gender in the Boah. farget set is to a have a minimum of
one presentation from each gender in a Board veitlers members. The target has been

fulfilled.

The Committee convenes at least once a year or fremyeently depending on the circumstances.

During 2015 the committee met six times.

During 2015, the composition of the Nominationstetnal Governance Committee was as

follows:

From 1.1.2015 to 24.2.2015
e Christos C. Giampanas, Chairman
o George Georgiou
e Andreas M. Michaelides
[ ]
As of 25.2.2015
e Christos C. Giampanas, Chairman
e Andreas Kritiotis
e Andreas M. Michaelides
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@ ALPHA BANK ANNUAL FINANCIAL REPORT

BOARD OF DIRECTORS’ REPORT (cont.)

CORPORATE GOVERNANCE REPORT - 2015(cont.)
Board Committeegcont.)

Summary table of the meetings of the Board and ©emmittees during 2015.

NAME BOARD OF RISK AUDIT NOMINATION/
DIRECTORS COMMITTEE | COMMITTEE | INTERNAL

GOVERNANCE
COMMITTEE

Spyros N.Filaretos 9/11

Christos C. Giampanas 9/11 6/8 1/1 6/6

George A. Georgiou 11/11 1/1 2/2

Nikolas A. Mavrogenis 11/11

Andreas K. Kritiotis 11/11 1/1 8/8 4/4

I. S. Monastiriotis * 8/8 1/1 717

Andreas M. Michaelides 10/11 8/8 0/1 5/6

Constantinos N. Papadopoulos ** 2/3 0/1

Irene Rouvitha Panou 11/11 8/8 717

Total 11 9 8 6

* Resigned on 23.10.2015.
** Appointed on 23.10.2015.

SHAREHOLDERS HOLDING MORE THAN 5% OF THE SHARE CAPI TAL

As at 31 December 2015 and 26 April 2015, the paacee of shareholders with direct or indirect
stake of more than 5% of the issued share cagitakdBank were as follows:

31 December 2015 26 April 2016
% %
Alpha Bank S. A. 100 100

BOARD OF DIRECTORS’ INTERESTS IN THE BANK'S SHARE C APITAL

The direct or indirect shareholding in the Bankdhdby members of the Board of Directors is
described in note 39 of the financial statements.

RELATED PARTY TRANSACTIONS

Transactions with related parties are describewbia 40 of the financial statements.
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@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

DIRECTORS' REPORTcont.)

EVENTS AFTER THE BALANCE SHEET DATE

Events after the reporting period are describatbie 43 of the financial statements.
INDEPENDENT AUDITORS

The independent auditors of the Bank, KPMG Limitbdye expressed their willingness to
continue in office. A resolution giving authorito the Board of Directors to set their

remuneration will be submitted at the Annual Gehleeting.

By order of the Board of Directors,

Maria Malahtou Pampalli
Secretary

Nicosia, 26 April 2016
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@ ALPHA BANK ANNUAL FINANCIAL REPORT

INDEPENDENT AUDITORS’ REPORT

TO THE MEMBERS OF

ALPHA BANK CYPRUS LIMITED

We have audited the accompanying financial statésneh Alpha Bank Cyprus Limited (the
“Bank”) on pages 23 to 133, which comprise B&ance Sheet as at 31 December 2015, the
statements of comprehensive income, changes iryegid cash flows for the year then ended,
and a summary of significant accounting policied atner explanatory notes.

Board of Directors’ Responsibility for the FinantBtatements

The Board of Directors is responsible for the prapan of financial statements that give a true
and fair view in accordance with International Ficial Reporting Standards as adopted by the
European Union and the requirements of the Cyprosganies Law, Cap. 113 and for such
internal controls that the Board of Directors deara necessary to enable the preparations of
financial statements free from material misstateimehether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hi#sancial statements based on our audit. We
conducted our audit in accordance with Internatidtandards on Auditing. Those Standards
require that we comply with ethical requirementsl glan and perform the audit to obtain
reasonable assurance whether the financial statermenfree from material misstatement.

An audit involves performing procedures to obtaumdifi evidence about the amounts and
disclosures in the financial statements. The proeedselected depend on the auditor's judgment,
including the assessment of the risks of materiaktatement of the financial statements, whether
due to fraud or error. In making those risk assess¢s) the auditor considers the internal controls
relevant to the entity's preparation and fair pnéstéon of the financial statements, in order to
design audit procedures that are appropriate incttimstances, but not for the purpose of
expressing an opinion on the effectiveness of tiyés internal controls. An audit also includes
evaluating the appropriateness of accounting pdicised and the reasonableness of accounting
estimates made by the Board of Directors, as wekwaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtaiseslifficient and appropriate to provide a
basis for our audit opinion.
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@ ALPHA BANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015
Opinion

In our opinion, the financial statements give atamd fair view of the financial position of Alpha
Bank Cyprus Limited as at 31 December 2015, aritsdinancial performance and its cash flows
for the year then ended in accordance with Intenat Financial Reporting Standards as adopted
by the EU and the requirements of the Cyprus Coimgdraw, Cap. 113.

Emphasis of Matter

We draw attention to note 1.29.1 of the financiatements which refers to existing uncertainties
arising from economic and political circumstancesaell as the recent developments in Cyprus
and Greece, which could adversely impact the ojpeist profitability and liquidity of the Bank
which cannot be currently, reliably assessed. @urion is not qualified in respect of this matter.

Report on Other Legal Requirements

Pursuant to the requirements of the Auditors aatiuBiry Audit of Annual and Accounts of 2009
and 2013 Act, we report the following:

¢ We have obtained all the information and explametiove considered necessary for the
purposes of our audit.

e In our opinion, proper books of account have beept by the Bank, so far as appears
from our examination of these books.

e The Bank’s financial statements are in agreemettt thie books of account.

e In our opinion and to the best of the informatiomitable to us and according to the
explanations given to us, the financial stateme@nie the information required by the
Cyprus Companies Law, Cap. 113, in the mannercained.

¢ In our opinion, the information provided in the Bd@f Directors’ report on pages 6 to 20
is consistent with the financial statements.

Other matters

This report, including the opinion, has been pregdor and only for the Bank's members as a body in
accordance with Section 34 of the Auditors andustay Audits of Annual and Accounts Laws of
2009 as this may be amended from time to time,fando other purpose. We do not, in giving this
opinion, accept or assume responsibility for anlyeotpurpose or to any other person to whose
knowledge this report may come to.

Christos V. Vasiliou, FCA
Certified Public Accountant and Registered Auditor
for and on behalf of

KPMG Limited

Certified Public Accountants and Registered Auditor
Esperidon 14,

1087 Nicosia, Cyprus

Nicosia, 26 April 2016

22



@ ALPHA BANK ANNUAL FINANCIAL REPORT

Statement of Comprehensive Income

Note. 31.12.2015 31.12.2014*
€000 €000
Interest and similar income 2 147.492 171.111
Interest expense and similar charges 2 (41.466) (57.017)
Net interest income 2 106.026 114.094
Fees and commission income 9.644 10.542
Commission expense (1.143) (1.137)
Net fee and commission income 3 8.501 9.405
Dividend income 4 392 172
Gains less losses on financial transactions 5 (2.578) 1.690
Other income 6 221 -
(1.965) 1.862
Total income 112.562 125.361
Staff costs 7 (38.122) (35.472)
General administrative expenses and other
expenses 8 (17.363) (19.265)
Depreciation and amortization 19 &20 (2.174) (2.081)
Total expenses (57.659) (56.818)
Impairment losses and provisions to cover cre
risk 9 (99.601) (155.120)
Loss before income tax (44.698) (86.577)
Income tax 11 (31) 3.434
Loss after income tax (44.729) (83.143)
Other comprehensive income recognised
directly to equity:
Amounts that may be reclassified in the
statement of comprehensive income
Net change in available for sale securities rese 30 455 (360)
Total amounts that may be reclassified in the
Income Statement after income tax 455 (360)
Total comprehensive expense for the period
attributable to the owners of the Bank (44.274) (83.503)
Earnings/(Losses) per share :
Basic and diluted (€ cents) 12 (26,18) (52,13)

From 1 January to

*The figures of the Statement of Comprehensive imedor the comparative period have been restatedalthe presentation of
“Special tax levy on bank deposits” in “Generafrénistrative expenses and other expenses” instedthcome tax” (Note 8 and 11)

The notes on pages 27 to 133 form an integralgdahte financial statements.
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@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

Balance Sheet

31.12.2015 31.12.2014

Note €000 €000
ASSETS
Cash and cash balances with central banks 13 349.757 74.865
Due from banks 14 58.81¢ 220.436
Investment securities available for sale 15 98.55¢ 341.575
Derivative financial assets 16 2.88t 1.279
Loans and advances to customers 17 2.036.54° 2.646.640
Investment property 18 2.025 2.023
Property, plant and equipment 19 24.323 24.278
Intangible assets 20 641 876
Deferred tax assets 21 12.061 12.092
Other assets 22 3.213 3.707
Total assets 2.588.822 _3.327.771
LIABILITIES
Due to banks 23 160.731 654.000
Derivative financial liabilities 16 379 8.865
Due to customers 24 1.851.78t¢ 2.095.462
Subordinated bonds 25 116.334 100.256
Other liabilities 26 18.293 24.243
Total liabilities 2.147.525 2.882.826
EQUITY
Share capital 27 148.303 135.575
Convertible capital securities 28 64.000 64.000
Share premium 29 90.467 63.335
Reserves 30 616 161
Retained earnings 31 137.91 181.874
Total equity 441.29 444.945
Total liabilities and equity 2.588.82. 3.327.771
Off balance sheet items 32 192.56! 213.573

The financial statements were approved and autebfiar issue by the Board of Directors on 26
April 2016.

A.M.Michaelides
Chairman Managing Director

G. A. Georgiou D. Karatsis
Head of Financial
Control Division

The notes on pages 27 to 133 form an integralgfdite financial statements.
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@ ALPHABANK ANNUAL FINANCIAL REPORT

Statement of Changes in Equity

Convertible
Share capital Share premium Reserves Retained earnings capital securities Total equity
(note 27) (note 29) (note 30) (note 31) (note 28)

€000 €000 €000 €000 €000 €000
Balance 1.1.2015 135.575 63.335 161 181.874 64.000 444.945
Changes for the period 1.1 — 31.12.2015
Profit for the year, after income tax - - - (44.729) - (44.729)
Other comprehensive income recognized directlygimtg - - 455 - - 455
Total comprehensive income for the period, after inome
tax - - 455 (44.729) - (44.274)
Transaction with the owners of the Bank
Negative goodwill from the acquisition of Emporiki
Bank Cyprus Ltd (note 41) - - - 766 - 766
Share capital increase 12.728 27.132 - - - 39.860
31 December 2015 148.303 90.467 __616 137911 64.000 441.297
Balance 1.1.2014 135.575 63.335 521 265.017 64.000 528.448
Changes for the period 1.1 — 31.12.2014
Profit for the year, after income tax - - - (83.143) (83.143)
Other comprehensive income recognized directlyginty - - (360) - - (360)
Total comprehensive income for the period, after inome
tax - - (360) (83.143) - (83.503)
31 December 2014 135.575 63.335 161 181.874 64.000 444.945

The share premium is not available for distributigna dividend.

The notes on pages 27 to 133 form an integralgddrte financial statements.



@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

Statement of Cash Flows

Cash flow from operating activities

Profit/(Loss) before income tax

Adjustment for gain/(losses) before income tax:
Depreciation / impairment of fixed assets
Amortization of intangible assets

Write off of property, plant and equipment
(Gains)/losses from investing activities
(Gains)/losses from disposal of plant and equipment
Dividends received

Interest payable of subordinated loan

Reversal of Provisions for litigation or arbitratidisputes
Impairment losses and provisions to cover creslk ri

Net (increase) / decrease in assets:
Loans and advances to customers
Derivative financial assets

Other assets

Net increase / (decrease) in liabilities:
Due to banks
Derivative financial liabilities

Due to customers

Other liabilities

Net cash flows from continuing operations before tees
Tax paid

Net cash flows from continuing operations

Net cash flows from investing activities:
Investment securities available for sale

Disposal of investment securities available for sale
Acquisition of Emporiki Bank

Acquisition of property, plant and equipment
Disposal of property, plant and equipment
Acquisition of intangible assets

Dividends received

Net cash flows from investing activities

Net cash flows from financing activities:

Repayments on debt securities

Net cash flows from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the are
Cash and cash equivalents at the end of the year

Note

19
20
19
30

i

25
26

15
15
41
19

20

25

33
33

From 1 January to

31.12.2015  31.12.2014*
€000 €000

(44.698 (86.577)
1.625 1.518
549 563

- 49

(21) (37)

(20) 28
(392) (172)
5.02C 3.080
(30) (188)
101.087 156.901
63.12C 75.165
873.43¢ 663.521
(1.494) 1.190
556 2.105
(788.556 (471.449)
(12.628 (6.805)
(360.740 63.522
(6.731 (625)
(233.040 326.624
(233.040 326.624
(339.567 (765.252)
583.06( 440.454

35.82¢ -
(1.312) (1.133)
20 58

(285) (430)
39: 172
278.13: (326.131)
(4.878 (3.098)
(4.878 (3.098)
40.21¢ (2.605)
255.21¢ 257.823
295.43; 255.218

*The figures of the Cash Flow statement for the parative period have been restated due to thergegim of “Special tax levy on

bank deposits” in “General administrative expera®s other expenses” instead of “Income tax”

The notes on pages 27 to 133 form an integralgfdite financial statements.
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GENERAL INFORMATION
Incorporation and principal activity

Alpha Bank Cyprus Limited (the “Bank”) was regigtdrin Cyprus in 1960 as a limited liability
company in accordance with the requirements ofGiiprus Companies Law, Cap.113. On 13
September 2000, the Bank converted its status Raldic Liability Company according to the
Companies Law, Cap. 1130n 21 January 2003, the Bank was converted fromiptdla private
company according to the Companies Law, Cap. 113.

On 27 December 2006, the Bank was renamed frorhaABank Limited to Alpha Bank Cyprus
Limited in accordance with the requirements of @ywrus Company Law, Cap. 113. The trade
name continues to be “Alpha Bank”.

The Bank considers Alpha Bank S.A. as its parehichvis registered in Greece and member of
Alpha Bank Group (the “Alpha Bank Group”)

The principal activity of the Bank is to provid&ll banking services through a wide range of
banking and financial services.

ACCOUNTING POLICIES APPLIED

1.1 Basis of presentation

(a) Statement of compliance

These financial statements have been prepared d¢ordemce with International Financial
Reporting Standards (IFRS), as adopted by the EaropJnion, in accordance with Regulation
1606/2002 of the European Parliament and the Cbohttie European Union on 19 July 2002.

Furthermore, the financial statements have beegpaped in accordance with the requirements of
the Companies Law 113 of Cyprus and the Securdres Cyprus Stock Exchange Law and the
Transparency Requirements (Securities Admittedaiinig on a Regulated Market) Law.

(b) Basis of measurement

The financial statements relate to the fiscal yiedr- 31.12.2015 and they have been prepared on
the historical cost basis with the exception dfe following assets and liabilities which were
valued at fair value:

- Derivative financial instruments

- Investments available for sale

(¢) Functional and presentation currency

The financial statements are presented in Eurcded to the nearest thousand, unless otherwise
indicated.
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. ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

ACCOUNTING POLICIES APPLIED (cont.)

1.1 Basis of presentation (cont.)

(d) Adoption of new and revised International Finartial Reporting Standards (IFRSs) and
Interpretations

The accounting policies for the preparation of flmancial statements have been consistently
applied by the Bank to the years 2014 and 201%r afiking into account the following
amendments to standards which were issued by tieenational Accounting Standards Board
(IASB), adopted by the European Union and applied.4.2015:

* Amendment to International Accounting Standard 19“Employee Benefits”: Defined benefit
Plans: Employee ContributioffRegulation 2015/29/17.12.2014)

On 21.11.2013 the International Accounting Stansl&dard amended the requirements of IAS 19
for the accounting of employee contributions that lenked to service but are independent of the
number of years of service. Examples of contrimgithat are independent of the number of years
of service include those that are a fixed percentafythe employee’s salary, a fixed amount
throughout the service period or dependent on thel@/ee’s age. In accordance with this
amendment, the entity is permitted to recognisé sentributions either as a reduction of service
cost in the period in which the related serviceeisdered (as if a short term employee benefit is
recognised) or to continue to attribute them toquisr of service.

The adoption of the above amendment had no impatitefinancial statements of the Bank.

* Improvements to International Accounting Standards:
- cycle 2010-2012ZRegulation 2015/28/17.12.2014)
- cycle 2011-2018Regulation 1361/18.12.2014)

As part of the annual improvements project, therhmtional Accounting Standards Board issued,
on 12.12.2013, non- urgent but necessary amendrtendsious standards.

The adoption of the above amendments had no ingpeitte financial statements of the Bank.

Except for the standards mentioned above, the EaropUnion has adopted the following
amendments to standards which are effective fouarnmeriods beginning after 1.1.2015 and have
not been early adopted by the Bank.
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ACCOUNTING POLICIES APPLIED (cont.)

1.1 Basis of presentation (cont.)

* Amendment to International Financial Reporting Stardard 11 “Joint Arrangements”
Accounting for acquisition of interests in jointeyations (Regulation 2015/2173/24.11.2015)

Effective for annual periods beginning on or aftelr.2016

On 6.5.2014 the International Accounting Stand&dard issued an amendment to IFRS 11 with
which it is clarified that when an entity acquigesinterest in a joint operation in which the aityiv

of the joint operation constitutes a business (@fndd in IFRS 3), it shall apply all of the
principles on business combinations accounting=RS 3, and other IFRSs, that do not conflict
with the guidance in IFRS 11. In addition, it skdificlose the information required by IFRS 3 and
other related standards. This applies both whenidrg the initial interest in the joint operation
that constitutes a business and when acquiringldi@nal interest.

The Bank is examining the impact from the adoptiérthe above amendment on its financial
statements.

e Amendment to International Accounting Standard 1“Presentation of Financial Statements”:
Disclosure Initiative (Regulation 2015/2406/18.12.3)

Effective for annual periods beginning on or aftelr.2016

On 18.12.2014 the International Accounting Stansl@dard issued an amendment to IAS 1 in the
context of the project it has undertaken to anatiieepossibilities for improving the disclosures in
IFRS financial reporting. The main amendments anarsarized below:

* the restriction to disclose only a summary ohgigant accounting policies is removed;

e it is clarified that even when other standardgjume specific disclosures as minimum
requirements, an entity may not provide them i tisi considered immaterial. In addition, in
case the disclosures required by the IFRS are fioguit to enable users to understand the
impact of particular transactions, the entity shatinsider whether to provide additional
disclosures;

« it is clarified that the line items that IFRS ué® to be presented in the balance sheet and the
statements of profit or loss and other comprehenisisome are not restrictive and that the entity
may present additional line items, headings antbsalls;

« it is clarified that in the Statement of Compnesige Income the share of other comprehensive
income of associates and joint ventures accoutedsing the equity method shall be separated
into:

- amounts that will not be reclassified subseqyentlprofit or loss and
- amounts that will be reclassified subsequentlyrtidit or loss;

* it is clarified that the standard does not spettie presentation order of the notes and that each
entity shall determine a systematic manner of mtasen taking into account the
understandability and comparability of its finahatatements.

The Bank is examining the impact from the adopidrthe above amendment on its financial
statements.
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ACCOUNTING POLICIES APPLIED (cont.)

1.1 Basis of presentation (cont.)

* Amendment to International Accounting Standard 16“Property, Plant and Equipment” ata
International Accounting Standard 38 “Intangible Assets”:. Clarification of Acceptable
Methods of Depreciation and Amortization (Regulat&®915/2231/2.12.2015)

Effective for annual periods beginning on or aftelr.2016

On 12.5.2014 the International Accounting Stand&dard issued an amendment to IAS 16 and
IAS 38 with which it expressly prohibits the userelenue as a basis for the depreciation and
amortization method of property, plant and equipimand intangible assets respectively. An

exception is provided only for intangible assetd anly when the following conditions are met:

» when the intangible asset is expressed as a meeaktevenue, ie when the right over the use of
the intangible asset is expressed as a functiosaveinue to be generated in such a way that the
generation of a specific amount of revenue detegmihe end of the right of use, or

» when it can be demonstrated that the revenudrendonsumption of the economic benefits are
highly correlated.

The Bank is examining the impact from the adoptiérthe above amendment on its financial
statements.

* Amendment to International Accounting Standard 16“Property, Plant and Equipment” and
to International Accounting Standard 41 “Agriculture”. Bearer Plants (Regulation
2015/2113/23.11.2015)

Effective for annual periods beginning on or aftelr.2016

On 30.6.2014 the International Accounting Stand&dard issued an amendment to IAS 16 and
IAS 41 with which it clarified that bearer plantghich are living plants that:

a) are used in the production or supply of agnizaltproduce;

b) are expected to bear produce for more than eriedy and

¢) have remote likelihood of being sold as agrimalt produce, except for incidental scrap sales,
shall be accounted for based on IAS 16 instead$f41.

The above amendment does not apply to the actwfiche Bank.

* Amendment to International Accounting Standard 27 “Separate Financial Statements”:
Equity Method in Separate Financial Statements (Re¢ign 2015/2441/18.12.2015)

Effective for annual periods beginning on or aftelr.2016

On 12.8.2014 the International Accounting Stand&ward issued an amendment to IAS 27 with
which it provides the option to use the equity roetho account for investments in subsidiaries,
joint ventures and associates in an entity’s sépdirzancial statements. In addition, with the abov
amendment it is clarified that the financial stad@ms of an investor that does not have investments
in subsidiaries but has investments in associatepiot ventures, which under IAS 28 are
accounted for with the equity method, do not coumtiseparate financial statements.

The Bank is examining the impact from the adoptidérthe above amendment on its financial
statements.
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1.1 Basis of presentation (cont.)

* Improvements to International Accounting Standards — cycle 2012-2014(Regulation
2015/2343/15.12.2015)

Effective for annual periods beginning on or aftelr.2016

As part of the annual improvements project, therhmtional Accounting Standards Board issued,
on 25.9.2014, non- urgent but necessary amendritenésious standards.

The Bank is evaluating the impact from the adoptdrthe above amendments on its financial
statements.

In addition, the International Accounting StandaBismrd has issued the following standards and
amendments to standards which have not yet beguteatiby the European Union and they have
not been early applied by the Bank.

* International Financial Reporting Standard 9 “Financial Instruments”
Effective for annual periods beginning on or aftelr.2018

On 24.7.2014, the International Accounting Stangl@dard completed the issuance of the final
text of IFRS 9: Financial Instruments, which rep&adhe existing IAS 39. The new standard
provides for significant differentiations in theaskification and measurement of financial
instruments as well as in hedge accounting. Ancatiin of the new requirements is presented
below:

Classification and measurement

Financial instruments shall be classified, at @hitecognition, at either amortized cost or at fair
value. The criteria that should be consideredHterinitial classification of the financial assetse a
the following:

I. The entity’s business model for managing thedicial assets and
ii. The contractual cash flow characteristics @& fimancial assets.

In addition, IFRS 9 permits, at initial recognitjoequity instruments to be classified at fair value
through other comprehensive income. The optionlpdes equity instruments held for trading.
Moreover, with regards to embedded derivativet)afhybrid contact contains a host that is within
the scope of IFRS 9, the embedded derivative siodlbe separated and the accounting treatment
of the hybrid contact should be based on the abegeirements for the classification of the
financial instruments.

With regards to the financial liabilities, the malifference is that the change in the fair value of
financial liability initially designated at fair Wae through profit or loss shall be recognisedriofip
or loss with the exception of the effect of changehe liability’s credit risk which shall be
recognised directly in other comprehensive income.

Impairment

Contrary to the existing IAS 39, under which anitgrecognizes only incurred credit losses, the
new standard requires the recognition of lifetinxpexted credit losses if the credit risk of the
financial instrument has increased significantiycsi initial recognition. If the credit risk has not
increased significantly since initial recognitiod2-month expected credit losses shall be
recognized.
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ACCOUNTING POLICIES APPLIED (cont.)

1.1 Basis of presentation (cont.)

Hedging
The new requirements for hedge accounting are @mligaed with the entity’s risk management.
The main changes in relation to the current requargs of IAS 39 are summarized below:

 more items become eligible for participating inhadging relationship either as hedging
instruments or as hedged items,

» the requirement for hedge effectiveness testsetavithin the range of 80%-125% is removed.
Hedge effectiveness test is performed progressigely and under certain circumstances a
gualitative assessment is considered adequate,

* in case that a hedging relationship ceases teffieetive but the objective of risk management
regarding the hedging relationship remains the sahw entity shall rebalance the hedging
relationship in order to satisfy the hedge effeatiess criteria.

It is noted that the new requirements for hedgewauiing do not include those that relate to macro
hedging, since they have not been finalized yet.

Except for the aforementioned modifications, treai@ce of IFRS 9 has resulted in the amendment
to other standards and mainly to IFRS 7 where nisalasures were added.

The Bank is evaluating the impact from the adoptibi-RS 9 on its financial statements.

* Amendment to International Financial Reporting Stardard 10 “Consolidated Financial
Statements”to International Financial Reporting Standard 12 “Disclosure of Interests in
Other Entities” ando International Accounting Standard 28“Investments in Associates and
Joint Ventures”: Investment Entities: Applying tBensolidation Exception

Effective for annual periods beginning on or aftelr.2016

On 18.12.2014, the International Accounting Stadsl@oard issued an amendment to the above
standards with which it clarified that the exceptiprovided in IFRS 10 and IAS 28, for the
preparation of consolidated financial statementsl #me application of the equity method
respectively, applies also to a parent entity thad a subsidiary of an investment entity which
measures all of its subsidiaries at fair value ediog to IFRS 10. In addition, with the
aforementioned amendment it was clarified thatdiselosure requirements of IFRS 12 apply to
the investment entities which measure all of teelysidiaries at fair value through profit or loss.

The adoption of the above amendment by the Bamoisexpected to have any impact on its
financial statements.

* Amendment to International Financial Reporting Stardard 10 “Consolidated Financial
Statements” ando International Accounting Standard 28 “Investments in Associates and
Joint Ventures”: Sale or contribution of assetsmMeein an investor and its associate or joint
venture

Effective date: To be determined
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1.1 Basis of presentation (cont.)

On 11.9.2014 the International Accounting Stand&wolard issued an amendment to IFRS 10 and
IAS 28 in order to clarify the accounting treatmehg transaction of sale or contribution of assets
between an investor and its associate or jointurentn particular, IFRS 10 was amended in order
to be clarified that in case that as a result tnhasaction with an associate or joint venturearaipt
loses control of a subsidiary, which does not dangabusiness, as defined in IFRS 3, it shall
recognise to profit or loss only the part of thengar loss which is related to the unrelated
investor’'s interests in that associate or jointtues The remaining part of the gain from the
transaction shall be eliminated against the cagramount of the investment in that associate or
joint venture. In addition, in case the investdames an investment in the former subsidiary ard th
former subsidiary is now an associate or joint uextit recognises the part of the gain or loss
resulting from the remeasurement at fair valuehefitvestment retained in that former subsidiary
in its profit or loss only to the extent of the elated investor’s interests in the new associate or
joint venture. The remaining part of the gain isn@lated against the carrying amount of the
investment retained in the former subsidiary.

In IAS 28, respectively, it was clarified that thartial recognistion of the gains or losses shall b
applied only when the involved assets do not ctistia business. Otherwise, the total of the gain
or loss shall be recognised.

On 17.12.2015, the International Accounting Stadsld8oard deferred the effective date for the
application of the amendment that had been injtidétermined. The new effective date will be
determined by the International Accounting StandlaBdard at a future date after taking into
account the results of its project relating toe¢heity method.

The Bank is examining the impact from the adoptiérthe above amendment on its financial
statements.

* International Financial Reporting Standard 14 “Regulatory deferral accounts”
Effective for annual periods beginning on or aftelr.2016

On 30.1.2014 the International Accounting Standd@dard issued IFRS 14. The new standard
addresses the accounting treatment and the disefosequired for regulatory deferral accounts
that are maintained in accordance with local legieh when an entity provides rate-regulated
goods or services. The scope of this standardnigelil to first-time adopters that recognized
regulatory deferral accounts in their financiatetaents in accordance with their previous GAAP.
IFRS 14 permits these entities to capitalize exjteral that non-rate-regulated entities would
recognize as expense.

The above standard does not apply to the finastaé¢ments of the Bank.
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ACCOUNTING POLICIES APPLIED (cont.)

1.1 Basis of presentation (cont.)

* International Financial Reporting Standard 15 “Revenue from Contracts with Customers”
Effective for annual periods beginning on or aftelr.2018

IFRS 15 “Revenue from Contracts with Customers” vgased on 28.5.2014 by the International
Accounting Standards Board. The new standard itiheome of a joint project by the IASB and
the Financial Accounting Standards Board (FASBYldeelop common requirements as far as the
revenue recognition principles are concerned.

The new standard shall be applied to all contratits customers, except those that are in scope of
other standards, such as financial leases, insei@mdracts and financial instruments.

According to the new standard, an entity recognise®nue to depict the transfer of promised
goods or services to customers in an amount tHikgcte the consideration to which the entity
expects to be entitled in exchange for those goodervices. A new revenue recognition model is
introduced, by applying the following five steps:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in ¢betract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the genBnce obligations in the contract
Step 5: Recognise revenue when (or as) the eatiisfies a performance obligation.

The performance obligation notion is new and ire@ffrepresents a promise in a contract with a
customer to transfer to the customer either: (@@ or service (or a bundle of goods or services)
that is distinct; or (b) a series of distinct goaisservices that are substantially the same aatd th
have the same pattern of transfer to the customer.

The new IFRS 15 supersedes:
(a) IAS 11 “Construction Contracts”;
(b) IAS 18 “Revenue”;

(© IFRIC 13 “Customer Loyalty Programmes”;

(d) IFRIC 15 “Agreements for the Construction ofaREstate”;

(e) IFRIC 18 “Transfers of Assets from Customensta

() SIC-31 “Revenue—Barter Transactions Involvidvertising Services”.

The Bank is examining the impact from the adopabiFRS 15 on its financial statements.
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1.1 Basis of presentation (cont.)

* International Financial Reporting Standard 16 “Leases”
Effective for annual periods beginning on or after.2019

On 13.1.2016 the International Accounting StandaBdsrd issued IFRS 16 “Leases” which
supersedes:

IAS 17 “ Leases”

IFRIC 4 “Determining whether an arrangement corgaease”

SIC 15 “Operating Leases — Incentives” and

SIC 27 “Evaluating the substance of transactiousluing the legal form of a lease”.

The new standard significantly differentiates tbhecanting of leases for lessees while essentially
maintaining the existing requirements of IAS 17t lessors. In particular, under the new
requirements, the classification of leases asrettperating or finance is eliminated. A lessee is
required to recognize, for all leases with ternmafre than 12 months, the right-of-use asset as well
as the corresponding obligation to pay the leagempats. The above treatment is not required
when the asset is of low value.

The Bank is examining the impact from the adoptbiFRS 16 on its financial statements.

* Amendment to International Accounting Standard 7“Statement of Cash Flows”: Disclosure
Initiative
Effective for annual periods beginning on or after.2017

On 29.1.2016 the International Accounting StanddBdard issued an amendment to IAS 7

according to which an entity shall provide disclesuthat enable users of financial statements to
evaluate changes in liabilities for which cash #oave classified in the statement of cash flows as
cash flows from financing activities. The changleat tshall be disclosed, which may arise both
from cash flows and non-cash changes, include:

— changes from financing cash flows,

— changes arising from obtaining or losing controsobsidiaries or other businesses,
— the effect of changes in foreign exchange rates,

— changes in fair values and

— other changes.

The Bank is examining the impact from the adopidrthe above amendment on its financial
statements.
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ACCOUNTING POLICIES APPLIED (cont.)

1.1 Basis of presentation (cont.)

* Amendment to International Accounting Standard 12 “Income Taxes” Recognition of
Deferred Tax Assets for Unrealised Losses

Effective for annual periods beginning on or aftelr.2017

On 19.1.2016 the International Accounting Stand&wolard issued an amendment to IAS 12 with
which the following were clarified:

Unrealised losses on debt instruments measurearatalue for accounting purposes and
at cost for tax purposes may give rise to a dediectemporary difference regardless of
whether the debt instrument’s holder expects tovecthe carrying amount of the asset by
sale or by use.

The recoverability of a deferred tax asset is agsbB; combination with other deferred tax
assets. However, if tax law offsets specific typeksses only against a particular type of
income, the relative deferred tax asset shall bess&d in combination with other deferred
tax assets of the same type.

During the deferred tax asset recoverability assess an entity compares the deductible
temporary differences with future taxable profattlexcludes tax deductions resulting from
the reversal of those deductible temporary diffeesn

The estimate of probable future taxable profit nragiude the recovery of some of an
entity’s assets for more than their carrying amaftitttere is sufficient evidence that it is
probable that the entity will achieve this.

The Bank is examining the impact from the adopidrthe above amendment on its financial
statements.

1.2 Operating segments

An operating segment is a component of the Bankethgages in business activities from which it
may earn revenues and incur expenses includingmiecand expenses related to transactions
involved with other segments of the Bank. The sagsi results for which discrete financial
information is available are reviewed regularly ttne Board of Directors of the Bank to take
decisions about resources to be allocated to tmesat and assess performance viability.

1.3 Transactions in foreign currency

Transactions in foreign currency are translateBum using the exchange rates at the dates of the
transactions. Monetary assets and liabilities dénated in foreign currencies at the reporting date
are retranslated to Euro using the exchange ratbairdate. Foreign currency differences arising
on translation are recognised in the statemenbwipcehensive income. Non-monetary assets and
liabilities denominated in foreign currencies tlaa¢é measured at historical cost are retranslated
into Euros using the currency rate at the datbetiansaction.

1.4 Cash and cash equivalents

For the purposes of the statement of cash flovs) ead cash equivalents consist of cash on hand
and of loans and advances to financial instituti@mg other securities, the maturity of which does
not exceed three months from their acquisition .datethis category, balances with the Central
Bank of Cyprus as part of the minimum reserve megouént on deposits is included.

36



. ALPHA BANK ANNUAL FINANCIAL REPORT

ACCOUNTING POLICIES APPLIED (cont.)

1.5 Classification and measurement of financial instrurents

Recognition date

Acquisitions or disposals of financial assets regfliito be delivered within the time limit as
prescribed in the regulations and standard ruléseofelevant market, are recognised at the date of
transaction thus the date when the Bank is bouaddaire or dispose such assets. Derivatives are
recognised on the date of the commercial transacticAmounts due to credit institutions,
customers deposits, placements with credit ingiitgt and loans and advances to customers are
recognised as soon as the Bank receives or gramds fo the contracting parties.

Initial recognition of financial instruments

The classification of financial instruments durithg initial recognition depends on the acquisition
purpose and their characteristics. All financratiuments are initially measured at fair valuesplu
transaction expenses directly incurred during triussition or the issuance of such financial assets
or liability, unless a financial asset or liabilisymeasured at fair value through profit or loss.

Derecognition

The Bank derecognizes financial assets when the ft@ss from the financial assets expire, or
when the contractual right to receive the cash dlofvthe financial assets is transferred and at the
same time both risks and rewards of ownershipraresterred. Any rights or obligations created
on derecognition are separately recognised assamskabilities.

The Bank derecognizes financial liabilities whes tontractual obligations are discharged,
cancelled or expire.

Offsetting
Financial assets and financial liabilities are effand the net amount is shown on the Balance
Sheet only when the Bank has a legal right to otfse assets against the liabilities and intends to

settle them on a net basis, or to realise the assksettle the liability simultaneously.

Income and expenses are recognised on a net dgisoen this is permitted by the accounting
standards, or when income and expenses arisingdrgraup of similar transactions.

Measured at amortised cost
The amortized cost of a financial asset or liapilits the amount at which initially measured, less
any repayments of capital , plus or minus the cativé amortization of any difference between

the initial amount and the maturity amount , cadted using the effective interest method after
deducting any impairment.
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1.5 Classification and measurement of financial instrurents (cont.)

Loans and receivables

Loans and receivables, originated by providing ahstctly to the borrowers are measured initially
at fair value including transaction costs. Subsatiyeloans and receivables are measured at
amortized cost and are periodically tested foraimpent.

The Bank assesses as at each balance sheet detbemthere is evidence of impairment in
accordance with Alpha Bank Group policy and theegehprinciples and methodology set out in
IAS 39 and the relevant implementation guidance pémticular, the steps performed are the
following:

(a) The criteria of assessment on an individual or cadkctive basis

The Bank, in accordance with Alpha Bank Group pobo impairment, assesses for impairment
on an individual basis the business loans of thel@sale sector. Importance is attached to the
Wholesale Banking sector loans and to specifindoa the Retail Banking sector.

For the remainder of loans the impairment teseiégpmed on a collective basis.

The Bank has determined the criteria that constituigger events for the assessment of
impairment.

Loans which are individually assessed for impairmamd found not impaired are included in
groups, based on similar credit risk charactegstind assessed for collective impairment.

For the purpose of the collective impairment exacithe Bank groups the portfolio into

homogenous populations, based on common risk degisiics, and based on strong historical
statistical base, performs an analysis with whicbaptures and defines impairment testing, by
segment population.

The statistical data is examined and assessecebgsponsible Division.

Additionally, the Bank recognizes impairment fosdoevents that have been incurred but have not
been reported (IBNR). The calculation of the impnt loss in these cases takes into account the
period between the occurrence of a specific evedt the date that it becomes known (Loss
Identification Period).

(b) Methodology in determining future cash flows from mpaired loans

For the purpose of the collective impairment , Bsmk has accumulated a significant amount of
historical data, which includes the value of than® being impaired (loss given default — LGD)

after after the completion of efforts for the reeoy of collaterals or other measures taken as to
secure collection of loans, including the real@atof collateral securities of any nature.

For loans being impaired on an individual basis,d@mount of the recoverable amount of each loan
is determined after taking into account the timkigaf money. The cash flows are discounted at
the loans’ interest rate.

An impairment loss is recognized to the extent thatrecoverable amount of the loan is less than
the carrying amount.
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1.5 Classification and measurement of financial instrurents (cont.)

Loans and receivables (cont.)
(c) Interest income recognition of impaired loans

Interest income on impaired loans is recognizededbam the carrying value of the loan net of
impairment, at the loans’ interest rate.

(d) Impairment recognition- Write-offs

Amounts of impaired loans are recognized in alleeegaaccounts until the Bank decides to write
them off.

In particular, the Bank proceeds to write off loawken it is estimated that loans are uncollectable
and all legal recourse for their collection hasrbeempleted.

(e) Recoveries

If in a subsequent period, after the recognitionhef impairment loss, events occur which require
the impairment loss to be reduced, or there has leeollection of amounts from loans and

advances previously written-off, the recoveriesrammgnized in impairment losses and provisions
to cover credit risk.

A detailed analysis of impairments is included @en35 of the financial statements.
Investments available for sale

Investments available for sale are investments lwitiay be sold for liquidity purposes or because
of market risk changes and include shares, tredslisyand government bonds.

Available for sale investments are measured atastid fair value, based on current market price
for securities listed on Stock Exchange. Investsiém unlisted securities are presented at fair
value estimated using recognised valuation modeld iadicators adjusted on the specific

circumstances of the issuer or based on the finhnesults, the current financial situation and the
prospects of the issuer compared with those oflairmbmpanies listed on Stock Exchange where
current market prices exist.

Interest on treasury bills and government bondskwhre held as available for sale is recognised as
interest receivable using the effective interetd raethod. Dividends received from available for
sale shares are recognized in other income fromnatipes in the statement of comprehensive
income as soon as the right to receive is deemedl fi

Profits or losses from the change in fair valueeisognised directly in equity, in the investments
revaluation reserve. When the investment is digpode overall profit or loss previously
recognised in the investments revaluation resextensferred to the statement of comprehensive
income. When the Bank holds more than one invadtméh the same security, it is considered
that such investments are sold on the basis akéighted average cost of capital method.
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1.5 Classification and measurement of financial instrurents (cont.)

Investments available for sale (cont.)

Losses incurred from the impairment of such invesiis are recognised in the net loss from the
change in fair value of financial instruments ire tetatement of comprehensive income. A
significant or prolonged decrease in fair valueaof investment equity instrument below cost
represents an objective indication of impairmemtdpplication of the above. The Bank defines as
“significant” a decrease above 20% related to ths# of the investment. Respectively, “prolonged”
is considered a decrease in fair value below cbstvestment for a continuous period exceeding
one year. When the impairment of investments albelfor sale takes place the accumulated loss
which was included in the Balance Sheet is transfeto the statement of comprehensive income.
If events occur following the recognition of impaint loss this will result in a decrease in the
already recognised impaired amount, these amouwetsgexognized as income in the income
statement, only in the event that it concerns bonlts contrast, impairment losses in shares or
interests in mutual funds are not reversed in ¢iselts.

During the year ended 31 December 2015 there waadication of impairment of investments
available for sale.

1.6 Derivatives financial instruments

The Bank uses derivative financial instruments sashcurrency and interest rate swaps and
forward rate agreements to hedge for the markeeprsks arising from operating, financing and
investing activities. Derivatives that do not gfialior accounting are considered to be trading
instruments.

Derivatives are initially recognized at cost. Supmntly, the derivatives are measured at fair
value. The fair value of currency and interest mat@p is considered to be estimated price to be
received or paid by the Bank which would pay toni@eate the currency and interest swap at the
end of a reporting period taking into account theent creditworthiness of the contracting parties.
The fair value of the forward rate agreements & riarket price at the reporting period. Any

adjustments at fair value are recognized in theprehensive income.

1.7 Fair value measurement

Fair value is the price that would be receiveddly @an asset or paid to transfer a liability in an

orderly transaction between market participantthatmeasurement date, in the principal market
for the asset or liability or, in the absence giriacipal market, in the most advantageous market
for the asset or liability.

The Bank measures the fair value of assets andlitled traded in active markets based on

available quoted market prices. A market is regarde active if quoted prices are readily and
regularly available from an exchange, dealer, hrogecing service or regulatory agency, and

those prices represent actual and regularly ocgumarket transactions on an arm’s length basis.
Especially, for the measurement of securities Bthek uses a particular range of prices, within the
bid-ask spread, in order to characterize the pasgsrices of an active market.

40



. ALPHA BANK ANNUAL FINANCIAL REPORT

ACCOUNTING POLICIES APPLIED (cont.)

1.7 Fair value measurementcont.)

The fair value of financial instruments that aré¢ maded in an active market is determined by the
use of valuation techniques, appropriate in theuanstances, and for which sufficient data to
measure fair value are available, maximizing the afsrelevant observable inputs and minimizing
the use of unobservable inputs. If observable mpoe not available, other model inputs are used
which are based on estimations and assumptionsasuttie determination of expected future cash
flows, discount rates, probability of counterpagiigfault and prepayments. In all cases, the Bank
uses the assumptions that 'market participantsuldvuse when pricing the asset or liability,
assuming that market participants act in their eotin best interest.

Assets and liabilities which are measured at falue or for which - fair value is disclosed-, are
classified according to the inputs used to meathgie fair value as follows:

e Level 1 inputs: quoted market prices (unadjusteddtive markets,

e Level 2 inputs: directly or indirectly observabigiuts,

e Level 3 inputs: unobservable inputs used by thekBmnthe extent that relevant observable
inputs are not available.

Non financial assets and liabilities

The most important category of non financial asketsvhich fair value is estimated is real estate

property. The process, mainly, followed for theedtination of the fair value is the assignment to
an engineer/valuer. To derive the fair value ofrdred estate property, the valuer chooses among

the three following valuation technigues:

» Market approach (or sales comparison approadhizhameasures the fair value by
comparing the property to other identical onesafbich information on transactions is
available.

« Income approach, which capitalizes future castdlarising from the property using an

appropriate discount rate

« cost approach which reflects the amount thatlevba required currently to replace the asset

with another asset with similar specificationseafaking into account the required adjustment

for impairment

It is noted that the fair value measurement ofaperty takes into account a market’s participant

ability to generate economic benefits by usingabset in its highest and best use or by sellitg it
another market participant that would use the asstt highest and best use.
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1.8 Property, plant and equipment

Land and buildings are stated at historic cost thgsreciation on buildings and any losses from
impairment. Plant and equipment are stated atrgstost less accumulated depreciation. The
historic cost includes expenses directly associaiddthe acquisition of property and equipment.

The cost of material renovations and other expeasefcluded in the carrying value of the asset
or it is recognised as separate asset when itoisapte that the Bank will incur future economic

benefits in relation to the asset and the costdeaneasured reliably.

Depreciation is calculated on a straight line basisuch a way that the cost less the estimated
residual value is being depreciated over the erpeuseful economic life of the assets. Annual
depreciation rates are as follows:

Premises and improvements on leasehold premises 50 years
Plant and equipment 3-10 years

No depreciation is calculated on land. They areéh@w reviewed for possible impairment.

Amortisation on leasehold premises is estimateduich a way so as to write off the revalued
amount of the leasehold by equal annual installmenér the period of the lease.

The residual values and the useful lives are resikand adjusted at each reporting period, if
considered necessary.

On disposal of property, plant and equipment tlilerince between the net receipts and the net
carrying value is debited or credited to the statenof comprehensive income.

1.9 Investment property

Investment property is initially recognised at ceghich includes any expenditure directly
attributable to the acquisition of the asset. Sgbsetly, investment property is measured at cost
less accumulated depreciation and impairment losses

Subsequent expenditure is recognized on the cgrayimount of the item when it increases future
economic benefit. All costs for repairs and maiatege are recognized in profit or loss as
incurred. The estimated useful lives over whichrdejation is calculated using the straight line
method.

1.10 Intangible assets

Computer application software

Computer application software programs are statedcast less accumulated depreciation.

Amortisation is calculated on a straight line bdeisuch a way that the cost less the estimated
residual value of the intangible assets is beingréised over the expected useful economic life of
the assets. Amortization is calculated as follows:

Computer application software 3 years
Computer software of the Bank 5 years

Expenses incurred for the maintenance of comppigication software programs are charged in
the statement of comprehensive income for the ipeahich they incur.
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1.11 Operating leases

Leases on assets , where the Bank does not unelsdbktantially all the risks and rewards arising
from ownership of the assets, are classified asatipg leases.

The rent paid on a monthly basis on the operatiegsds is debited in the statement of
comprehensive income based on the straight lineededver the life of the lease.

1.12 Impairment losses on non financial assets

The Bank assess at each reporting period the ogrigimount of its assets in order to find out
whether there is any objective evidence that aetasay be impaired. If any such evidence exists,
the Bank estimates the recoverable amount of gs#taThe recoverable amount of an asset is the
higher of an asset’s fair value less costs toaall the value in use. The value in use is the ptese
value of expected future cash flows from continuirsg of the asset and from its disposal at the
end of its useful life. The impairment is recoguize the statement of comprehensive income as an
expense.

1.13 Tax

Tax on income is provided for in accordance with thx legislation and tax rates which apply in
Cyprus where the Bank carries its operations amdasgnised as an expense in the year in which
the income arises.

Special contribution for the defence rate on ins¢facome

The special contribution for the defence rate derast income is 30%. Special contribution for the
defence is payable by Cyprus tax residents onlyapplies for both physical and legal persons
receiving interest income which is not incurredhia ordinary course of the company’s activities.

Immovable property tax
The immovable property is taxed at rates rangingvéen 0,6% and 1,9% of the immovable
property values of January' 11980.

Special tax levy on bank deposits

Special tax levy on financial institutions for ocusters deposits, excluding bank deposits, is in
force since 14 April 2011 and is paid by the finahmstitutions . With effect from 1 January 2013
the tax percentage increased from 0,11% to 0,1%%e legislation was amended in 2015 and the
tax is calculated on the customer deposits of tie@ipus quarter instead on the deposits of the
previous year.
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1.14 Deferred tax assets

Provision for deferred tax is made on all tempordifferences between the carrying values of
assets and liabilities for financial reporting ppsps and their tax base. Deferred tax is calallate
at the tax rates expected to apply at the recovkdeferred tax. Any deferred tax assets arising
from deductible temporary differences are recoghisethe extent that it is expected that taxable
profits will be available in the future.

Any adjustment in deferred tax, which is due tonges of tax rates, is presented in the statement
of comprehensive income or in the reserves accgitdinvhere the original debit or credit for the
deferred tax was initially recorded.

The tax expense, both current and deferred, igdeddn the statement of comprehensive income,
unless it relates to items which have been direettprded to equity and as such the tax which
relates to these items is directly recorded totgqui

1.15 Other assets

Non-current assets which are acquired through @eutbut are not immediately available for sale
or are not expected to be sold within one yeampagsented in Other Assets and are valued at the
lower of cost (or carrying amount) and fair value.

1.16 Employee benefits

The Bank operates a defined contribution plan. &g pf the plan the Bank deposits a defined, on
a case by case basis, contribution to an indepémhaieth The Bank has no further obligation, legal
or constructive, to deposit any further contribosipin the circumstance that the fund does not have
the sufficient assets to cover the claims of perebmvhich are derived from their current and
previous service. The contributions are recognaegart of staff costs on an accruals basis.

The Bank does not operate a defined benefit plan.

1.17 Provisions for litigation and arbitration of disputes

Provisions for litigation and arbitration of dispatare recognized when:

(a) the Bank has a present obligation (legal ostractive) as a result of a past event

(b) itis probable that an outflow of resourcededying economic benefits to settle the obligation
and

(c) may be a reliable estimate of the amount efabligation.

The Bank will secure legal advice on the amourthefprovision of specific cases and arbitration
of disputes.

The amount recognized as a provision is the beisha&e of the expenditure required to settle the
present obligation at the end of the reportingqeeriaking into account the risks and uncertainties
surrounding the facts and circumstances of argalitbn or arbitration proceedings.

Where the effect of the time value of money is makethe amount of the provision is the present
value of estimated future expenditures expectdxbtequired to settle the obligation.

When a separate liability is measured, this mdsl\i outcome may be considered the best
estimate of the liability.
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1.18 Subordinated bonds

Subordinated bonds consists of bonds that araligitiecognized based on financial instruments
classification and measurement principles (not§ arkl are reported at amortized cost. The
amortised cost is the fair value of securities essafter deducting interest payments plus the
cumulative amortization using the effective inténe®ethod of any difference between the initial
amount and the amount at maturity date. The bamdsclassified as Tier Il Capital for the
purposes of calculating the capital adequacy ratio.

The effective interest method is a method of caling the amortized cost of a financial asset or
financial liability (or group of financial assets financial liabilities) allocating income or in&st
expenses during the period concerned. The realesit rate is the rate that exactly discounts
estimated future cash payments or receipts whiclegpond to the expected life of the instrument
or, when appropriate for a shorter period, to tké carrying amount of the financial asset or
financial liability.

1.19 Share capital
The ordinary shares are classified as equity.

The difference between the fair value of the camsitlon received and the nominal value of share
capital issued is recognised in share premium.

Incremental costs directly attributable to the éssfiordinary shares are recognised as a deduction
from equity.

1.20 Convertible Capital Securities

The convertible capital securities are of perpeértoaturity financial instruments issued by the

Bank and are initially recognized based on findnicistruments classification and measurement
principles (note 1.5) The Bank may at its sole mion at all times, taking into account its

financial position and solvency, elect to canceirgerest payment on a non cumulative basis.

Any interest payment not paid is no longer due paighble by the Bank. The convertible capital
securities may be redeemed back at the discretitred3ank and after the approval of the Central
Bank of Cyprus at their nominal value and any aedrunterest but excluding any interest
payments previously cancelled, at 30 September 2018n any interest payment date. The
convertible capital bonds are obligatory converietb ordinary shares of the Bank on the
occurrence of a Contingency event or a viabilitgrgv The conversion price is constant and cannot
be lower than the nominal value of the Bank’s caidjrshares.

These financial instruments are classified as gga# they do not include a contractual obligation

for the Bank to repay the holder in cash or otlearfcial asset. The convertible capital bonds are
classified as additional Tier 1 capital for thegmse of calculating the capital adequacy ratio.
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1.21 Interest income and expense

Interest income

Interest incomds recognised in the statement of comprehensiveniecon an accruals basis.
Interest receivable includes interest receivabtimfrloans and advances and financial assets
available for sale as well as from derivative ficahinstruments.

Interest expense
Interest expense is recognised on an accrual basis.

1.22 Gains less losses on financial transactions

Gains less losses on financial transactions incthdefair value changes of financial assets and
liabilities, gains or losses on their disposal telexchange differences arising from the trarsiati

of financial instruments denominated in foreignreacies. Impairment losses on bonds, shares and
other securities of variable return are also inetlith gains less losses on financial transactions.

Differences that may arise between the carryinguarnof financial liabilities settled or transferred
and the consideration paid, are also recognisediims less losses on financial transactions.

1.23 Income and expenses from fees and commissions

Income from fees and commissions is recogniselddriicome statement on an accrual basis when
the relevant service has been provided.

1.24 Dividend Income

Income from dividends is recognized in the finahstatements when it is received.

1.25 Expenses on improvements, repairs and maintenee

The expenses for the alteration or improvement wifdimgs or improvements on leasehold
premises are capitalised and depreciated basetheofiattor reported in accounting policy for
property, plant and equipment.

The cost for repairs and maintenance of buildings @her plant and equipment is charged in the
statement of comprehensive income in the year ielwihis incurred.

1.26 Financial guarantee contracts

A financial guarantee contract (except insuranaggraots) is a contract that requires the issuer to
make specified payments to reimburse the holdea foss it incurs because a specified debtor fails
to make payment that should have be done as petethes of the contract. Such financial
guarantees are given to banks, financial instihstiand other bodies on behalf of customers to
secure loans and other banking facilities.

The financial guarantee contracts are initiallyograzed at fair value, and measured subsequently
at the higher of:
e the best estimate of the cost required to setdectmmitment at the reporting date. These
estimates are determined based on experience dfasitransactions, history of post
transactions and management estimates,

e the amount initially recognised less cumulative ermation.
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1.26 Financial guarantee contractgcont.)

Any increase is recognized in the Statement of Gehgnsive Income
The Bank did not recognize any amounts in the Bimte of Comprehensive Income relating to
financial guarantee contracts

1.27 Related parties definition

In accordance with IAS24, related parties for thakbare:
a) the parent company Alpha Bank S.A and legal estitibich constitute for the Bank or its
parent:

R Subsidiaries,
ii. Joint ventures,
iil. Associates.

b) Related parties for the Bank also include the HéleFinancial Stability Fund and its
subsidiaries given that within the framework for3864/2010 the Hellenic Financial
Stability Fund acquired participation in the Boaofl Directors but also in important
committees of Alpha Bank S.A. and as a consequéni® assumed that it exercises
significant influence over them.

C) Individuals who are key management personnel aeid those relatives. Key management
personnel are comprised of members of the BoaRirefttors of the Bank , members of the
Executive Committee of the Bank whereas close ivelatare considered to be spouse as
well as their first class relatives and those ddpahon them and their spouse.

Furthermore, the Bank discloses transactions angmubalances with companies, in which the
above individuals exert control or common contrMore specifically, disclosure involves
individuals who hold a higher than 20% stake irhscmmpanies.

1.28 Comparatives

To the extend considered necessary the compardtasas been adjusted to facilitate changes in
presentation of the current year amounts.

1.29 Estimates, decision making criteria and signifant sources of uncertainty

The estimates and criteria implemented by the Bemldecision making which impact the
preparation of the financial statements are basekigiorical information and assumptions which
under present conditions, are deemed to be redsonab

The estimates and criteria for decision making reassessed to take into consideration current
developments and the consequences from potentahgels are recognised in the financial
statements during the period in which they occur.

The Bank, in the context of applying accountindigies and preparing financial statements in
accordance with IFRS, conducts estimates and mgins which impact the amount of
recognised income, expenses and assets and iehillthe use of estimates and assumptions is an
integral part of the recognition of accounting figsiwhich mainly relate to the following:
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1.29 Estimates, decision making criteria and sigridant sources of uncertainty(cont.)

a) Fair value of assets and liabilities

For assets and liabilities traded in active markéies determination of their fair value is based
on quoted, market prices. In all other cases tterthination of fair value is based on
valuation techniques that use observable market athe greatest extent possible. In
cases where there is no observable market datdaithealue is determined using data
that are based on internal estimates and assuraign determination of expected cash
flows, discount rates, prepayment probabilitiepatential counterparty default.

b) Impairment losses of financial assets

The Bank, when performing impairment tests on laam$ advances to customers, makes estimates
regarding the amount and time of future cash flod&ven that these estimates are affected by a
number of factors such as the financial positiorihef borrower, the net realizable value of any
collateral or the historical loss ratios per pditfoactual results may differ from those estimated
Similar estimates are used in the assessment ddiiment losses of securities classified as
available for sale or held to maturity.

¢) Impairment losses of non — financial assets

The Bank, at each balance sheet date, assessaapf@irment non — financial assets, and in
particular property, plant and equipment, investinpeaperty, goodwill and other intangible assets.
Internal estimates are used to a significant degwedetermine the recoverable amount of the
assets, i.e. the higher between the fair valuedests to sell and the value in use.

d) Income tax

The Bank recognizes the amounts of current andrréefeincome tax based on estimates
concerning the amount of taxable profits, based/loich the amounts of tax expected to be paid or
recovered in the current and future periods arergened. Estimates are affected by factors such
as the practical implementation of the relevanislagion, the expectations regarding the existence
of future taxable profit etc. Future tax auditsaieges in tax legislation and the amount of taxable
profit actually realised, may result in tax paynsenther than those recognized in the financial
statements of the Bank. Any adjustments are rezedrin the year in which they are finalized.

e) Provisions and contingent liabilities

The Bank recognises provisions when it estimate$ thhas a present legal or constructive
obligation that can be estimated reliably, andsitaimost certain that an outflow of economic
benefits will be required to settle the obligatibmcontrast, when it is probable that an outfldw o
resources will be required, or when the amountiattility cannot be measured reliably, the Bank
does not recognise a provision but it providesldsoes for contingent liabilities, taking into
consideration their materiality. The estimation fioe probability of the outflow as well as for the
amount of the liability are affected by factors ahiare not controlled by the Bank, such as court
decisions, the practical implementation of thevaite legislation and the probability of default of
the counterparty, for those cases which are retatéue exposure to off-balance sheet items.

The estimates and judgments applied by the Bankiaking decisions and in preparing the

financial statements are based on historical inftion and assumptions which at present are
considered appropriate. The estimates and assumpi@ reviewed on an ongoing basis to take
into account current conditions, and the effecamy change is recognized in the period in which
the estimate revised.
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1.29 Estimates, decision making criteria and sigridfant sources of uncertainty (cont.)

1.29.1 Going concern

The financial statements have been prepared basetieogoing concern assumption. For the
application of this principle, the Bank takes irgocount current economic developments and
evaluates the economic environment in which it afge=. The main factors that create uncertainties
regarding the implementation of this principle tetato the unstable economic environment in
Cyprus and Greece ,where the parent company Alpgimk BE operates and the high level of non-
performing loans in the banking system of the twardries. The main uncertainties regarding the
economic environment in Greece relate to the cotigplef the first evaluation of the program to
cover the financing needs of the Greek economyhkeyBuropean Support Mechanism, which is
ongoing. These uncertainties affect Bank's ligyithitough customer deposits withdrawals.

The Bank, in preparing the financial statement8bfl2.2015, took into account the following
factors:

. Capital Adequacy

The Bank made a capital increase in 2013 and 20ttbtine purpose of increasing the capital base
and the absorption of Emporiki Bank Cyprus Ltd. @oon Equity Equity Tier 1 ratio (CET1) on
31.12.2015 stood with transitional provisions at5%d. According to the CRR Regulation and
Directive CRD IV, the minimum Common Equity Tierrdtio (CET1) was set at 8% (transitional
provisions). The Bank is also subject to additiocegpital requirements for risks not covered by
Pillar I requirements (Pillar 11). The capital adegy of the Bank on December 31, 2015 exceeds
the minimum capital requirements of Pillar | andla®ill, allowing the Bank capital buffer. It is
noted that the assessment of its capital requiresnerder Pillar Il is performed annually, based on
a reference date and is dynamic as it is subjethidnges over time.

. Liquidity

In 2015 the Bank sold loan portfolio of book val@®49 mil. to a company of the Alpha Bank
Group. This resulted in an increased liquidity vihwas used to decrease the dependence from the
parent Bank. The sale of Greek Treasury bills arfiognto € 250 mil., further enhanced the
liquidity of the Bank.

. Cyprus Economy

The Cyprus economy and the banking system contimashibit high levels of NPLs and private
debt. Both are factors of instability for the gtbwDespite the negative impact of these factors,
macroeconomic forecasts for Cyprus are positive Thiprus economy recorded a growth rate in
2015 of 1.6% and is expected according to the M Finance to record positive rates for both
2017 and 2018 that will be circa 2%, as opposedtieémegative rates of previous three years. The
Republic of Cyprus successfully completed the adjest program in March 2016. The
development of the Cyprus economy is expected tpdséively affected due to the credit rating
upgrads, the successful completion of the Troikmsiohent program, the lifting of all capital
restrictions, the increase in customer deposithérbanking system and the successful issue of a €
2 billion bond from the international markets in180 As a result of international borrowing,
Cyprus has accumulated stock of liquidity amountiogE 1 billion which will cover financing
needs in the short term.
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1.29 Estimates, decision making criteria and sigridfant sources of uncertainty (cont.)

1.29.1 Going concern (cont.)
. Parent company financial standing

On 19/08/2015 an agreement was reached for a mandial support from the European Support
Mechanism (ESM) to the Greek Republic, which waler its financing needs for the medium-
term period. The agreement among others, provates f

e the coverage of the financing needs of the Hell&spublic for the medium-term period,
provided that the economic reforms that are exgeteontribute to the economic stability
and the sustainable development of the Greek ecpmolibe implemented,

e an amount of € 10 up to € 25 billion available floe coverage of any recapitalization needs
and / or resolution of credit institutions.

In addition, the aforementioned agreement providedhe assessment of the four Greek systemic
credit institutions from the Single Supervisory Manism, in order to determine the impact from
the deterioration of the Greek economy on themrfirial position as well as any capital needs. The
assessment was performed during the third quangrirecluded both an Asset Quality Review
(AQR) and a stress test. Based on the results efagsessment, which were announced on
31.10.2015, the capital needs for the Group weteraigned to €262.6 million under the base
scenario, taking into consideration the Asset @udReview, and to €2,743 million under the
adverse scenario of the stress test, which werseguiently limited to the amount of € 2,563
million since the pre-provision income for the thijuarter was taken into account. These capital
needs were covered successfully in the fourth quatirough the completion of the liability
management exercise of the Alpha Bank A.E. andrtbeease of its share capital in cash via a
private placement to qualified and other eligilolegstors

On examining the capability of the Bank to opeede going concern, the Board of Directors took
into consideration the following:

e the findings of various external and regulatorglitsu

e regular monitoring regarding the liquidity of theaik and an evaluation of the impact of
various events

e the monitoring of cash inflows and outflows on dydbasis

e the strong capital adequacy ratios of the Bank

¢ the ability of the Bank to access funding via thenttal Bank of Cyprus.

e the drafting of a business plan, if the need arigedurther capital and liquidity needs.

e the successful completion of the coverage of Alplamk Group capital needs exclusively

from private sources.

Based on the above, it is estimated that the donditfor the application of the going concern
principle are met, however, the negative effect #hauld have on the application of this principle
IS noted, to any significant deterioration in #@®nomic environment.
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2. NET INTEREST INCOME

From 1 January to
31.12.2015 31.12.2014

Note €000 €000
Interest and similar income
Due from Central Bank of Cyprus (321) 35
Due from banks 321 3.963
Loans and advances to customers 142.253 160.752
Derivatives held for risk mitigation 2.996 2.001
Government bonds 15 2.229 4.343
Corporate bonds 15 14 17
Total 147.492 171.111
Interest expense and similar charges
Due to banks (960) (4.620)
Due to customers (35.486) (49.317)
Subordinated bonds 25 (5.020) (3.080)
Total (41.466) (57.017)
Net interest income 106.026 114.094

The decrease of net interest income is attributaithignto the transfer of loans to a company of the
Alpha Bank Group.(Note 17)

During 2015 interest payable was decreased asu#t cddower deposits base 244 mil. and
lower interest rates

3. NET FEE AND COMMISSION INCOME

From 1 January to
31.12.2015 31.12.2014

€000 €000
Loans 501 705
Letters of guarantee 587 660
Imports — Exports 256 377
Credit cards 1.846 2.166
Transfers of funds 1.792 1.827
Foreign exchange 580 769
Insurance 1.144 611
Deposits 1.795 2.290

8.501 9.405
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4 .DIVIDEND INCOME

From 1 January to
31.12.2015 31.12.2014

€000 €000
Available for sale securities 392 172
392 172

5. GAINS LESS LOSSES ON FINANCIAL TRANSACTIONS

From 1 January to
31.12.2015 31.12.2014

€000 €000
Foreign exchange differences (5.273) 1.294
Investment securities:
- Bonds and Treasury bills 21 37
Derivative financial instruments 417 359
Other financial instruments of Emporiki Bank 2.257 -
(2.578) 1.690

The results were negatively impacted mainly on fiequarter, due to the appreciation of Chf
against Euro

6. OTHER INCOME

From 1 January to
31.12.2015 31.12.2014

€000 €000
Profit from sale of fixed assets 20 -
Other income 201 -
221 —

7. STAFF COSTS

From 1 January to
31.12.2015 31.12.2014

€000 €000
Wages and salaries 34.491 32.559
Other staff costs 925 547
Contributions to employee’s provident fund 2.706 2.366
38.122 35.472

The total number of employees in the bank as 8232015 was 878 (31.12.2014:743)

The bank announced a Voluntary Retirement Programchwwas in force from 29.2.2016-
24.3.2016 (Note 43).
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8. GENERAL ADMINISTRATIVE EXPENSES AND OTHER EXPENS ES

From 1 January to
31.12.2015 31.12.2014*

€000 €000
Advertisement and promotion expenses 1.326 1.470
Rents payable 1.505 1.344
Special tax levy on customer deposits 3.111 3.028
Repairs and maintenance 493 450
Professional expenses 1.669 2.966
Legal fees 1.861 2.337
Subscriptions for card use (VISA) 774 768
Computer maintenance and supplies 761 711
Insurance 818 682
Electricity 615 771
Telecommunication expenses 377 403
Stationery and printing 251 255
Value added tax 1.651 2.186
Other 2.151 1.894

17.363 19.265

9. IMPAIRMENT LOSSES AND PROVISIONS TO COVER CREDIT RISK

From 1 January to
31.12.2015 31.12.2014

Note €000 €000
Impairment losses on loans and advances
customers 17 101.087 156.901
Recoveries (1.486) (1.781)

*The figures of the note “General administrativpenses and other expenses” for the comparativedeave been restated due to the
presentation of “Special tax levy on bank deposits*General administrative expenses and otheeeses” instead of “Income tax”
and the presentation of expenses excluding theofd4it.
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10. LOSSES BEFORE INCOME TAX
The loss for the year before tax is stated aftargihg the following items:

From 1 January to
31.12.2015 31.12.2014

Note €000 €000

Directors’ remuneration:

Executive Directors 40(a) 460 584

Non-Executive Directors 40(a) 113 55
Independent auditors' remuneration for statutoditat

of annual accounts 76 50
Independent auditors' remuneration for other reviev

services 5 4
Independent auditors' remuneration for other non-
audit services 86 156
Depreciation of property, plant and
equipment 19 1.625 1.518
Amortization of intangible assets 20 549 563
Rent payable 8 1.505 1.344

11. INCOME TAX

From 1 January to
31.12.2015 31.12.2014*

Note €000 €000
Deferred tax - debit/(credit) 21 31 (3.434)
Debit/(Credit) for the year 31 (3.434)

The Bank is taxed for corporation tax purposesatrate of 12,5% on taxable profits of the year.
Taxable profits are not subject to special defaxmeeribution.

Additionally, tax losses incurred from 2006 onwarcksn be carried forward and be offset against
taxable profits for a period limited to five year&roup companies can offset losses against profits
arising during the same tax year.

The Bank has been tax reviewed up until 2007 ardriently in the process of being reviewed for
the years 2008-2011. As the tax review could pahytot recognize the productivity of certain
expenses, it is likely that further tax could bgased regarding those years not reviewed by the
tax authorities.
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11. INCOME TAX (cont.)

Reconciliation of tax based on the taxable incomd &x-based accounting (loss)/profit of the
Bank

From 1 January to

31.12.2015 31.12.2014*
% €000 % €000
Accounting loss before tax (44.698) (86.577)
Tax calculated at applicable tax rat
(nominal tax rate) 12,50 (5.587) 12,50 (10.822)
Tax effect of expenses not deductible for t;
purposes (0,79) 352 (0,35) 305
Tax effect of allowances and income r
subject to tax 0,97 (433) 0,36 (314)
Tax effect of loss for the year (12,75) 5.699 (8,54) 7.397
Tax as per statement of comprehens
income (effective tax rate) 0,07 31 (3,97) (3.434)

The Bank has not recognized deferred tax assetaraing to €24.430 thous. as it is not likely that
a future economic profit will be available againghich the Bank may use the benefit in
conjunction with the fact that they can only bensferred and offset against income in the next
five years.

12. EARNINGS/(LOSSES) PER SHARE
Earnings / (losses) per share are calculated hglidg/the profit/( losses) for the year attribu&ab
to the owners of the Bank by the weighted averagehber of issued ordinary shares during the

year.

From 1 January to
31.12.2015 31.12.2014

(€000) (€000)
Profit / (Losses) attributable to the owners (€) (44.729) (83.143)
Issued shares on 1 January 2015 159.500.000 159.500.000
Impact from share issue in March 2015 11.322.940

Weighted average number of shares for the year 170.822.940  159.500.000

Basic and diluted earnings /(losses) per share

(€ cent) (26,18 (52,13)

*The figures of the note “Income tax” for the comgtive period have been restated due to the pregsambf “Special tax levy on bank
deposits” in “General administrative expensesathdr expenses” instead of “Income tax”.
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13. CASH AND BALANCES WITH CENTRAL BANKS

31.12.2015 31.12.2014

€000 €000
Cash and cash equivalents 9.776 11.414
Balances with Central Bank of Cyprus 339.981 63.451

349.757 74.865

Deposits with the Central Bank of Cyprus bear ggéibased on the interbank rate of the relative
period and currency.

The exposure of the Bank to market risk, interes¢ risk and analysis of the above assets at
maturity and currency are disclosed in note 3%effinancial statements.

14. DUE FROM BANKS

31.12.2015 31.12.2014

€000 €000
Placements with Alpha Bank Group 9.873 174.133
Placements with other financial institutions 48.941 46.303
58.814 220.436

The exposure of the Bank to market risk, interagt risk and analysis of the above loans and
advances to financial institutions at maturity aodrency are disclosed in note 35 of the financial
statements.
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15. INVESTMENTS AVAILABLE FOR SALE

Investments available for salat fair value
31.12.2015 31.12.2014

€000 €000

Government bonds and treasury bills 96.907 319.310
Corporate bonds and shares 1.651 22.265
98.558 341.575
Listed 96.907 339.924
Non Listed 1.651 1.651
98.558 341.575

Geographical analysis based on issuer’s region:
- Cyprus 98.558 52.526
- Greece = 248.076
- Germany - 20.358
- Luxembourg - 20.615
98.558 341.575

The non listed securities include the Bank's irdieia the company JCC Payments Systems
Limited. The corporate bonds relate to financiatimtions.
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15. INVESTMENTS AVAILABLE FOR SALE (cont.)

The movement of investments available for sales ifpows:

Government Corporate bond Total
bonds andreasur  and shares
bills

2015 €000 €000 €000
Balance 1 January 319.310 22.265 341.575
Additions 339.567 - 339.567
Matured/Disposed Securities (564.360) (20.182) (584.542)
Interest receivable 2.229 14 2.243
Interest received (315) (446) (761)
Revaluation transferred to equity (Note 3C 476 - 476
Balance 31 December 96.907 1.651 98.558

Government Corporate bond Total

bonds and and shares
debentures

2014 €000 €000 €000
Balance 1 January 15.449 1.651 17.100
Additions 744.423 20.829 765.252
Matured/Disposed Securities (443.721) - (443.721)
Interest receivable 4.343 17 4.360
Interest received (850) (243) (1.093)
Revaluation transferred to equity (Note 3C (334) _ 1 (323)
Balance 31 December 319.310 22.265 341.575

The analysis of the above assets at maturity da&ported in note 35 of the financial statements.
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16. DERIVATIVE FINANCIAL INSTRUMENTS

31.12.2015 31.12.2014
Assets Liabilities Assets Liabilities
Derivatives nominal value €000 €000 €000 €000
Foreign exchange derivatives
Currency swaps 155.969 485.292 67.988 941.156
155.969 485.292 67.988 941.156
Total derivatives 155.969 485.292 67.988 941.156
Fair value of derivatives
31.12.2015 31.12.2014
Assets Liabilities Assets Liabilities
€000 €000 €000 €000
Foreign exchange derivatives
Currency swaps 2.885 379 1.279 8.865
2.885 379 1.279 8.865
Total derivatives 2.885 379 _1.279 _8.865
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17. LOANS AND ADVANCES TO CUSTOMERS

31.12.2015 31.12.2014
€000 €000
Loans and advances to customers 2.619.829 3.438.925
Allowance for impairment losses (583.282) (792.285)
2.036.547 2.646.640
31.12.2015 31.12.2014
€000 €000
Analysis by industry sector
Manufacturing 56.580 74.366
Tourism 88.209 117.791
Trade 133.370 144.432
Buildings and construction 687.828 1.097.674
Business and loans to individuals 1.490.384 1.892.676
Other sectors 163.458 111.986
2.619.829 3.438.925
Analysis by geographical region
Cyprus 1.929.316 2.302.772
Greece 11.321 3.430
Other European countries 606.913 992.618
Other countries 72.279 140.105
2.619.829 3.438.925

Loans and advances to customers include loansradqdiiring the acquisition of Emporiki Bank
at fair value amounting to € 364,4 million. (Not®) 4

During the year loans with carrying value €949 mikre transferred to a company of Alpha Bank
Group. All risks and rewards have been transferthds, they were derecognized from the
statement of financial position.

The exposure of the Bank to credit risk and anslgé loans and advances to customers by
industry sector, by geographical region and by nistus disclosed in note 35 of the financial
statements.
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17. LOANS AND ADVANCES TO CUSTOMERS (cont.)

Allowance for impairment losses

Impairment
allowance reserve

€000
2015
1 January 792.285
Impairment losses for the year (note 9) 101.087
Unwinding of interest 34.861
Impairment losses on loatansferred (346.567)
Amounts used for write offs (39.324)
Exchange difference 40.940

583.282
2014
1 January 698.694
Impairment losses for the year (note 9) 156.901
Unwinding of interest 42.207
Impairment losses on loatransferred (19.570)
Amounts used for write offs (92.770)
Exchange difference 6.823

792.285

The exchange difference arises from the valuatidhebalance of provisions held in foreign curnenc
that are held to cover credit risk.

18. INVESTMENT PROPERTY

Land
€000
Cost
31 December 2015 2.023
Amortization
31 December 2015 -
Net book value
31 December 2014 2.023
31 December 2015 2.023

The fair value of investment property on 31.12.2@thounted to €6,4 mil. The fair value of
immovable property is calculated in accordance wlith methods described in note 1.7 and is
ranked according to the hierarchy of fair valutetel 3 having made use of information provided
from case investigations and data relating to @riigs of similar characteristics and consequently
included a wide range of non-observable data omidudet.
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19. PROPERTY, PLANT AND EQUIPMENT

Buildings
and improvements
on leasehold

Land (Note 1) premises (Note 1) Plant and equipmer Total
Cost €000 €000 €000 €000
1 January 2015 3.089 33.149 19.202 55.440
Additions - 514 798 1.312
Disposals - (29) (226) (245)
Additions from acquisition of
Emporiki Bank (Note 41) - 152 206 358
31 December 2015 3.089 33.796 19.980 56.865
1 January 2014 5.671 33.572 19.237 58.480
Additions - 289 844 1.133
Disposals - (712) (620) (1.332)
Write offs - - (259) (259)
Transfer to investment property (2.023) - - (2.023)
Transfer to other assets (559) - - (559)
31 December 2014 3.089 33.149 19.202 55.440

Note 1:The recoverable value of land and buildings isless than its book value.
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19. PROPERTY, PLANT AND EQUIPMENT (cont.)

Land (Note 1)

€000
Depreciation
1 January 2015 =
Charge for the year -
Disposals -
Write offs -
31 December 2015 -

1 January 2014 =
Charge for the year -
Disposals -
Write offs -
31 December 2014 -

Net book value
1 January 2014 5.671

31 December 2014 3.089

31 December 2015 3.089
Note 1:The recoverable value of land and buildings isless than its book value.

Buildings
and improvements
on leasehold
premises (Note 1)
€000

13.967
931
(19)

14.879

13.708
896
(637)

13.967

= e
© |©
= |
o (@
NS

=
ge
©
=
\'

Plant and equipment
€000

17.195
694
(226)
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20. INTANGIBLE ASSETS

Cost

1 January 2015

Additions

Write offs

Additions from acquisition of
Emporiki Bank

31 December 2015

1 January 2014
Additions

Write offs

31 December 2014

Amortization

1 January 2015
Charge for the year
Write offs

31 December 2015

1 January 2014
Charge for the year
Write offs

31 December 2014

Net book value
1 January 2014

31 December 2014

31 December 2015

Computer
Software
of the Bank

€000

8.064
285

29
8.378
7.634

430

8.064

7.188
549

7.737

6.625
563

(0]
~
o
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21. DEFERRED TAX ASSETS

Difference
between
depreciation
Tax and capital
losses allowances Total
2015 €000 €000 €000
1 January 13.054 (962) 12.092
Credit / (Debit) in the statement of
comprehensive income - (31) (31)
31 December 13.054 993 12.061
2014
1 January 9.600 (942) 8.658
Credit / (Debit) in the statement of
comprehensive income 3.454 (20) 3.434
31 December 13.054 962 12.092

The deferred tax assets and liabilities arise ftioenfollowing:

31.12.2015  31.12.2014

€000 €000
Deferred tax asset
Tax losses 13.054 13.054
Deferred tax liability
Difference between depreciation and
capital allowances 993 962
Deferred tax asset 12.061 12.092

Deferred tax is provided for all temporary diffeces under the liability method using the
applicable tax rates (Note 11). In case of taxdesbe applicable tax rate is 12.5%.

The recognition of deferred tax assets is suppdjethe Bank's forecasts and takes into account
the recoverability of deferred tax assets withm éxpiration period.
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22. OTHER ASSETS

31.12.2015 31.12.2014

€000 €000
Receivables from Alpha Bank Group companies
(Note 40) 1.015 2
Other receivables and prepayments 1.368 1.582
Assets from auctions 559 559
Interest prepayments 271 1.564
3.213 3.707

Assets acquired through auctions but are not neadiilable for sale or are not expected to be
sold within one year are presented in other asssdsare valued at the lower of cost (or book
value) and fair value.

23. DUE TO BANKS

31.12.2015 31.12.2014

€000 €000
Amounts due to companies of Alpha Bank Group
(Note 40c and 40d) 155.434 621.165
Amounts due to other financial institutions 5.297 32.835
160.731 654.000

Amounts due to Alpha Bank.E. are secured with «Loans and advances to custen(iise
35.6)

The exposure of the Bank to liquidity risk and gs& of deposits from financial institutions by
maturity is disclosed in note 35 of the financtatsments.

24. DUE TO CUSTOMERS

31.12.2015 31.12.2014

€000 €000
Deposits:
Current 433.10( 487.58:
Savings 15.16: 10.33¢
Fixed term or notice 1.403.52 1.597.54.

1.851.78: 2.095.46;

The exposure of the Bank to liquidity risk and ge@ of deposits from customers by maturity are
disclosed in note 35 of the financial statements.
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25. SUBORDINATED BONDS

Subordinated bonds at amortised cost

2015
€000
1 January 100.256
Subordinated bonds from the acquisition of Emporik
Bank 15.936
(Note 41)
Interest payable 5.020
Payments (4.878)
31 December 116.334
Listed Non - Listed
€000 €000
1 January 2015 100.256 -
Subordinated bonds from the
acquisition of Emporiki Bank - 15.936
Interest payable 2.841 2.179
Payments (2.857) (2.021)
31 December 2015 100.240 16.094
Listed Non - Listed
€000 €000
1 January 2014 100.274 -
Interest payable 3.080 -
Payments 3.098) -
31 December 2014 100.256 -

2014
€000

100.274

3.080
(3.098)

100.256

Total

€000
100.256

15.936
5.020

(4.878)
116.334

Total

€000

100.274
3.080

(3.098)
100.256
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25. SUBORDINATED BONDS (cont.)
Subordinated bonds at amortised cost (cont.)
Listed

The Board of Directors of the Bank has approvedgbee of 1m bonds with 10 years duration and
a nominal value of € 100 each which have beeneadfér a limited number of investors in Cyprus
and abroad. The bonds were issued on 30 May 200®ave been placed on 31 December 2008
in the Cyprus Stock Exchange where they are traded.

The Subordinated bonds may, at the option of thekBae fully redeemed, at their principal
amount together with accrued interest, five yeétex gheir issue date, or on any interest payment
date thereafter, subject to the prior consent®iQbntral Bank of Cyprus.

The Subordinated bonds bear a floating interestwdtich is set at the beginning of each interest
period and is valid for that specific interest peri

The floating interest rate is equal to the 3-morEhsbor in force at the beginning of each interest
period plus a margin of 2.80%. The Subordinateddbare not secured and in case of dissolution
of the Bank, their repayment shall follow in prigrthe repayment of the obligations of the Bank
over the depositors and any other creditors oBiuek.

Non - Listed

Non - listed securities are secondary capital (Teissued by Emporiki Bank Cyprus Ltd and

held by companies of the Alpha Bank Group. Theser#és were recognised at their fair value
at the acquisition date of Emporiki Bank Cyprus Ilftd the amount of € 15.936 thous. The
difference between the nominal value and the faluer at the acquisition date (01.03.2015) will be
amortized until the maturity of the securities. Amount of € 1.793 thous., amortised for the
period 27.3.2015 until 31.12.2015 has been chai@dtke income statement.

The capital securities were issued with a floatitigrest rate plus margin, which is set at the
beginning of each interest period and is applicébbbat specific period.

The applicable rate for outstanding capital isvefin the table below:

Date of issue  Capital outstanding Interest base Margin
€000
29.5.2006 1.100 Euribor 6m 3%
22.12.2006 250 Euribor 6m 0,36%
17.3.2008 1.200 Euribor 6m 1,5%
12.12.2008 810 Euribor 3m 3,5%
22.12.2009 3.900 Euribor 3m 1,45%
3.3.2011 16.000 Euribor 3m 2,16%

Total 23.260
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25. SUBORDINATED BONDS (cont.)
Subordinated bonds at amortised cost (cont.)

Non Listed (cont.)

The capital securities are not secured and in @blsguidation, their repayment follows in priority
the repayment of the Bank's depositors and othegations.

The bonds are due by 2021 and the repayment eidimenal value is shown below:

.82.2015
€ 000
Within one year 2.020
1to 3 years 3.940
Over 3 years 17.300
Total 23.260

26. OTHER LIABILITIES

31.12.2015 31.12.2014

€000 €000
Accrued expenses 3.847 5.416
Provisions for litigation and arbitration (Note. i) 50 77
Other payables 10.551 9.926
Amounts due to Alpha Bank Group companies (Note 40 2.933 7.389
Taxes payables on behalf of clients 912 1.435
18.293 24.243
(i) Provisions for litigation and arbitration
2015 2014
€000 €000
1 January 77 265
Reversal for the year (30) (216)
Provision for the year - 28
Provision from the acquisition of Emporiki Bank 3 -
31 December 0 77

The Bank, in the ordinary course of business, def@ndant in claims from customers and other
lawsuits. According to the estimations of the ledapartment, the ultimate settlement is not
expected to have a material effect on the finangisition or the operations of the Bank. The
Bank on 31.12.2015 has recorded a provision fodipgnlegal cases amounting to €50 thous.
which is included in “Other Liabilities”
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27. SHARE CAPITAL

2015 2014
Number of €000 Number of €000
shares shares
Authorised
31 December
(Ordinary shares of €0,85 each) 600.000.000 510.000 600.000.000 510.000

Issued and fully paid

1 January 159.500.000  135.575159.500.000 135.575
Issue of shares 14.974.178 12.728 - -
31 December (Ordinary shares of

€0,85 each) 174.474.178  148.303159.500.000 135.575

On March 1, 2015 the Bank completed the acquisitibt00% of shares constituting the issued
share capital of Emporiki Bank Cyprus Ltd and beedhe sole shareholder.

The acquisition was effected with an increase efBank’s share capital on March 30, 2015 and
the issuance of 14.974.178 new ordinary sharesonfimal value €0,85 each, totaling €12.728
thousand. The shares granted as considerationgtngxshareholders of Emporiki Bank Cyprus
Ltd at a price of €2,66. The difference between ribeninal value and the issue price totaling
€27.132 thous. was credited to the account "ShamiBm" in Equity. (Note 29)

As a result of the capital increase, the compasitibthe share capital changed as below:

Shareholder Structure 31.12.2015

Shareholder Number of share: %
1. Alpha Bank AE 172.255.698 98,73
2. Emporiki Venture Capital Develope 1.163.835 0,67
Markets Ltd
3. Emporiki Venture Capital Emergin 1.054.645 0,60
Markets Ltd
Total 174.474.178 100.00

The new shareholders Emporiki Venture Capital Dewetl Markets Ltd and Emporiki Venture
Capital Emerging Markets Ltd are fully controlleklD0%) by Alpha Bank AE.

Shareholder Structure 31.12.2014

Shareholder Number of share: %

o

1. Alpha Bank AE 159.500.000 1
Total 159.500.000 1
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28. CONVERTIBLE CAPITAL SECURITIES

31.12.2015 31.12.2014
€000 €000

(o3}

Issue of convertible capital securities 4.000 64.000

On the ' November 2013, the Bank issued 75.294.118 perpetravertible capital securities
with no maturity with nominal value €0,85 each g¥hwere purchased by the parent company
Alpha Bank S.A.

Convertible capital securities bear a fixed annngrest of 7% which is payable on the 30
September each year.

The Bank may at its sole discretion at all timdsecteto cancel an interest payment on a non-
cumulative basis. Cancellation of a coupon paynue@s not constitute an event of default of
interest payment, and does not entitle the holwepetition for the insolvency of the Bank.

The Bank has cancelled the payment of intere20@d and 2015.

The convertible capital securities may be redeeraedhe discretion of the Bank subject to the
prior approval of the Central Bank of Cyprus, atithnominal value including any accrued
interest but excluding any interest payment presiypgancelled, at 30 September 2019 or at any
subsequent interest payment date.

Mandatory cancellation of interest payment shalllyaphen:

» The Bank fails to comply with the minimum capitatjuirements set by the Central Bank
of Cyprus for credit institutions operating in Cyprin the Directive on the calculation of
the capital requirements and large exposures, asded or replaced, or

» The Bank has insufficient distributable items tckean interest payment, or

= The Central Bank of Cyprus may require, in its stikeretion, at any time the Bank to
cancel interest payments.

The convertible capital securities are obligataygverted into ordinary shares of the Bank on
the occurrence of a contingency event or a vighditent. The conversion price is constant
and cannot be lower than the nominal value of thek& ordinary shares.

These financial instruments are classified as ggag the Bank does not have a contractual
obligation to repay the holder in cash or othemfiicial asset. The convertible capital
securities are classified as Tier 1 capital for pnepose of calculating the capital adequacy
ratio.
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29. SHARE PREMIUM

2015 2014
€000 €000
Opening balance 1 January 63.335 63.335
Changes for the period 1.1 -31.12
Share capital increase 27.132 -
Total 27.132 -
Balance 31 December 90.467 63.335

On March 30, 2015 the Bank issued14.974.178 newnanyl shares of nominal value €0,85 each,
at a price of €2,66. The difference between theinahvalue and the issue price totaling €27.132
thous. was credited to the account "Share Preminr&tjuity.

30. RESERVES
a) Available for sale investments
Investments revaluation reserve is not distrib@alblowever in case of disposal of revalued

investments, any balance of the surplus on revialuathich belongs to the disposed investments
which is included in the investments revaluatioserge, is transferred to retained earnings.

2015 2014
€000 €000
Opening balance 1 January (439) (79)
Changes for the period 1.1 -31.12
Revaluation of investments available for sale 476 (323)
Transfer to retained earnings (22) (37)
Total 455 (360)
Balance 31 December 16 (439)
b) Reserve from the conversion of share capital
2015 2014
€000 €000
Balance 31 December 600 600

Reserves total (at+b) 616 161
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31. RETAINED EARNINGS

The revenue reserve (retained earnings) is disadfiber according to the requirements of the
Company Law, Cap. 113.

Companies which do not distribute 70% of their jpsoffter tax, as determined by the Special
Defence contribution Law, during the two years raftee end of taxable year that the profits are
reported, it will be considered that they haverthsted this amount as dividend. Special defence
contribution of 17% from 2014 and afterwards wile lpayable on the deemed dividend
distribution at the extent which owners (individuand companies) at the end of the two year
period after the end of taxable year that the fwafte reported, are taxable Cyprus residents. The
amount of deemed distribution of dividends is rextliby any realised dividend that has already
been distributed for the year during which the psofire reported. The special defence
contribution is paid by the Company for the accafrihe owners.

The above requirements of the Law are not appligtié case of the Bank, due to the fact that its
owners are not residents in Cyprus for tax purposes
32. CONTINGENT LIABILITIES AND COMMITMENTS

32.1 OFF BALANCE SHEET LIABILITIES
31.12.2015 31.12.2014

€000 €000

Contingent liabilities
Bank guarantees 51.922 51.763
Commitments
Letters of credit and letters of guarantees 5.462 7.552
Undrawn credit facilities 135.184 154.258

140.646 161.810
Total off balance sheet liabilities 192.568 213.573

Documentary credits and letters of guarantee amallyscompensated through respective third
party liabilities.

Documentary credits which are in the form of lestef credit relating to imports/exports commit

the Bank to make payments to third parties on ptdo of documents and provided that the
terms of the documentary credit are satisfied. fEpayment by the customer is due immediately
or within up to six months.

Loan and facility limits that have been approvet fmt utilized by clients represent a contractual
obligation. These limits are granted for a spedifne period and may be cancelled by the Bank at
any time by giving notice to the customer.

The exposure of the Bank to credit risk is disatbigenote 35 of the financial statements.
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32.1 OFF BALANCE SHEET LIABILITIES  (cont.)

31.12.2014

Exposure to credit risk relating to
off balance sheet items:

Letters of guarantee, letters of credit and
other guarantees 4.265 1.558 16.999 27.931 610 7.035 917 59.315
Undrawn credit facilities 9.255 15.995 34.288 12.539 .669 30.218 47.294 154.258

Total 13.520 17.553 51.287 40.470 5.279 37.253 48.211 213.573
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32.2 LEASE COMMITMENTS

The minimum future commitments of leases per thedeagreements that expire at different dates
up to 2032 are as follows:
31.12.2015 31.12.2014

€000 €000
Within one year 1.377 1.471
Between one to five years 4.936 4.473
More than five years 5.132 4.525
11.445 10.469

32.3 LEGAL

As at 31 December 2015, there were pending libgatiagainst the Bank in connection with its

activities. Based on legal advice, the Board ofeBtiors proceeded to a provision for litigation

issues (note 26) or to a provision for impairmeintdaubtful debts for some of these cases in the
financial statements, where it is expected thaBiduek will suffer loss.

Apart from the above there are no pending litigagjaclaims or assessments against the Bank or
court decisions where the outcome of which wouldeha material effecton the financial
statements apart from those already provided for.

324 TAX

The Bank has been tax reviewed up until 2007 araliigently in the process of being reviewed
for the years 2008-2011. As the tax review coulteptally not recognize the productivity of
certain expenses, it is likely that further tax Idoloe imposed regarding those years not reviewed
by the tax authorities.

32.5 CAPITAL EXPENDITURE
As at 31 December 2015, the Bank’s commitmentsdpital expenditure for which no provision
has been made in the financial statements amounte&828 thous. (2014: €880 thous.) and

represents additional work performed for the nevadH®ffice buildings and for the cost of
refurbishment of new branches.
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33. CASH AND CASH EQUIVALENTS

For the purpose of the statement of cash flows, cheh and cash equivalents includes the
following:

31.12.2015 31.12.2014

Note €000 €000
Cash and balances with Central Banks 13 349.757 74.865
Due from banks 14 58.814 220.436
Due to banks (113.134) (40.083)
295.437 255.218

34. SEGMENT INFORMATION

The Bank, in assessing the presentation of infoomalby operating segment and taking into
consideration the information that the Bank’s Dioes receive, who are responsible for the
allocation of resources and assessing the perfaenar its banking sectors, identified the
following operating segments:

Retail Banking
Corporate Banking
Treasury

Other

The below table presents the income, expenses,irimgyat losses, profit/(loss) before tax and
certain information on assets and liabilities welgard to the above segments.

1.1-82.2015
Retail Corporate
Banking Banking Treasury Other Total

€000 €000 €000 €000 €000
Net interest income 70.583 33.365 2.078 106.026
Net fee and commission
income 7.137 1.642 (278) 8.501
Other income 2.256 222 (4.443) = (1.965)
Total income 79.976 35.229 (2.365) (278) 112.562
Total expenses (22.691) (10.135) - (24.833) (57.659)
Impairment losses and
provisions to cover credit risk  (83.743)  (15.858) - - (99.601)
(Loss)/profit before income
tax (26.458) 9.236 (2.365) (25.111) (44.698)
Assets 31.12.2015 1.220.280 816.267 507.129 45.146 2.588.822
Liabilities 31.12.2015 1.704.873 146.916  260.730 35.006 2.147.525
Capital expenditure 597 294 - 706 1.597

Depreciation and amortizatio 813 400 - 961 2.174
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34. SEGMENT INFORMATION (cont.)

1.1.-31.2014*
Retail Corporate
Banking  Banking Treasury  Other Total

€000 €000 €000 €000 €000
Net interest income 53.015 55.340 5.739 - 114.094
Net fee and commission
income 7.950 1.455 - - 9.405
Other income - - 1.862 - 1.862
Total income 60.965 56.795 7.601 - 125.361
Total expenses (21.500) (9.026) - (26.292) (56.818)
Impairment losses and
provisions to cover credit risk  (78.615) (76.505) - - (155.120)
(Loss)/profit before income
tax (39.150) (28.736) 7.601 (26.292) (86.577)
Assets 31.12.2014 1.484.455 1.162.185 636.875 44256  3.327.771
Liabilities 31.12.2014 1.910.110 185.352 754.000 33.364 2.882.826
Capital expenditure 638 245 - 680 1.563
Depreciation and amortizatior 848 327 - 906 2.081

Retail Banking

Includes all individuals (Retail banking customerpofessionals and small businesses, who are
operating in Cyprus and abroad. Through its brametwork it manages all deposit products,
consumer mortgage products and corporate loansdiig products, letters of guarantee, letters
of credit , and debit and credit cards of the abmmastomers.

Corporate Banking
Includes all Medium and Large Businesses who aegatimg in Cyprus. It manages all liquidity
products, corporate loans, and letters of guaraatatletters of credit of the above businesses.

Treasury
Includes the activity of the Dealing Room on thieibank markets (FX Swaps, Bonds, Inter-bank
placements — loans etc.)

Other
Includes the operating expenses of the Managerhabtate not classified to other sectors of the
Bank.

* The segment reporting of 2014 has been adjustethke account of the revised application of thends Transfer Pricing»
methodology of 2015, by which Finance Centrehef bank , ie the Treasury, has a zero benefit fterrole as intermediary in the
aquisition and distribution of liquidity.
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35. RISK MANAGEMENT

Alpha Bank Cyprus Limited, is adhering to the peions of Basel lll, as these are adopted by
the European Directives, and the Central Bankgir@s Directive on Corporate Governance.
The Bank being a member of Alpha Bank Group, opsratithin the framework and procedures
of risk management of the Alpha Bank Group.

The structure of the Risk Management function isedaon the Risk Management Policy
framework that Alpha Bank Group has developedaint at:

e Compliance with the instructions of the supervisbogies with regards to setting a policy
for the acceptance, follow up and management afyavsk.

¢ Improvement in the management of the actions tak@mevent and minimize risks.

o Effective capital planning in order to cover theks undertaken.

Within the above framework, the Group has estabtigholicy manuals and Procedures in specific
areas relating to risk management such as:

credit risk

loan impairment,

market risk,

management of assets — liabilities,
operational risk,

regulatory compliance, and

capital management

The above policies are specific and are incorpdrat® the procedures of the Bank, taking into
account account international best practices agdlagory requirements of the domestic and
European supervisory framework.

The Board of Directors and the Risk Management Citteen are responsible for the risk
assessment and the coordination of activities reduifor their management, through the
supervision of the strategy and the procedureskfnanagement.

The Bank operates an independent Risk Managemdhivdnse main responsibility is to design
and implement effective methods of identificatiamgeasurement and management of risks
undertaken.

The Unit has the following departments:

e Credit Risk
o Market Risk and Liquidity Risk
o Operational Risk
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35. RISK MANAGEMENT (cont.)
35.1 Credit Risk

Credit Risk refers to the potential risk that thanB may face derived from the inability of
creditors or contracting parties to promptly méeiirt repayment obligations or to fully repay their
obligations as per terms of contractual agreements.

The Bank reduces credit risk with the diversifioatdf the lending portfolio to different sectors of

the economy and categories of clients. It is ntitedi the diversification between different sectors
of the economy is limited due to the small size #imel special characteristics of the Cyprus
economy. Diversification between different catég®iof clients is achieved to the extent possible
following the setting of upper credit limits to indluals and groups. Through compliance with

the internal procedures of the Bank and throughaith@ption of systems for the approval and
control of the loans, the losses arising from dreidk are minimized to the greatest extent
possible.

The procedures followed include among others, ass&st of customers’ repayment ability, they

describe the stages that have to be followed fr@rpteparation and submission of the customer’s
request to the appropriate approval authority &fital approval and implementation. Included in

the procedures is the monitoring of customers ausoand the transactional behavior following

the disbursement. The procedures are constantigwed in order to enhance standardization,
measurement and management of credit risk .

Facilities are authorized by Committees, the lefelvhom, is subject to amount of exposure,

type, rating of customer, product and collaterdde Tredit policy of the Bank is in line with the
Alpha Bank Group policy and the regulations of @entral Bank of Cyprus.
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35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)
Measuring credit risk and internal ratings

Important tools that are being used for the loppraval process as well as for the credit quality
classification of the loan portfolio, are the ratiof the credit worthiness of the borrower.

The purpose of the credit rating system is to &stes probability of non-performance by creditors
to fulfill their obligations towards Alpha Bank Qip.

The Bank uses statistical models and credit evialuabols for businesses, as these are used
within Alpha Bank Group.

The rating systems used by the Group and the Benkha Alpha Bank Rating System (ABRS)
and Moody’s Risk Advisor (MRA) which incorporateri@us models (specimens) of credit risk
rating.

All existing and potential credit customers of Ba&nk and the companies of Alpha Bank Group
are assessed based on the suitable credit ratidglrand within the agreed timeframe.

The statistical confirmation of credit risk ratingodels is reviewed constantly in order to ensure
the maximum possible predictive capacity, in acano@ with international best practices and the
regulatory framework of risk management.

To assess the likelihood of default by the creditmirthe Bank and the companies of the Group,
the credit risk rating models evaluate a serigzsashmeters, which can be grouped as follows:

¢ Financial capabilities of the borrower (liquiditydicators, indebtedness etc).

¢ Comparative position of the borrower in the widevieonment in which they operate and
mainly in comparison to competing businesses irsgtme sector.

e Transactional behaviour of the creditor with theo@r and other third parties (debts in
arrears, adverse information etc.).

¢ Qualitative characteristics of the creditor (intggrand continuity of management,
suitability of property, plant and equipment etc).
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)
Debtors rating

Debtors are rated at the following credit riskmgs:
AA, A+, A, A-, BB+, BB, BB-, B+,B,B-, CC+, CC, CC-, C, D, DO, D1, DE,

For the purposes of completing the table «Asseli9ud Neither Past Due Nor Impaired Loans
and Advances to Customers », at the “High” rathrgrates AA, A+, A, A- and BB+ apply, at the
“Satisfactory” rating the rates BB, BB-, B+, B,,B2C+, and CC apply and at the “unrated and
under surveillance” (higher risk) CC- and loweplyp

The Bank has also developed statistical modelsdess applications which it has incorporated its
approval procedures.

An important mean of mitigating the credit riskhe use of collaterals from customers.

Collaterals include all kind of assets and rightkich are available to Alpha Bank Group, either
from the debtors creditors or from third partias,order to be used as complementary liquidity
sources of relative loans.

Furthermore, the Bank shall ensure that it contisiyo monitors the delays in non-performing
loans and takes the measures to contain them.vBees procedures are updated on a regular
basis geared towards flexibility and effectivenegth the aim of limiting credit risk.

Impairments:
Impairment policy

The Bank reviews loans and advances to customeosder to assess whether there is a need for
impairment which is recognized in comprehensiveoine. The Bank assesses whether there is
objective evidence of impairment in order to pratedth customers’ individual assessment for
impairment. The loan portfolio is assessed orviddial and collective basis.

Individual assessment for impairment

The Bank has defined as ‘significant for individagkessment’ customers loans that are managed
by the Wholesale Banking sector with facilitiesexcess of €300 thousands, related to associated
companies, and related to connected persons wgtlities over €1 mil. In addition, for Retall
Banking customers it has defined as ‘significant ifadividual assessment’ loans to customers
with facilities over €1 mil. and connected with tlh@ersons with facilities over €1 mil.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

Individual assessment for impairment(cont.)

The assessment for impairment is performed on geyhabasis, as follows:

The Bank assesses whether objective evidence doridinal assessment for impairment exists. The
process for identifying loans for impairment antireating their impairment provision consists of
the following steps:

¢ Identification of loans which will be individuallgssessed and for which events exist which
constitute objective evidence that an impairmess loas occurred.

¢ Impairment calculation on an individual basis foe toans identified in the previous step, as
the difference between the recoverable amountladarrying amount of the loan.

e Loans where no provision was made on the indivicaedis, will be examined under
collective impairment, based on similar credit ri$laracteristics.

Significant loans are assessed on an individuas lifasne of the following trigger events exists:

o Exposures exhibiting arrears / past due over 98 day

Non performing exposures (EBA Definition)

Rating of borrower CC- or worseThe exposure issifigsl as forborne non-performing
exposure

¢ Significant difficulty of the borrower to repay ttiparties obligations

¢ Significant deterioration of the financial positiand performance of the borrower

e Adverse developments in borrowers’ industry okloo

¢ Interventions and actions by regulatory bodies rajaithe borrower (Wholesale
customers)

e Interventions and actions by government authoriggsinst the borrower (Retail
customers)

e Breach of contractual or credit terms and cond#ifincludes non submission of
Financial Statements)

o Adverse changes in the shareholders’ structurde@mianagement of the company or
serious management issues/problems (Wholesalenceistp

e Occurrence of unforeseen, extreme events

e Permanent arrears and / or other problems to anoteenber of the group of the
borrower
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35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)
Collective assessment for impairment

For collective assessment for impairment purpobesfollowing categories for Wholesale and
Retail customers are examined:

¢ Loans with facilities less than those defined dadp&ndividually significant”.

¢ Loans which are individually significant and aret sabject to losses, during individual
assessment for impairments, are also collectivedgssed once they are grouped based on
similar credit risk characteristics

e Loans for which there are no triggers for impairinemd consequently are not
individually assessed, are categorized based dtasienedit risk characteristics.

Identifying specific loans with objective evidenmeimpairment loss to be recognized may lead to
a delay in recognition of loan impairment, whichshalready incurred. In this context, in
accordance with IAS 39, it is appropriate to reéagrnmpairment loss for those losses that have
been «incurred but not reported» (IBNR).

The identification of loans to be impaired and dlssessment of impairment includes the following
steps:
e Recognition of loans to be collectively assessed
o Calculation of impairment on a collective basistloé loans identified in the preceding
step
¢ |dentification of loans to be collectively assesded losses incurred but not reported
(HlBNR”)

For the provisions on collective assessment, thadare grouped based on similar credit risk
characteristics. The impairment amount is calcdldiased on the credit risk characteristics of
each group and the portfolio to which the borroveer loan belongs to. Simultaneously,
conditions/events which may potentially cause Ilsssel which are considered for impairment are
also examined. Statistical methods or empiriceéssment are used in determining provisions.

The assessment of the Wholesale Banking sectoerfermed on a customer basis and for the
Retail Banking sector on an accounts basis.

To determine the amount of the required provisiottse Bank needs to assess the amount and
timing of future cash flows. Such assessments asedon assumptions on a number of factors.
The assumptions include future changes in the valiube assets/recoverable amount as well as
the timeframe for liquidity purposes

Any changes to assumptions or differences betwasaongptions which were made and actual
differences could lead to significant changes &amount of the required provisions.
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35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)
Forbearance

Maintaining a healthy loan portfolio depends on doastant monitoring and assessment of the
borrowers in order to allow early detection of fetuiquidity problems, which could affect the
normal repayment of their obligations to the Aldank Group.

The credit tools which are normally used by the lB&r managing the liquidity problems that
borrowers are facing for repaying their obligaticex®e the restructuring of debt through the
renegotiation of the original terms and conditiohthe loan agreement they have entered into.

The existence of more favorable terms for renegngand modifying the terms and conditions of
the bilateral arrangement between the Bank andébéor (concession), who is facing or is about
to face difficulties in meeting his financial comiments (“financial difficulty”), are defined with
respect to:

o Difference in favour of the debtor between the rfiedi and the previous terms of the
contract; and

e Cases where a modified contract includes more fae terms than other debtors with a
similar risk profile could have obtained.

Regulation EU No. 575/2013 established the framkwior prudential requirements on the
management by credit institutions of loans arreacsnon-performing loans.

Based on the European Commission Regulation EWRP2%/of 9 January 2015 and the technical
standards implementation of the European Bankinthayity, the Bank and the Group undertake
the resulting obligations in relation to restruetitoans.

The restructuring of debtors is proposed for coajpex and viable borrowers who are
experiencing financial difficulties on the conditighat the restructuring will be effective and
viable in the long term, taking into considerattbe causes which resulted in financial difficulties
as well as the repayment capability of the borrowe

Henceforth, based on the above conditions the dpaent, quality and effectiveness of these
loans shall be monitored.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

DEFINITIONS:

The following definitions apply for the purposeaafmpleting the tables that follow:

Past Due Exposures
Past due exposures are defined as exposuresehabae than one (1) day past due.

Non Performing Exposures
An exposure is considered as non-performing whenabrthe following criteria is satisfied:

» Legal proceedings have commenced.

» The exposure is more than 90 days past due

» An exposure against which legal actions have badenaken by the bank

* The debtor is assessed as unlikely to pay its tcoddigations in full without realization of

collateral

» The exposure is classified as impaired

» The exposure is classified as forborne non-perfogmexposure, as defined in the
commission implementing Regulation (EU) 2015/223aruary 9, 2015.

Performing Exposures

An exposure is considered as performing when thewng criteria are met:

the exposure is less than 90 days past due;

no legal actions have been undertaken againskfiesare;

the situation of the debtor has improved to theemixtthat full repayment,
according to the original or when applicable thedified conditions, is likely to
be made

the exposure is not classified as impaired or

the exposure is classified as forborne performirgosure, as defined in the
aforementioned commission Implementing Regulati®)( 2015/227 of 9
January 2015.

 Forborne Loans

Loans with tolerating measures are defined as lodmsh include concessions towards the debtor
who is facing or is about to face difficulties ufflling its obligations.

* Unlikely to pay loans

Loans with ‘unlikely to pay’ indications are defthas loans which have been assessed as unlikely
to be repaid by the client without the liquidatioihtheir collateral, regardless of the existente o
any arrears or the number of days past due.
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35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)
Impaired Loans

Impaired loans are those loans defined as follows:

o Loans for which an impairment amount has been aféat following the individual
assessment for impairment;

e Loans in arrears more than 90 days or under legatepdings status, for which an
impairment amount has been allocated followingdbliective assessment for impairment;

e The loans of that have been marked as “non-perfmynoir forborne non performing”
regardless of the number of days in arrears.

¢ Loans marked as «Unlikely to pay» and are notiieaas over 90 days.

Accumulated impairment

For the purposes of the presentation of creditdisclosures , the accumulated provision for
impairment, includes the fair value adjustmenttfar loans and advances of Emporiki Bank
Cyprus Ltd portfolio which was acquired at faitue For the purpose of credit risk monitoring
this adjustment is considered as part of the piavés In note 17 «Loans and advances to
customers» this adjustment has been deductedth®tmalances before provision

Wholesale and Retail Banking credit facilities

Wholesale Banking credit facilities are includedech of the following categories subject to the
characteristics of the credit facility of the oladigas shown in the table below:

Portfolio Characteristics

: . _ _
Corporate Groups with turnover > €2,5 mil. or credi

Wholesale banking facility > €1 mil.
customers

Groups with turnover between €0,5 mil. axd

SME €2,5 mil. or credit facility between €150
thous. and €1 mil.

Credit facilities granted to customers with othkamacteristics other than those shown above fall
under the Retail Banking sector
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

FINANCIAL INSTRUMENTS CREDIT RISK

31.12.2015 31.12.2014
Exposure Exposure
before Net exposure before Net exposure
impairment Impairment to credit risk impairment Impairment to credit risk
€000 €000 €000 €000 €000 €000

A. Credit risk exposure relating to on
balance sheet items
Balances with central banks 339.981 - 339.981 63.451 - 63.451
Due from banks 58.814 - 58.814 220.436 - 220.436
Loans and advances to customers 2.834.792 798.246 2.036.547 3.438.92¢% 792.285 2.646.640
Derivative financial assets 2.885 - 2.885 1.279 - 1.279
Available for sale securities :
- Available for sale (government) 96.907 - 96.907 319.310 - 319.310
- Available for sale (other) 1.651 - 1.651 22.265 - 22.265
Total amount of balance sheet items
exposed to credit risk (a) 3.335.031 798.246 2.536.78¢& 4.065.66€ 792.285 3.273.381
Other balance sheet items not expos
to credit risk 52.037 - 52.037 54.390 - 54.390
Total assets 3.387.06¢ 798.246 2.588.822 4.120.05€ 792.285 3.327.771
B. Credit risk exposure relating to off
balance sheet items:
Letters of guarantee, letters of credit
and other guarantees 57.384 - 57.384 59.315 - 59.315
Undrawn loan agreements and credi
limits that cannot be recalled
(committed) 135.184 - 135.184 154.258 - 154.258
Total amount of off balance sheet
items exposed to credit risk (b) 192.568 - 192.568 213.573 - 213.573
Total credit risk exposure (a+hb) 3.527.59¢ 798.246 2.729.353 4.279.23¢ 792.285 3.486.954

The maximum credit risk to which the Bank is expbisedepicted in the column “Net exposure to crasi’.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

LOANS AND ADVANCES TO CUSTOMERS BY ASSET QUALITY (i mpaired or not impaired — impairment allowance — vdue of collateral)

31.12.2015
Non impaired Impaired Accumulated impairment
loans and advances loans and advances allowance
Neither past Past due
due nor but not Individually  Collectively Total gross Individually Collectively Total net Collateral
impaired impaired assessed assessed amount assessed assesses amount values
€000 €000 €000 €000 €000 €000 €000 €000 €000

Retail lending
Mortgage 443.196 72.403 84.484 740.444 1.340.527 38.301 311.666 990.560 986.384
Consumer 62.052 8.650 42.865 144.244 257.811 23.541 63.894 170.376 101.096
Credit cards 9.145 268 610 5.320 15.343 277 2.797 12.269 1.466
Small Business Loans 17.486 3.935 3.330 40.014 64.765 1.209 16.480 47.07¢€ 37.293

531.879 85.256 131.289 930.022 1.678.44€ 63.328 394.837 1.220.281 1.126.239
Corporate lending
Large 475.851 42.524 430.659 9.354 958.388 213.833 31.617 712.938 689.269
SME’s 18.723 17.532 137.840 23.396 197.491 78.127 16.442 102.922 108.997

494.574 60.056 568.499 32.750 1.155.87¢ 291.960 48.059 815.860 798.266
Public sector 46¢ - - - 46¢ - 62 40€ 468
Total 1.026.921 145.312 699.788 962.772 2.834.793 355.288 442.958 2.036.547 1.924.973

An amount of €59.514 thous. that is included iouaculated impairment allowance under “Collectivadgessed” relates to IBNR provisions. An amou260.271 thous. included
in impaired loans and advances relates to regtedloans less than 90 days past due.

The accumulated provision for impairment, relatethe fair value adjustment for the loans and adesiof Emporiki Bank Cyprus Ltd portfolio which svacquired at fair value. For
the purpose of credit risk monitoring this adjustinis considered as part of the provisions. I Gt «Loans and advances to customers» this edjoshas been deducted from the
balances before provision.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

LOANS AND ADVANCES TO CUSTOMERS BY ASSET QUALITY (i mpaired or not impaired — impairment allowance — vdue of collateral) (cont.)

31.12.2014
Non impaired Impaired Accumulated impairment
loans and advances loans and advances allowance
Neither past Past due
due nor but not Individually  Collectively Total gross Individually Collectively Total net Collateral
impaired impaired assessed assessed amount assessed assesses amount values
€000 €000 €000 €000 €000 €000 €000 €000 €000
Retail lending
Mortgage 582.883 123.890 63.052 853.389 1.623.214 24.214 315.956 1.283.044 1.287.673
Consumer 57.439 8.859 36.259 101.007 203.564 20.400 37.786 145.378 90.532
Credit cards 9.303 177 668 4.828 14.976 180 1.154 13.642 1.273
Small Business Loans 17.825 3.884 2.825 26.388 50.922 1.082 7.450 42.390 34.848
667.450 136.810 102.804 985.612 1.892.67€ 45.876 362.346 1.484.454 1.414.326
Corporate lending
Large 608.697 121.923 588.475 101.177 1.420.272 268.807 74.227 1.077.23¢ 1.126.976
SME'’s 21.457 4.407 80.111 19.227 125.202 35.292 5.704 84.206 94.045
630.154 126.330 668.586 120.404 1.545.474 304.099 79.931 1.161.444 1.221.021
Public sector 775 - - - 775 - 33 742 386
Total 1.298.37¢ 263.140 771.390 1.106.01€ 3.438.92E 349.975 442.310 2.646.64C 2.635.733

An amount of €114.143 thous. included in accunedlatnpairment allowance under “Collectively assdsselates to IBNR provisions. An amount of €120 64ous. is included in
impaired loans and advances relating to restredtimans less than 90 days past due.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

ANALYSIS OF NEITHER PAST DUE NOR

IMPAIRED LOANS AND ADVANCES TO

CUSTOMERS

Retail lending
Mortgage

Consumer

Credit cards

Small Business Loans

Corporate lending
Large
SME’s

Public sector

Total

Retail lending
Mortgage

Consumer

Credit cards

Small Business Loans

Corporate lending
Large
SME’s

Public sector

Total

Strong
€000

46.276
572
46.848

Strong
€000

4.892
451
5.343

5.343

31.12.2015
Total neither
Watch list past due nor
Satisfactory  (higher risk) impaired

€000 €000 €000
443.196 - 443.19¢
62.052 = 62.052
9.145 = 9.14F
17.486 17.48¢
531.879 531.87¢
292.168 137.407 475.851
8.979 9.172 18.723
301.14° 146.57¢ 494.574
46¢ 468
833.49: 146.57¢ 1.026.921

31.12.2014
Total neither
Watch list past due nor
Satisfactory  (higher risk) impaired

€000 €000 €000
582.883 - 582.883
57.439 - 57.439
9.303 - 9.303
17.825 - 17.825
667.450 - 667.450
369.040 234.765 608.697
10.999 10.007 21.457
380.039 244.772 630.154
775 - 775
1.048.264 244.772 1.298.37¢

Value of
collateral
€000

401.952
28.763
1.232
12.087
444.034

399.205
15.624
414.829

Value of
collateral
€000

510.997
29.568
941
12.827
554.333

545.145
20.440
565.585
386

1.120.304
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35.RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)

AGEING ANALYSIS OF PAST DUE BUT NOT IMPAIRED LOANS AND ADVANCES TO
CUSTOMERS BY PRODUCT LINE

31.12.2015
Retail Lending Corporate lending  Tota| past
Small tusines: due but not
Mortgage = Consumer Credit card loans Large SME’s impaired
€000 €000 €000 €000 €000 €000 €000
1 - 30 days 45.258 5.548 14C 2.225 6.170 1.766 61.107
31 - 60 days 19.567 1.622 83 541 14.562 822 37.197
61 - 90 days 7.578 1.480 45 1.169 2.389 2 12.663
91 - 180 days - - - - 3.661 633 4.294
181 - 360 days - - - - 269 591 860
> 360 days - - - 15.473 13.718 29.191
Total 72.40 8.650 26¢ 3.93 42.524 17.53. 145.312
Value of
collateral 62.259 3.434 2¢ 3.010 28.869 11.59 109.198
31.12.2014
Retail Lending Corporate lendin
Small Total past
business due but not
Mortgage Consumer Credit cards loans Large SME'’s impaired
€000 €000 €000 €000 €000 €000 €000
1 - 30 days 43.600 6.138 85 1.917 21.375 1.712 74.827
31 - 60 days 13.140 1.887 56 1.108 44.672 724 61.587
61 - 90 days 67.150 835 36 858 23.452 1.971 94.302
91 - 180 days - - - - 1 - 1
181 - 360 days - - - - 32.423 - 32.423
> 360 days - - - - - - -
Total 123.89( 8.85¢ 17i 3.88¢ 121.92¢ 4.40% 263.140
Value of
collateral 105.80! 3.58¢ 1¢ 3.19¢ 115.25¢ 3.742 231.596
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)
AGEING ANALYSIS OF IMPAIRED LOANS AND ADVANCES TO C USTOMERS BY PRODUCT

LINE

Without arrears
1 - 30 days

31 - 60 days
61 - 90 days
91 - 180 days
181 - 360 days
> 360 days

Net value of
impaired loans
and advances

Value of
collateral

Without arrears
1 - 30 days

31 - 60 days
61 - 90 days
91 - 180 days
181 - 360 days
> 360 days

Net value of
impaired loans
and advances

Value of collateral

31.12.2015

Retail lending

Corporate lendin

Small husines:

Mortgage Consumer Credit cards loans Large SME'’s

€000 €000 €000 €000 €000 €000
74.204 12.576 33 2.993 37.140 804
19.179 2.848 - 2.140 196 421
9.574 1.983 - 183 1.459 625
7.726 2.907 3 529 21.796 43
15.897 2.308 62 730 2.366 552
25.487 3.323 1.561 825 4.784 3.235
347.389 75.413 1.267 18.838 154.190 66.238
499.456 101.358 2.926 26.238 221.931 71.918
522.173 68.899 205 22.197 261.194 81.775

31.12.2014
Retail lendin¢ Corporate lendir
Small
business

Mortgage Consumer Credit card: loans Large SME'’s

€000 €000 €000 €000 €000 €000
154.093 12.934 286 1.793  121.442 4.934
13.461 2.485 16 1.173 1.452 60
5.284 948 15 297 6.631 -
15.373 884 49 482 12.444 451
106.276 3.279 65 734 4.444 3.151
46.802 19.568 2.207 6.034 94.443 11.96¢
287.349 43.217 1.548 11.120 160.378 39.693
628.638 83.315 4.186 21.633 401.234 60.258
670.872 57.381 315 18.827  466.575 69.864
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Total
Impaired
€000

127.750
24,784
13.824
33.004
21.915
39.215

663.335

Total
Impaired
€000

295.482
18.647
13.175
29.683

117.949

181.023

543.305

1.199.264

1.283.833
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)
MOVEMENT OF IMPAIRED LOANS AND ADVANCES TO CUSTOMER S BY PRODUCT LINE
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

MOVEMENT OF IMPAIRED LOANS AND ADVANCES TO CUSTOMER S BY PRODUCT LINE

Balance 1.1.2014

Value of loans categorized as impaired within
period

Value of loans removed from impaired category
Proceeds from impaired loans

Write off of impaired loans and advances
Disposal of impaired loans and advances
Exchange differences and other movement

Balance 31.12.2014
Accumulated impairment provision

Net value of impaired loans and
advances

2014
Retail Lending Corporate Lendin Total
Mortgages Consumer Credit cards Small Large SMEs
business businesses businesses
loans

€000 €000 €000 €000 €000 €000 €000
964.757 136.614 5.032 25.454 748.581 81.425 1.961.863
267.182 39.663 1.648 8.920 137.745 23.272 478.430
(241.581) (31.334) (870) (4.790) (114.775) (4.016) (397.366)
(20.333) (6.299) - (933) (11.915) (1.698) (41.178)
(84.953) (1.758) (138) (234) (5.449) (238) (92.770)
- - - - (72.915) - (72.915)
31.369 379 (175) 796 8.381 592 41.342
916.441 137.265 5.497 29.213 689.653 99.337 1.877.406
(287.803) (53.950) (1.311) (7.580) (288.419) (39.079) (678.142)
628.638 83.315 4.186 21.633 401.234 60.258 1.199.264
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

LOAN-TO-VALUE RATIO (LTV) OF MORTGAGE LENDING

< 50%

50% - 70%
71% - 80%
81% - 90%
91% - 100%
101% - 120%
121% - 150%
> 150%

Total exposure

Average LTV (%)

BREAKDOWN OF COLLATERAL AND GUARANTEES

Retail lending
Corporate lending
Public sector

Total

Retail lending
Corporate lending
Public sector

Total

Real estate
collateral
€000

1.092.57C
727.255

1.819.82¢

Real estate

collateral
€000
1.354.14¢
1.029.772

2.383.91i

Mortgage Loans

31.12.2015 31.12.2014
€000 €000
177.215 189.124
175.582 191.776
94.876 133.103
112.809 144.653
94.685 182.891
183.349 343.728
207.759 267.577
294.252 170.362
1.340.527 1.623.214
74.40% 77.70%
31.12.2015
Value of collateral received
Financial
collateral Other collaters Total
€000 €000 €000
29.780 3.889 1.126.239
55.950 15.061 798.266
390 468
86.120 19.02 1.924.973
31.12.2014
Value of collateral received
Financial Other
collateral collateral Total
€000 €000 €000
7.197 52.984 1.414.326
14.144 177.105 1.221.021
386 386
21.727 230.08¢9 2.635.733

The Bank has not received any collaterals it m#lyosee-assig

in case of no default by the debtor

95



35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)

REPOSSESSED COLLATERALS

. ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

Value of
collaterals
repossessed
31.12.2014

€000

Real Estate 559

of which in
2014

€000

31.12.2014

Balance Sheet balances

Accumulated

impairment

allowance of which in

31.12.2014 2014
€000 €000

Carrying amount of
collaterals
repossessed
31.12.2014

€000

559

Disposals
Net
Net disposal gain/(loss) on
Value disposal
€000 €000
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. ALPHA BANK ANNUAL FINANCIAL REPORT

35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)
LOANS AND ADVANCES TO CUSTOMERS, IMPAIRED LOANS, IM PAIRMENT ALLOWANCE BY PRODUCT LINE, INDUSTRY AND GE OGRAPHICAL
REGION

Note.: Accumulated impairment allowance includes losaesrired but not reported (IBNR). IBNR concerns fgmns for non-impaired loans and advances.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

LOANS AND ADVANCES TO CUSTOMERS, IMPAIRED LOANS, IM PAIRMENT ALLOWANCE BY PRODUCT LINE, INDUSTRY AND GE OGRAPHICAL

REGION (cont.)

31.12.2014

Retail lending

Mortgage

Consumer

Credit cards

Small business loans

Corporate lending

Financial institutions

Manufacturing

Real estate

Development

Construction

Wholesale and retail
trade

Transportation

Tourism

Services

Other sectors

Public sector

Total

Other countsge

Cyprus regce Ref Europe
. Accumulated . Accumulated . Accumulated . Accumulated
Gross amount ImgEliEs impairment (et ImgEliEs impairment Gross amount Irfoziires impairment (CElfesis Irfoziires impairment
amount P amount amount P amount P amount amount p

allowance allowance allowance allowance

€000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000
812.550 433.386 134.297 2.388 2.10¢ 489 992.617 614.536 256.668 85.121 38.394 16.768
556.354 278.198 69.942 2.006 1.831 407 984.342 601.989 254.675 80.512 34.424 15.146
191.241 121.854 54.542 352 26E 81 7.807 11.203 1.949 4.164 3.944 1.615
14.242 4.853 1.283 30 4 1 265 618 44 439 20 5
50.713 28.481 8.530 - - - 203 726 - 6 6 2
1.489.447 788.147 383.751 1.042 843 216 1 - - 54.984 - 63
17.127 5.112 3.168 - - - - - - - - -
53.259 29.042 15.926 - - - - - - 21.107 - -
215.986 69.119 37.748 - - - - - - - - -
878.766 543.382 255.406 843 843 200 - - - 2.080 - 63
112.635 68.467 32.551 - - - 1 - - 31.796 - -
10.695 2.171 1.569 - - - - - - - - -
117.791 32.871 13.208 - - - - - - - - -
81.775 37.155 24.073 199 - 16 - - - 1 - -
1.413 828 102 - - - - - - - - -
775 - 33 - - - - - - - - -
2.302.772 1.221.533 518.081 3.430 2.94: 705 992.618 614.536 256.668 140.105 38.394 16.831

Note.: Accumulated impairment allowance includes loseesrired but not reported (IBNR). IBNR concerns gmns for non-impaired loans and advances.
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

INTEREST INCOME RECOGNISED BY QUALITY OF LOANS AND ADVANCES

AND PRODUCT LINE

Retail lending
Corporate lending

Total interest income

Retail lending
Corporate lending
Public sector

Total interest income

Interest income on
non impaired loans

and advances
€000

29.298
23.470

52.768

Interest income on
non impaired loans

and advances
€000

32.338
54.760
40

87.138

31.12.2015

Interest income on
impaired loans and
advances

€000

58.232
31.253

00

9.485

31.12.2014

Interest income on
impaired loans and
advances

€000

41.273
32.341

Total interest
income
€000

87.530
54.723

142.253

Total interest
income
€000

73.611
87.101
40

160.752
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@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015
35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)

ANALYSIS OF FORBORNE LOANS AND ADVANCES TO CUSTOMER S

31.12.2015

Total amount

Total amount of forborne Forborne

of loans and loans and loans and

advances advances advances

€000 €000 (%)
Neither past due nor impaired
Past due but not impaired 1.026.921 219.770 21,40
Impaired 145.312 44.931 30,92
Total (before impairment) 1.662.560 482.475 29,02
Individual impairment allowance 2.834.793 747.176 26,36
Collective impairment allowance (355.288) (33.696) 9,48
Total net amount (442.958) (123.519) 27,88
2.036.547 589.961 28,97
Value of collateral 1.924.973 580.489 30,16
31.12.2014
Total amount

Total amount of forborne Forborne

of loans and loans and loans and

advances advances advances

€000 €000 (%)
Neither past due nor impaired

Past due but not impaired 1.298.379 342.240 26,36
Impaired 263.140 157.311 59,78
Total (before impairment) 1.877.406 609.194 32,45
Individual impairment allowance 3.438.925 1.108.745 32,24
Collective impairment allowance (349.975) (29.310) 8,37
Total net amount (442.310) (221.805) 50,15
2.646.640 857.630 32,40
Value of collateral 2.635.733 _878.585 33,33
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35. RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)

FORBORNE LOANS AND ADVANCES TO

CUSTOMERS BY TYPE OF

FORBEARANCE

Deferal of interest payment
Reduced payment schedule
Grace period

Extension of repayment schedule
Capitalisation of arrears

Partial write off of debt

Other

Total net value

Deferal of interest payment
Reduced payment schedule
Grace period

Extension of repayment schedule
Capitalisation of arrears

Partial write off of debt

Other

Total net value

31.12.2015
€000
2.235
52.246
151.902
14.123
228.458
105.518
35.479
_589.961

31.12.2014
€000
8.238
25.204
415.688
166.109
113.806
10.909
117.676
857.630

FORBORNE LOANS AND ADVANCES TO CUSTOMERS BY PRODUCT LINE

Retail lending
Mortgage

Consumer

Credit card

Small business loans

Corporate lending

Large
SME'’s

Total net value

31.12.2015 31.12.2014

€000 €000
429.086 696.206
48.215 37.498

- 1

11.281 7.797
488.582 741.502
94.632 111.197
6.747 4.931
101.379 116.128

589.961 857.630
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@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

FORBORNE LOANS AND ADVANCES TO CUSTOMERS BY GEOGRAPHIC AREA

Cyprus
Greece

Other European countries

Other countries
Total net value

Cyprus
Greece

Other European countries

Other countries
Total net value

OTHER RECEIVABLES

31.12.2015

AA-to AAA
A-to A+
Lower thanA-
Unrated

Not past due nor
impaired

31.12.2014

AA-to AAA
A-to A+
Lower thanA-
Unrated

Not past due nor
impaired

31.12.2015
"800
375.054
737
187.012
27.158
589.961
31.12.2014
"800
416.146
1.011
404.513
35.960
857.630
Deposits with Loans and Derivative financial Investments Total
Central Bank advances to instruments available for
of Cyprus financial sale
institutions
€000 €000 €000 €000 €000
- 285 - - 285
- 47.964 - - 47.964
339.981 10.565 2.885 96.901 450.338
- - - 1.651 1.651
339.981 58.814 2.885 98.55¢ 500.238
- 311 - 40.973 41.284
- 2.295 - - 2.295
63.451 217.830 1.279 298.951 581.511
- - - 1.651 1.651
63.451 220.436 1.279 341.575 626.741
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35. RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

AVAILABLE IN CENTRAL BANKS — ADVANCES TO CREDIT INS TITUTIONS — DERIVATIVE FINANCIAL INSTRUMENTS — BASE D ON CREDIT RATING

31.12.2015
Balances with Due from Derivative Investment Total
Central Bank of banks financial securities
Cyprus assets available for sale
€000 €000 €000 €000 €000
Not past due and not impaired 339.981 58.814 2.885 98.558 500.238
Past due but not impaired - - - - -
Impaired - - - - -
Exposure value before impairment 339.981 58.814 2.885 98.558 500.238
Less:
Accumulated impairments - - - - -
Net exposure value 339.981 58.814 2.885 98.558 500.238
31.12.2014
Balances with Derivative Investment Total
Due from . : .
Central Bank of financial securities
banks )
Cyprus €000 assets available for sale
€000 €000 €000 €000
Not past due and not impaired 63.451 220.436 1.279 341.575 626.741
Past due but not impaired - - - - -
Impaired - - - - -
Exposure value before impairment 63.451 220.436 1.279 341.575 626.741
Less:
Accumulated impairments - - - - -
Net exposure value 63.451 220.436 1.279 341.575 626.741

103



. ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

35.RISK MANAGEMENT (cont.)
35.1 Credit risk (cont.)

FINANCIAL ASSETS SUBJECT TO CREDIT RISK — Analysis by sector
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35 RISK MANAGEMENT (cont.)

35.1 Credit risk (cont.)

FINANCIAL ASSETS SUBJECT TO CREDIT RISK — Analysis by sector

Credit risk exposure associated with
balance sheet items:

Balances with Central Banks
Due from banks

Loans and advances to customers
Derivative financial assets

Investment securities available for sale

Total value of on balance sheet
items subject to credit risk (a)

Other on balance sheet items not
subject to credit risk

Total assets
Credit risk exposure related to off-
balance sheet items:

Letters of guarantee, Letters of Credit
Undrawn facilities and credit limits
that cannot be revoked

Total value of off balance sheet items
subject to credit risk (b)

Total value of exposure subject to
credit risk (a+b)

31.12.2014
Credit
institutions & Manufact Real estate Wholesale Other Individuals
other uring and developmen Construction and retail Public sector Transport Tourism e and small Total Provisions Total net value
financial crafts ts trade businesses
services
€000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000
63.451 - - - - - - - - - 63.451 - 63.451
220.436 - - - - - - - - - 220.436 - 220.436
17.127 74.366 215.986 881.688 144.431 775 10.696 117.791 83.388 1.892.677 3.438.925 792.285 2.646.640
1.279 - - - - - - - - - 1.279 - 1.279
22.265 - - - - 319.310 - - - - 341.575 - 341.575
324.558 74.366 215.986 881.688 144.431 320.085 10.696 117.791 83.388 1.892.677 4.065.666 792.285 3.273.381
54.390 - - - - - - - - - 54.390 - 54.390
378.948 74.366 215.986 881.688 144.431 320.085 10.696 117.791 83.388 1.892.677 4.120.056 792.285 3.327.771
4.265 1.558 48 16.952 27.931 34 145 610 6.855 917 59.315 - 59.315
9.256 15.995 5.150 29.138 12.539 113 6.850 4.668 23.255 47.294 154.258 - 154.258
13.521 17.553 5.198 46.090 40.470 147 6.995 5.278 30.110 48.211 213.573 - 213.573
338.078 91.919 221.184 927.778 184.902 320.232 17.691 123.069  113.498 1.940.888 4.279.238 792.285 3.486.953
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35. RISK MANAGEMENT (cont.)
35.2 Market risk

Market risk is the risk of loss in economic valueircome, that arises from unfavourable impact
in price or volatility that is observed in interesites, exchange rates, shares, bonds or
commodities.

The management policy followed for Market risk asdlvas the accepted limits are set by the Asset
and Liability Committee (ALCO), within which the &asury Division operates. The Asset and
Liability Committee acts within the parameters Isgtthe relevant policies of Alpha Bank Group
and in particular according to the Policy manuaild RBrocedures in areas of market risk and the
management of assets and liabilities.

The Bank has set limits for the following risks:

e Currency risk position for spot & forwards
e Interest rate risk
e Credit risk on interbank transactions and bonds

Positions held in these commodities are continyoominitored and assessed for percentage cover and
for any potential excess of current limits.

35.2.1 Interest rate risk

Interest rate risk arises from the different reatijient dates in the interest bearing assets and
liabilities of the Bank.

The Bank analyses the interest rate gaps for #mehperiod for each currency (interest rate gap
analysis) for all interest bearing elements ands ukés analysis to measure the effects of the
change in interest rates.

From the Interest Rate Gap Analysis and from th@iegtion of alternative scenarios regarding
the changes in market interest rates or changé®iBank’s base interest rates, the Bank is able to
calculate the immediate changes in net interegsinigcand equity relating to available for sale
securities. In the interest rate decrease scentr®@xhange is assessed up to a feasible point
(interest rate set to zero) in accordance witheffective yield curves per currency.

Interest rate variation Sensitivity for net interest Sensitivity of Equity
scenario income (€'000)
(parallel fall or rise in yield (€°000)
curves)
+100 basis points 10.360 -104
-100 basis points 3.880 0

35.2.2 Foreign currency risk

The Bank undertakes foreign currency risk due to ublatility of foreign exchange rates. The
open position per currency resulting from all opierss is managed centrally. Bank policy is that
positions are closed out promptly using spot or defivative transactions. All resulting open
positions are subject to the foreign currency fiskts that are set within the scope of policy-
making for financial risk management and monitored accordingly.
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35. RISK MANAGEMENT (cont.)
35.2 Market risk (cont.)

INTEREST RATE AND FOREIGN EXCHANGE RISK AT 31 DECEM BER 2015
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. ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015

35. RISK MANAGEMENT (cont.)
35.2 Market risk (cont.)

INTEREST RATE AND FOREIGN EXCHANGE RISK AT 31 DECEM BER 2015(cont.)
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35. RISK MANAGEMENT (cont.)
35.2 Market risk (cont.)

INTEREST RATE AND FOREIGN EXCHANGE RISK AT 31 DECEM BER 2015(cont.)

109



@ ALPHABANK FINANCIAL STATEMENTS OF ALPHA BANK CYPRUS LTD AS AT 31.12.2015
35. RISK MANAGEMENT (cont.)

35.2 Market risk (cont.)

INTEREST RATE AND FOREIGN EXCHANGE RISK AT 31 DECEM BER 2014

Non-

1 month 1 year More interest

Upto7 810 30 to 4106 7 to 12 to than bearing

Total days days 3 months months months 5 years 5years position
€000 €000 €000 €000 €000 €000 €000 €000 €000

CURRENCY - USD ($)

Cash - - o - - - - - -
Loans and advances to financial institutions 42 41 1 - - - - = -
Loans and advances to corporates 16 - 8 1 2 1 4 - -
Loans and advances to individuals 13 - 8 3 2 - - - -
Derivative financial assets 79 27 - 52 - - - = -
TOTAL ASSETS 15C 68 17 56 4 1 4 - -

Due to banks - = o - - - - - -
Due to customers 141 34 12 16 12 13 44 10 -
Derivative financial liabilities - - = = - - - - -

TOTAL LIABILITIES 141 34 12 16 12 13 44 10 =

NET POSITION IN USD 9 34 5 40 8) (12) (40) (10) -
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35. RISK MANAGEMENT (cont.)

35.2 Market risk (cont.)

INTEREST RATE AND FOREIGN EXCHANGE RISK AT 31 DECEM BER 2014(cont.)

Non-
1month 1 year More interest
Upto7 8 to 30 to 4t0 6 7 to 12 to than bearing
CURRENCY - EURO (€) Total days days 3 months months months  5years 5years position
€000 €000 €000 €000 €000 €000 €000 €000 €000
Cash 74.305 63.450 - - - - - - 10.855
Loans and advances to financial institutions 172.729 172.729 - - - - - - -
Investment securities available for sale 341.242 10.000 - 120.000 170.028 40.214 1.000 - -
Loans and advances to corporates 978.837 301.124 122.540 360.870 141.379 7.523 45.401 - -
Loans and advances to individuals 646.927 274.185 117.900 216.411 14.061 4608 19.762 - -
Derivative financial assets 923.609 16.633 - 331.920 410.201 164.855 - - -
TOTAL ASSETS 3.137.649 838.121 240.440 1.029.201 735.669 217.200 66.163 - 10.855
Due to banks 643.239 94.919 434.756 70.024 40.038 3.502 - - -
Due to customers 1.923.582 231.017 158.721 237.811 349.120 511.459 389.318 45,271 865
Subordinated bonds 100.256 - - 100.256 - - - - -
Derivative financial liabilities - - - - - - - - -
TOTAL LIABILITIES 2.667.077 325.936 593.477 408.091 389.158 514.961 389.318 45.271 865

NET POSITION IN EURO 470.572 512.185 (353.037) 621.110 346.511 (297.761)(323.155) (45.271) 9.990
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35. RISK MANAGEMENT (cont.)
35.2 Market risk (cont.)

INTEREST RATE AND FOREIGN EXCHANGE RISK AT 31 DECEM BER 2014(cont.)

Non-
1month 1 year More interest
Upto7 8 to 30 to 4t0 6 7 to 12 to than bearing
Total days days 3 months months months  5years 5years position

€000 €000 €000 €000 €000 €000 €000 €000 €000

CURRENCY — SWISS FRANC (CHF)

Cash 9 - - - - - - - 9
Loans and advances to financial institutions 1.825 1.825 - - - - - - -
Loans and advances to corporates 224.664 16.094 36.497 130.141 41.634 298 - - -
Loans and advances to individuals 671.410 56.387 377.277 195.969 37.571 4.206 - - -
Derivative financial assets - - - - - - - - -
TOTAL ASSETS 897.908 74.306 413.774 326.110 79.205 4.504 - - 9
Due to customers 1.877 114 3 7 1.511 22 176 44 -
Derivative financial liabilities 931.470 16.633 - 332.668 415.835 166.334 - - -
TOTAL LIABILITIES 933.347 16.747 3 332.675 417.346 166.356 176 44 -

NET POSITION IN SWISS FRANCS (35.439) 57.559  413.771  (6.565) (338.141) (161.852)  (176) (44) 9
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35. RISK MANAGEMENT (cont.)
35.3 Liquidity risk

Liquidity risk relates to the Bank’s ability to nmadin sufficient funds to cover its planned or egtdinary
obligations; that is the replacement of the exisfimds as they come due or withdrawn, or to mestioener
needs for further advances.

The political developments in Greece created teamyaignificant uncertainty which led to outflows o
deposits. These outflows, had been reduced dunamgecond semester of 2015. The Bank monitors the
maturity of its assets and liabilities and takesisuees to manage liquidity risk under the currenhemic
conditions. It also ensures that all regulatorydential liquidity ratios are met.
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35. RISK MANAGEMENT (cont.)

35.3 Liquidity risk

Liabilities are stated based on the estimated payme maturity.
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35. RISK MANAGEMENT (cont.)

35.3 Liquidity risk

With no fixed On demand 8 days to Between 3  More than 1 Total
maturity 0-7 days 3 months months and year
1 year

31.12.2014 €000 €000 €000 €000 €000 €000
Assets
Cash and balances with Central Bank of Cyprus - 11.411 63.454 - - 74.865
Due from banks - 218.667 1.769 - - 220.436
Loans and advances to customers 173.026 11.088 148.356 289.146 2.025.024 2.646.640
Investment securities available for sale 1.651 320.827 - - 19.097 341.575
Derivative financial assets - - - - 1.279 1.279
Other assets 3.707 - - - - 3.707
Total Assets 178.384 561.993 213.579 289.146 2.045.400 3.288.502
Liabilities
Subordinated bonds - - 712 2.138 107.125 109.975
Due to banks - 26.176 14.290 31.205 586.326 657.997
Due to customers - 106.717 455.482 939.552 607.869 2.109.620
Derivative financial liabilities - 8.865 - - - 8.865
Other liabilities 23.531 - - - - 23.531
Total liabilities 23.531 141.758 470.484 972.895 1.301.320 2.909.988
Off balance sheet items
Letter of guarantees - 2.647 11.716 32.156 6.837 53.356
Undrawn Credit facilities - 24.362 137.193 255 - 161.810

- 27.009 148.909 32.411 6.837 215.166

Liabilities are stated based on the estimated payore maturity.
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35. RISK MANAGEMENT (cont.)

35.4 Operational risk

Operational risk is defined as the risk of directimdirect losses arising either from internal
inadequate procedures and systems, human behawioather external factors, including legal
risk.

The Bank has implemented the Operational Risk Mamagt Framework as analysed in Alpha
Bank Group Policy. The basic pillars of this polane listed below:

the organisational structure to manage operatidsial

the collection and process of data relating to apanal risk events

the monitoring of key operational risk indicatonglie business activity sectors
The evaluation of the operational risk and the meitgation of risk mitigation action

Under this Framework, the Bank operates an OpetiBisk Management Committee which is
overseeing the implementation of the operatiorgt management policy of the Bank and its
activities and actions related to the effective agggment of operational risk.

Within the above framework, all data is recordedhi@ specialized system which is located at the
parent company Alpha Bank S.A. This is the to@dufor input and processing of operational risk
data that is classified according to banking afstisector as defined by Basel agreement

Simultaneously the Bank in cooperation with AlphenB Group has established a number of Risk
Indicators for which it collects data. These intlica help monitor operational risk.

In managing operational risk, structured self-assesits are conducted by business units as well
as infrastructure and support units with the ainidehtifying, recording, and evaluating potential
operational risk and action plans are drafted tonter it.

35.5 Regulatory compliance

The Bank operates an independent Regulatory ConggdiBivision as required by the provisions
of the Central Bank of Cyprus directive “FramewafkPrinciples of Operation and Criteria of
Assessment of Bank’s Organisational structure, rirdle Governance and Internal Control
Systems”.

The Compliance Division is administratively indedent of other units responsible for risk
management, or executive duties, or other audittdrmal audit duties. The division reports
directly to the Managing Director, is supervisedtbg Alpha Bank Group Compliance Head and
reports to the Board of Directors of the Bank thylo the Audit Committee.
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35. RISK MANAGEMENT (cont.)

35.5 Regulatory complianceécont.)

The aim of the Compliance Division is the prevemtand effective management of compliance
risks, according to the relevant compliance frammbw®&@egulatory Compliance Risk) that may
arise from the business activity of the financiadtitution. This can be achieved through the
establishment of adequate policies and processes, tlee adoption of recognition control,

monitoring mechanism of relevant controls, aimingtlze preservation of the integrity and

reputation of the Bank.

Additionally, through the Compliance officer, adided in the Central Bank for the “Prevention
of money laundering and terrorism financing”, ntglements appropriate procedures to ensure
timely and on-going compliance of the Bank with thepervisory framework, in relation to the
prevention of the financial system being used fonay laundering and terrorism financing.

35.6 Transfers — Pledge of financial assets

In 2015 the bank pledged “Loans and advances tomeass” of nominal values €260 mil. to

Alpha Bank AE to obtain liquidity. On 31.12.2014th were no commitments on the Bank's
assets.

35.7 Offsetting financial assets / liabilities

On 31 December 2015, there were no transactionsvifiich the Bankwas required to offset its
financial assets or financial liabilities in accande with the requirements of IAS 32.
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36. ECONOMIC ENVIRONMENT

Cyprus Economy

During the period 2013 - 2015 the Cypriot econompgrated under the three year adjustment
program which was agreed with the European Comamissgie European Central Bank and the
International Monetary Fund (collectively referitedas "Troika™) with which the Republic of
Cyprus secured its financial needs for the perjtbuan amount of 10 billion. Capital controls
were introduced from the start of the program iaréh 2013.

Despite the difficult internal and external econommnvironment, 2015 presented a positive growth
of 1.6% compared to a decline of 2.3% in 2014 &ad in 2013. The positive growth rates
occurred earlier than Troika’s projections. The Gb&eased in constant prices to €15.176 mil.
from €14.939 million in 2014. Moody's projects awth of 1.4% in 2016, which will be based on
the recovery of consumer spending and the strengiheof the services sector. According to
forecasts of the International Monetary Fund, thedict growth of 1.6% for 2016.

The resistance and growth of the Cyprus economititbuted mainly to the positive performance
of tourism and services sector, and to the deedetbor costs. Tourism increased in 2015 by
8.9% compared to 2014. The unstable political emvitent of competing destinations of Egypt
and Turkey impacted positively the growth of toorighn Cyprus. The construction sector, which
previously pushed the growth did not contributefisigntly enough. The Cyprus economy
continues to show negative inflation of 1.2% fod20Negative inflation of 1.7% occurred also in
2014. The reduction of Retail Price Index mainlgda the significant reduction in rent, prices of
domestic goods and petroleum products. In an emwiemt of weak economic activity, low
productivity with adjustments in salaries and laveryy prices, inflationary pressures are expected
to remain subdued in the short term. The IMF fos&eéor 2016 an inflation rate of 0.6%. Despite
the positive performance of the economy, and eragpng decrease in the unemployment rate by
7% in 2015, the overall unemployment rate rematrthe same high level as in 2013 (15.3% in
2015, 16.2% in 2014).

Unlike unemployment, confidence in the Cyprus eoonchas increased due to consecutive
positive assessments by the Troika. Fitch has degdraéhe Republic of Cyprus in October 2015
from B- to B + with a positive outlook. Moody's hapgraded Cyprus economy in November
2015 by two notches from B3 to B1 with stable ocoktloThe Republic of Cyprus, capitalizing the

positive reviews, successfully issued in Octobet52@ ten-year bond of € 1 billion with an

interest rate of 4.25% and in April 2015 a sevearybond of € 1 billion with 3.875% interest

rate.

Strict implementation of the provisions of the adjnent program resulted in the gradual
restoration of confidence in the economy thus rangwn April 2015 all capital restrictions
introduced in March 2013 to protect the economynficapital outflow. The abolishment assisted
the rise of investment interest from abroad withestment in banks’ shares and acquisitions of
retail companies.

The Cyprus economy benefited from the introductibthe Quantitative Easing program that was
announced by the European Central Bank as lorntgeaadjustment program was in force.
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36. ECONOMIC ENVIRONMENT (cont.)

Cyprus Economy (cont.)

According to the Ministry of Finance, the econoroigtiook is optimistic for the period 2016 -
2018 and it is estimated that medium term objestivél be met without further fiscal measures,
while the public debt will fall below the rate 000% in 2018. They project growth of 1.8% for
2016 and 2% for 2017. The 2016 Budget that has bpproved by the parliament is in balance.
Unemployment is expected to drop to 14,5% in 2@B62% in 2017 and 11,9% in 2018. At the
same time, inflation is projected in 2016 to insedo 0.9% driven by an increase in private
demand. For 2017 and 2018, the inflation rate peeted to rise to 1,3% and 1,5% respectively.

It is estimated by the Ministry of Finance that th@wvard trend of public debt will be reversed,
limiting it to 105,1% of GDP by the end of 2016 aedexpecting it to fall below 100% by 2018.
Specifically, for 2017, it is estimated that gawaent debt will be reduced to 102,6% of GDP, for
2018 it will be reduced to 96,2% of GDP and by ¢nel of 2020 is expected to decrease to 88,3%
of GDP.

External environment

The appreciation of US dollar and sterling pougdiast euro improved the competitiveness of
exports, services and tourism which increased 8%8n 2015.The low oil prices, the GDP growth
and the low inflation rate in the European Uniom éhe Eurozone support recovery through the
strengthening of foreign demand. The appreciatibthe Swiss franc against the Euro in early
2015 by 18% affected negatively the banks' loatf@ms. The appreciation was limited until the
end of 2015 to 10%. On the contrary, the apprematif the Euro against the Russian currency,
and the penalties imposed on Russia, adverselgtafferist arrivals and exports.

Cyprus benefits from the geopolitical developmentthe Middle East and the relations between
Russia and Turkey, since the cheaper competingstatdestinations of Egypt and Turkey are
considered dangerous. The economic environmentéed® and imposition of capital controls in
2015 creates uncertainties in the local environnthre to the traditional trade and economic
relations.
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36. ECONOMIC ENVIRONMENT (cont.)
Banking environment

The challenges of the financial sector, are prilpassociated with high rates of non-performing
loans and high private debt. Efforts have beesnsitied to restructure non-performing loans with
a view to improve banks' portfolios. At the sarnest, efforts to deleverage and reduce the size of
the banking sector have continued through theafadssets and withdrawal from other markets.

In 2015, for the first time since 2013, the incexhsonfidence on the banking system resulted in
increased customer deposits. In 2013, deposits weaeased drastically because of the
capitalisation of the banks with customer depod#ail in). Confidence in the banking system
gradually comes back as a result of the positivdopmance of the economy, the upgrade by
rating agencies and the elimination of all capstattrols.

Systemic banks are presenting high capital adequatdys (CET1) ranging from 12% - 16%.
During simulation exercises in crisis situationss{s stress) conducted in October 2015 by the
European Central Bank and the introduction of nbriet assumptions, it was revealed that local
systemic banks should further increase their pirawigor impairments by €1 billion. This was
successfully implemented at the end of 2015.

In 2015 interest rates decreased on both custoepsits and loans and advances. The decrease
was the result of the intervention of the CentrahB of Cyprus who imposes fines in the form of
capital when deposit rates offered are higher thaibor plus 200 basis points.

In December 2015, Moody's upgraded the prospedtsedbanking sector from negative to stable,
assessing that the difficult periods have passed.

For the first time, since January 2015 the systdbyipriot banks are under the supervision of the
European Supervisory Mechanism. This further enbsibe confidence on the banking system.
Additionally, since 1.1.2016, the banks are suiged/by the Single Resolution Board (SRB) who
has the responsibility to trigger the resolutiontlodé banks in case they experience insolvency
problems.
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36. ECONOMIC ENVIRONMENT (cont.)

Legal Framework

Through the implementation of the adjustment progthat was agreed with Troika, a number of
new laws have passed :

The Insolvency framework of natural persons whichfimks the procedures of
restructuring debts of individuals, to ensure tepayment of creditors and maintain,
where possible, the residency house. It also setrikeria for the cancellation of debts up
to €25,000.

The amendment of the Transfers and Mortgage immevabperty Law by which:

banking institutions have the right to dispose prtips without the intervention of
the government authorities

title deeds will be issued to buyers of integratedelopment projects, provided
they fully pay the agreed amount

The Law on Sale/Purchase of Credit Facilities byctvltredit institutions are granted the
right to dispose credit facilities to third partiggovided that the buyers obtain relevant
permission from Central Bank of Cyprus.

* The amendment to the Bankruptcy Law which moides the bankruptcy process of
natural persons. One of the major amendments mevitlat the bankrupt is restored
automatically after three years from the date eflihnkruptcy order.

» The amendment of the Companies Act which aims:

to modernize the dissolution of companies. The amemt states that a
liquidator can be appointed not only by the count hlso by the creditors.
Additionally, the liquidator may be an independditiensed professional
insolvency consultant.

to the establishment of a mechanism for the reiring of a company’s debts in
an effort to restore business activity and to @k viable businesses.
According to the provisions of the law, an indepamtdnsolvency consultant can
be appointed who will provide a settlement plaat till be examined by the
company's creditors and shareholders and be cadiby the court.

» The Law of Insolvency Consultants by which pinefession is regulated.
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36. ECONOMIC ENVIRONMENT (cont.)
Greek economy

The Greek economy, where the mother company o rspite the strong headwinds of the last
months of 2015, showed resilience that appears itgate the initially expected negative
conseqguences, due to the prolonged negotiatiorts tivé partners, the bank holiday and the
imposition of capital controls. That was the regtfiithe milder than expected consequences in the
economy from the restrictions in capital movemetits, significant increase of tourism activity
and the big decline in ol prices.

The adjustment programs implemented in Greece sid®, managed to address the main
macroeconomic and fiscal imbalances, despite dedaygs divergences. Specifically, the large
general government deficit narrowed while the ¥itotdl adjustment required was accomplished
(final target for a primary surplus of 3.5% of GEPBm 2018, as compared to a deficit of 10.1% of
GDP in 2009).

Moreover, the current account deficit narrowed,séssin competitiveness recouped and the
rigidities in labor market eased. Additionallywiis observed a notable restructuring in production
in favor of tradable goods and services and gelgerafavor of the more productive enterprises in
each economic sector. The new Loan Agreement Wélpartners, contributed significantly to the
decline in uncertainty and the restoration of aterfice.

Risks and uncertainties

The main risks that the banking sector is facinthésnon performing loans and the high level of
private sector debt that both remain an unstalol®fan the smooth growth of the economy.

The implementation of legislations regarding théspdsal of properties and the sale of loans
which are expected to be operational in 2016; prtibably enforce the borrowers to repay or
restructure their loans.

The completion of the adjustment program and thmiteation of supervision of the Cyprus

economy by the International Monetary Fund may teraaomplacency conditions related to
economic reforms, resulting in a negative impacthenratings of rating agencies resulting in a
delay of the efforts of the Cyprus Republic forugograde to investment grade.

Any final outcome of the political problem of Cypgrumight generate serious economic
consequences that cannot be predicted with certaint
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37. FAIR VALUE

The fair value represents the amount that an ewtityld have received upon the disposal of an
asset or the amount that the entity would have paatder to transfer a liability, in an ordinary
transaction between market participants, at theatin date.

The table below depicts the fair value of finanamstruments which measures fair value not based
on the fair value hierarchy assessment but insieam) amortizing method.

Fair value hierarchy of financial assets and liabities not measured at fair value

Financial assets

Loans and advances
to customers

Financial liabilities

Subordinated bonds
Due to customers

Financial assets

Loans and advances
to customers

Financial liabilities

Subordinated bonds
Due to customers

31.12.2015
Total fair Total book
Level 1 Level 2 Level 3 value value
€000 €000 €000 €000 €000
- - 1.976.37 1.976.376 2.036.547
- 54.000 - 54.000 116.334
- - 1.847.85. 1.847.853 1.851.788
31.12.2014
Total fair Total book
Level 1 Level 2 Level 3 value value
€000 €000 €000 €000 €000
- - 2.646.77! 2.646.775 2.646.640
- 60.643 - 60.643 100.256
- - 2.097.37. 2.097.371 2.095.462

The fair value of deposits and subordinated boadsliculated on the basis of interbank interest
rate curve after subtracting the margin of eache tgh deposit. The future cash flows are

discounted depending on the duration of the dejpositthe corresponding interest rates.

The fair value of loans is calculated on the baSiasterbank interest rate curve to which both the
liquidity premium and the credit risk spread ardextl

The fair value of all other financial assets arabilities measured at amortized cost does not
materially differ from the respective carrying amau
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37. FAIR VALUE (cont.)

Fair value hierarchy of financial assets and liabities measured at fair value

31.12.2015
Total fair
Level 1 Level 2 Level 3 value
€000 €000 €000 €000
Financial Assets
Investment securities availab
for sale - 96.907 1.651 98.558
Derivative financial assets - 2.885 - 2.885
Financial liabilities
Derivative financial liabilities - 379 - 379
31.12.2014
Total fair
Level 1 Level 2 Level 3 value
€000 €000 €000 €000
Financial Assets
Investment securities availab
for sale - 339.924 1.651 341.575
Derivative financial assets - 1.279 - 1.279
Financial liabilities
Derivative financial liabilities - 8.865 - 8.865

To determine the fair value of the investment ia tompany JCC Payments Systems Limited at
Level 3, the equity method has been used.

The various levels are defined as follows:
e Level 1 —quoted prices (unadjusted) in active rerkor identical assets or liabilities.
e Level 2 — inputs other than quoted prices incluitelbvel 1 that are observable for the
asset or liability, either directly (i.e. as priges indirectly (i.e. derived from prices).
o Level 3 — inputs for the asset or liability that arot based on observable market data
(unobservable inputs).
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37. FAIR VALUE (cont.)

The table below presents the reconciliation of dpening balance with the closing balance of fair
values categorized in Level 3 of the fair valueduiehy.

Investment
securities
available

for sale

€000
1 January 2014 1.651
Transfers To/From Level 3 -
Purchases/Disposals -
Changes in fair value -
31 December 2014 1.651

Throughout the period there were no transfersdoiftevel 3 hierarchy of fair values.
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38. CAPITAL ADEQUACY

The capital adequacy of the Bank is supervisedhbypairent company Alpha Bank S.A., which is
considered to be a significant credit institutiop the Single Supervisory Mechanism of the
European Central Bank. Supervision is overseengaleith the support of local supervisory
authorities. The Central Bank of Cyprus within tumtext of its supervisory role, has adopted the
European Guidelines for banking supervision.

Since 1 January 2014, a new regulation is in fdtnewn as CRR and a new directive known as
CRD IV, which constitute the European regulatiaasrfework in implementing Basel III.

CRR Regulation, which is binding on all membetedaof the European Union, defines the new
requirements with regard to capital, liquidity alederage. Furthermore, the regulation brings
changes in the definition of capital, the calcwlatiof risk weighted assets and introduces new
measures relating to the calculation of leveragkliguidity.

The CRD Directive, which should be adopted byhemember state, defines the capital buffers
and the minimum capital requirements which finahicigtitutions must maintain , as well as the
practices that should be followed in respect teegeance, compensations, and transparency. The
Central Bank of Cyprus, with a view to harmoniz¢haCRD IV, has proceeded to transfer the
provisions of the above Directive by amending Banking law and by introducing the new
Macro-Prudential Oversight Law of 2015. Based anNacro-Prudential Oversight Law of 2015,
which is in force from January 1, 2016, CentranBaf Cyprus has been declared as the
designated authority for the macro prudential suipem of the financial system.

The implementation of the regulation allows forransition period for some of the increased
capital requirements and other measures. The C&ark of Cyprus on 26 May 2014 set out the
transitional provisions in relation to own funds.dddition, on 29 May 2014, the Central Bank of
Cyprus has set the minimum capital requirement @n@on equity Tier | at 8%. The Central
Bank of Cyprus may require additional capital reguients for risks not fully covered by Pillar |
(Pillar 11). 1t is noted that Pillar 1l requirementepend on a specific point in time, thus they are
subject to change.

According to the provisions of the Macro-Pruden@alersight Law of 2015, the Central Bank of
Cyprus as the competent authority shall determima quarterly basis the levels of countercyclical
capital buffer, according to the methodology ddsatiin the Act. The Central Bank of Cyprus on
December 31, 2015 and March 3, 2016 has annouheedtountercyclical capital buffer for the
first two quarters of 2016 to 0%. Furthermore, @entral Bank of Cyprus as the competent
authority for the classification and calculationbafffer rate for other systemically important banks
(O-SlI). On 1.2.2016 the Central Bank of Cypruoinied the Bank that it has been classified as
another systemically important institution (Othes@mically Important Institution- O-Sll) with a
buffer rate of 0.5%. The O-SllI requirement is iempkented gradually over a period of 4 years,
starting from January 1, 2019.

The capital adequacy of the Bank on December 31526xceeds the minimum capital
requirements of Pillar | and Pillar II, allowingehBank a capital buffer. In early 2015, the
European Central Bank (ECB), has notified the Bainiks final decision on the minimum level of
total capital adequacy ratio required, on an orngbiasis.
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38. CAPITAL ADEQUACY (cont.)

The required ratio of Common equity Tieaccording to the requirements of Pillar | is 4e8%
and the additional requirement to cover Pillar #sndetermined by ECB to be 3,5% at December
31, 2013 while the transitional capital Tier lioalvas set at 5,5%. According to ECB's decision,
Common Equity Tier | ratio may decrease from priovis recognised since 3December 2013
up to 8%. As a result, the capital requirementsltieg from Pillar 1l are dynamic and subject to
change depending on the performance of the Bank.

The capital adequacy ratios according to CRR apdirdnsitional provisions as adopted by the
Central Bank of Cyprus on 31 December 2015 areysedlbelow:

31.12.2015 31.12.2014
€000 €000
Basellll Basellll
Regulatory Capital
Transitional Common Equity Tier | 370.175 378.352
Additional transitional Tier | 63.616 63.298
Total Tier | 433.791 441.650
Tier Il 63.061 67.778
Total transitional capital 496.852 509.428
Total risk weighted assets 2.119.784 2.507.784
Transitional Common Equity Tier | ratio 17,5% 15,1%
Transitional Tier | ratio 20,5% 17,6%
Transitional total capital adequacy ratio 23,4% 20,3%

39. PARTICIPATION OF DIRECTORS IN THE BANK'S SHARE CAPITAL

The Board of Directors members, their spouses lagid ¢hildren do not hold directly or indirectly
any interest in the Bank’s share capital in accocdawith article 60(4) of the Cyprus Stock
Exchange Law at 31 December 2015.

During the period covering from 31 December 2018 80 days before the notification for
convening the Annual General Meeting, there werumuations in the above ratios.
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40. RELATED PARTY TRANSACTIONS

All transactions with the board members, the keywaggment personnel and their related parties
are performed at arm’s length.

a) Transactions with Directors of the Board

31.12.2015 31.12.2014

€000 €000
Loans and advances to Board of Directors
members and related parties 1 585
Deposits by Board of Directors members and related
parties 36 655

From 1 January to
31.12.2015 31.12.2014
Non executive Directors
Board members fees 113 55

Executive Directors

Salaries and benefits 433 538
Social insurance contributions by employer etc. 18 29
Retirement benefits 9 17
Total remuneration for executive

directors 460 584

Credit facilities to executive and non-executiveectors, per director, do not exceed 1% of the
Bank’s net assets

b) Transactions with Key Management Personnel
The Bank considers the members of the Executivenatige as key management personnel.

31.12.2015 31.12.2014

€000 €000
Loans and advances to key management personnel
related parties 578 154
Deposits by key management personnel and related
parties 1.158 942

From 1 January to
31.12.2015 31.12.2014

Key management personnel

Salaries and benefits 631 472
Social insurance contributions by employer etc. 61 61
Retirement benefits 35 41

Total remuneration for key management personnel 127 574
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40. RELATED PARTY TRANSACTIONS (cont.)
(c) Transactions with parent company

During the year, the parent company Alpha Bank $#@s granted guarantees totaling €30.199
thous. (2014: €25.212 thous.) in relation to loand advances granted to specific clients.

31.12.2015 31.12.2014

€000 €000
Assets
Due from banks 9.838 173.751
Derivative financial assets 2.885 1.279
12.723 175.030
Liabilities
Due to banks (Note 23) 155.434 621.025
Derivative financial liabilities 379 8.865
Subordinate bonds 27.683 21.860
Convertible capital securities 64.000 64.000
Other liabilities 187 -
247.683 715.750
From 1 January to
31.12.2015 31.12.2014
€000 €000
Income
Interest and similar income 3.272 5.868
Gain financial transactions - 360
3.272 6.228
Expenses
Interest and similar income 1.622 4.898
Gain financial transactions 417 -
Staff costs 336 231
2.375 5.129

On 14.5.2015 the bank pledged in favor of AlphalBAR “Loans and advances to customers” as

collateral for liquidity obtained. On 31.12.201Betbook value of the collateral amounted to €260
mil.
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40. RELATED PARTY TRANSACTIONS (cont.)

(d) Transactions with Alpha Bank Group companies

31.12.2015 31.12.2014
€000 €000
Assets
Due from banks 35 16
Other assets 1.015 2
1.050 18
Liabilities
Due to banks (Note 23) - 140
Due to customers 230.611 22.235
Subordinate bonds 10.269 4913
Other liabilities 2.933 7.389
243.813 34.677

From 1 January to
31.12.2015 31.12.2014

€000 €000
Income
Interest and similar income 2 -
Fees and commission income - 745
Other income 562 -
564 745
Expenses
Interest expense and similar charges 1.356 853
Fees and commission expense - 24
Other expenses 87 837
1.443 1.714

No profit or loss arose from the transfer of l@amother companies of Alpha Bank Group (note
17).

(e) Transactions with the Hellenic Financial Staitity Fund (HFSF) and its subsidiaries

The Bank did not have any transactions with the [HBSits subsidiaries during the year 2015.
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41. ACQUISITION OF EMPORIKI BANK

The Board of Directors of the Bank, in a meetingolittook place on 19 December 2014 decided
that the Bank will purchase 100% of the sharetadfsiom companies of the Alpha Bank Group,
that hold the issued share capital of Emporiki B&yprus Limited, and then proceed with the
merger of Emporiki Bank Cyprus Limited with the Bahrough absorption.

On 1.3.2015 the Bank, implemented the decisiothieyBoard of Directors, and completed the
acquisition of 100% of the share capital of Empomank Cyprus Ltd after obtaining all
regulatory approvals.

The acquisition was effected with an increase efBank’s share capital on March 30, 2015 and
the issuance of 14.974.178 new ordinary shareowiimal value €0,85 each. The shares granted
as consideration to existing shareholders of Erkp&ank Cyprus Ltd at a price of €2,66. The
total value amounted to € 39.860 thousand.

On 27/3/2015 the operational and legal merger@hitio companies was completed.

The merged companies both before and after theisitign were companies under common
control, ie. under the control of Alpha Bank SA.heTaccounting policy of the Bank is the
accounting recognition of all business combinatiah&ir value in accordance with IFRS 3 even
in cases of companies that were already under comeoatrol. Applying the above policy,
negative goodwill on acquisition arises which bhasn regarded as a transaction with owners and
has been recognized in equity.

Emporiki Bank Cyprus Limited was founded in 19931 delonged to the Credit Agricole Group
S.A until 1/2/2013, on which date Alpha Bank S.Ataned control of Emporiki Bank S.A.
(parent company of Emporiki Bank Cyprus Limited)igbhresulted in Emporiki Bank Cyprus
Limited becoming a subsidiary company of Alpha B&R. On the date of acquisition by the
Bank, Emporiki Bank Cyprus Limited was operatinghm branches.

The benefits of absorption of Emporiki Bank Cyplisited focus on:
e the strengthening of Alpha Bank’s presence in tisall market,
e the acquisition of a loans portfolio with high coage of impairment provisions,
o the existence of important synergies relating teraping costs, financing costs and
revenue, which are expected to take place withiaettyears from completion of the
acquisition.

At the acquisition date (1.03.2015) of EmporikinReCyprus Ltd, net assets were valued at fair
value. Due to the short time between the acquisiiate (1.3.2015) and merger (27.03.2015), it is
estimated that any changes in the fair value ohtiteassets of Emporiki Bank Cyprus Ltd are not
significant and therefore no new valuation of tie¢ assets of Emporiki Bank Cyprus Ltd was
performed. The net assets of Emporiki Bank Cyprusrecognized on 31.3.2015,were adjusted
with the results of Emporiki Bank Cyprus Ltd. ftvetperiod 1.3.2015 - 31.03.2015.

The valuation at fair value of the net assets opé&iiki Bank Cyprus Limited has finalised on the
last quarter of 2015. From the final evaluation adgustments arose on the provisional fair values
which were recognized in the financial statemait81.03.2015. From the transaction and the
goodwill recognised, no tax liability arises.
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41. ACQUISITION OF EMPORIKI BANK (cont.)

The table below shows the fair values of the nete@sof Emporiki Bank Cyprus Ltd on the
merger date (27.3.2016) and recognized in the fishstatements of the Bank.

Fair value
€000

Assets
Cash and deposits with Central Bank 32.849
Due from banks 2.980
Loans and advances to customers 364.427
Derivative financial assets 112
Property, plant and & equipment 358
Intangible assets 29
Other assets 62
Total assets _400.817
Liabilities
Subordinate bonds 15.936
Due to banks 222.236
Deposits from customers 117.066
Derivative financial liability 4.142
Other liabilities 811
Total liabilities 360.191
Net assets 40.626
Consideration 39.860
Negative Goodwill 766

The negative goodwill of € 766 thous. has beengeized in Equity.

The table below shows the total revenue, expensgpi@-tax income results that would have
been incurred for the Bank if the merger with Eniidank Cyprus Ltd was occurred on
1.1.2015.

Bank results
1.1t031.12.2015 *

Total income 112.136
Total expenses (161.508)
Losses before tax (49.372)
Losses after tax (49.464)

* The amounts include the results of Emporiki B&yprus Ltd from 1.1 - 27.03.2015
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42. CORPORATE EVENTS

In December 2015 Visa Europe informed its membbmiathe forthcoming sale of 100% of its
share capital to Visa Inc. The sale, which is sttbje the required regulatory approvals, is
expected to be completed in the second quarted16.2The calculation of the transaction price is
based on the net income of Visa Europe which eamtbver has contributed for a specific period
of time. The transaction price was set at €16,kohil out of which €11,5 billion will be paid in
cash and €5 billion in preference shares. The Bahkecognize its attributable amount based on
its contribution to the net income of Visa Europe,the completion of the transaction in 2016.
Furthermore it is noted that within four years frme completion of the transaction, the members
are expected to receive a total amount of €4, Tohillepending on the net income which each
member will contribute during the period.

43. EVENTS AFTER THE BALANCE SHEET DATE

Voluntary Retirement Program

In order to achieve substantial benefits in operati costs, the Bank announced a Voluntary
Retirement Program. The program was in force fr@22016 to 24.3.2016. A total number of

247 employees applied for the program. The totahefcompensation will be € 31,3 million. The

annual estimated benefit will be €12,7 mil. No ghtions arise from the program for 2015.

Deposits Guarantee Scheme

On 11/2/2016 the parliament passed a law with kvkiie provisions of the European Directive
2014/49 are adopted, concerning the protection @fstomer deposits. The new legislation
provides for the contribution to the Deposits Gaéea Fund, with an aim to build a fund by 3 July
2024, equal to 0,8% of the covered deposits.

EU Directive 2014/59 concerning the recovery amhgion of financial institutions

On 11/2/2016 the parliament passed a law with whie provisions of the European Directive
2014/59 are adopted, concerning the recovery asolution of financial institutions. The new
legislation provides for the contribution to a Reson Fund with an aim to build a fund by
December 2024, equal to 1,0% of the covered depo$ie contributions of the financial
institutions will be based not only on the leveltbéir covered deposits but also on their risk
profile.

The financial statements were approved for issuin@yBoard of Directors of the Bank on
26 April 2016.
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Additional Risk Disclosures 2015
(Unaudited)
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Additional Risk Disclosures
(Unaudited)

According to the Central Bank of Cyprus Directivhigh entered into force on 21 February 2014,
“Loan Impairment and Provisioning Procedures” ficiah institutions should disclose specific
information regarding the quality of their loan golio. Tables A and B for 31.12.2015 and
31.12.2014 depict non performing loans accordiogthte reporting standards of European
Banking Authority (EBA) as these have been adopte€entral Bank of Cyprus since February
2015.

Tables A and B for 31.12.2015 and 31.12.2014 haenlprepared using different definitions to
those used for the preparation of note 35 “Rislndgment” and therefore these figures are not
comparable.

According to the EBA technical standards on Forleee and Non Performing exposures the
following definitions were used:

Definition of hon-performing exposure
An exposure is considered non-performing when:

e Itis materially past due more than 90 days (aaogrtb the materiality definitions given
by the Central Bank of Cyprus)

o The debtor is assessed as unlikely to pay its tcobtigations in full without realization
of collateral, regardless of the existence of aast pue amount or of the number of days
past due

e ltis considered as being in “default” according@R definition, or is considered as
impaired according to IFRS.

Exposures include all on and off balance sheevgx@s without the use of collaterals, excluding
held for trading exposures

Definition of forborne exposure

An exposure is considered forborne when:
o The forbearance measure includes concessionsdswadebtor facing or about to face

financial difficulties
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Additional risks disclosures (cont.)

(Unaudited)
LOAN PORTFOLIO ANALYSIS — TABLE A

31 December 2015

Total Credit Facilities Provision for impairment and fair value adjustiinen initial recognition

of which exposures with forbearance

of which exposures with forbearance

Gross Loans and  of which non measures Total e g measures
advanceb performing . . ri);?;\)lzlrcr)r?efr?tr performing . .
Exposures with of which non Exposures with of which non
forbearance measure: performing forbearance measure performing
€000 €000 €000 €000 €000 €000 €000 €000
General Governments 691 - - - 61 - - -
Other financial corporations 54.158 22121 10.366 1.94( 19.400 18.671 743 743
Non-financial corporations 1.162.658 693.833 131.284 103.97¢ 339.528 324.808 26.283 25.272
of which: Small and Medium-sized Enterprises 1.162.658 693.833 131.284 103.97¢ 339.528 324.808 26.283 25.272
of which: Commercial real estate 866.614 516.812 108.353 85.827 230.452 226.852 19.940 19.269
Non-financial corporations per sector 1.162.658 693.833 339.528
Construction 657.739 414.247 199.781
Wholesale and retail trade 145.884 85.369 48.084
Hotel and restaurants 89.149 41.327 11.821
Real estate 91.818 41.656 16.897
Manufacturing 62.810 41.728 22.093
Other 115.258 69.506 40.852
Households 1.617.286 1.019.311 605.584 413.69: 439.257 412.987 130.187 118.954
of which: Residential mortgage loans 1.430.233 894.780 565.768 379.87: 370.112 346.517 115.820 105.191
of which: credit for consumption 170.318 112.189 25.304 20.80( 53.598 51.379 6.032 5.390
Total 2.834.793 1.735.265 747.176 519.61: 798.246 756.464 157.215 144.969

1. Excluding loans and advances to central banks eedit énstitutions.
2. For the purposes of the presentation of aboveatiscks , the accumulated provision for impairmemiudes the fair value adjustment for the loand advances of Emporiki Bank Cyprus Ltd

portfolio which was acquired on its fair value drate. For the purpose of credit risk monitoring tidjustment is considered as part of the provisibmnote 17 «Loans and advances to customers»
this adjustment has been deducted from the baldrefese provision
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Additional Risk Disclosures (cont.)

(Unaudited)

ANALYSIS OF LOAN PORTFOLIO- TABLE A

31 December 2014

General Governments

Other financial corporations
Non-financial corporations

of which: Small and Medium-sized Enterprises
of which: Commercial real estate
Non-financial corporations per sector
Construction

Wholesale and retail trade

Hotel and restaurants

Real estate

Manufacturing

Other

Households

of which: Residential mortgage loans
of which: credit for consumption

Total

Total Credit Facilities

Gross Loans and
advanceb

€000

1.059
18.516
1.576.620
1.576.620
948.898
1.576.620
894.925
154.368
119.116
218.785
78.665
110.761
1.842.730
1.547.321
89.446
3.438.925

of which exposures with forbearance

of which non measures
performing
Exposures with of which non
forbearance measure performing
€000 €000 €000

6.138 956 66€

913.888 165.320 123.97¢

913.888 165.320 123.97¢

525.050 129.625 104.48¢
913.888
603.316
105.076
33.391
88.978
32.150
50.977

1.058.051 942.469 529.78t

889.201 816.615 454 .97(

47.876 19.122 15.82¢

1.978.077 1.108.745 654.42¢

Provision for impairment and fairwal adjustment on initial recognition

Total

provis_ion for

impairment
and fair value

on init_if_;\I
recognition
€000

38
3.353
388.766
388.766
207.189
388.766
258.568
33.594
13.359
36.128
16.565
30.552
400.128
319.352
15.138

792.285

of which non
performing

€000
1.693
346.874
346.874
207.189

343.189
271.288

14.326
691.756

of which exposures with forbearance

measures

Exposures with

forbearance measure

€000

122
36.399
36.399
27.583

214.593
172.345

4.583
251.114

of which non
performing

€000

102
29.076
29.076
22.805

166.286
130.956

4.226
195.464
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Additional Risk Disclosures (cont.)
(Unaudited)

LOAN PORTFOLIO ANALYSIS PER LOAN ORIGINATION DATE - TABLEB

31 December2015
t@bloans portfolio Loans to non-financial cporations Loans to other financial corporabns Laato households
Loan Gross loans Gross Gross
origination and Non performing Gross loans  Non performing loans and  Non performing loans and  Non performing
date advances exposures Provisions  and advances exposures Provisions advances exposures Provisions advances exposures Provisions
€'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000

Within 1
year 35.614 11.680 2.896 19.741 3.506 941 13 - 1 15.860 8.174 1.954
1-2years 85.941 52.952 21.270 26.242 16.059 4.898 187 135 107 59.512 36.758 16.265
2 - 3years 117.143 71.913 32.781 33.640 24.621 8.702 583 569 419 82.920 46.723 23.660
3 -5years 299.626 157.961 77.927 136.547 57.220 27.023 84 56 15 162.995 100.685 50.889
5 -7 years 424.767 303.477 139.601 177.829 140.514 67.822 2.183 1.673 793 244.755 161.290 70.986
7-10years 1.501.903 940.735 423.206 553.585 340.341 169.867 25.803 2.815 1.618 922.515 597.579 251.721
Over 10
years 369.108 196.547 100.502 215.074 111.572 60.275 25.305 16.873 16.445 128.729 68.102 23.782
Total 2.834.102 1.735.265 798.185 1.162.658 693.833 339.528 54.158 22.121 19.400 1.617.286 1.019.311 439.257
General
Governments 691 - 61
Total 2.834.793 1.735.265 798.246

For the purposes of the presentation of aboveatisoes, accumulated provision for impairment, idekithe fair value adjustment for the loans andhades of Emporiki Bank Cyprus Ltd portfolio

which was acquired on its fair value balance. fhar purpose of credit risk monitoring this adjustinigs considered as part of the provisions. In ridtecLoans and advances to customers» this
adjustment has been deducted from the balanceseh@fovision
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Additional Risk Disclosures (cont.)
(Unaudited)

LOAN PORTFOLIO ANALYSIS PER LOAN ORIGINATION DATE - TABLEB

31 December 2014

tébLoans Portfolio Loans to non-financial cporations Loans to other financial corporadns Loato households
Loan Gross Loans Gross Loans Gross Loans Non Gross Loans Loan Non
Origination and Non performing and Loan and performing and Originatio  Gross Loans and performing
date Advances exposures Provisions Advances Origination date  Advances exposures Provisions Advances n date Advances exposures
€'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000
Within 1
year 86.118 58.077 20.267 35.380 23.615 7.671 286 124 89 50.452 34.338 12.507
1-2years 79.508 48.206 19.088 28.971 16.120 7.609 686 497 363 49.851 31.589 11.115
2 - 3 years 165.047 88.809 31.174 92.447 39.467 14.555 1.906 - 259 70.694 49.342 16.360
3 -5years 419.527 272.040 94.626 248.696 182.910 63.192 2.224 2.157 422 168.533 86.972 31.012
5 -7 years 1.046.642 649.598 278.731 383.822 268.915 129.375 3.017 1.530 715 659.802 379.154 148.641
7-10years  1.372.500 755.197 297.321 590.939 307.839 124.935 4.962 1.448 677 776.304 445,910 171.703
Over 10
years 269.583 106.149 51.079 196.365 75.022 41.429 5.435 382 828 67.093 30.746 8.790
Total 3.437.866 1.978.077 792.247 1.576.620 913.888 388.766 18.516 6.138 3.353 1.842.730 1.058.051 400.128
General
Governments 1.059 - 38
Total 3.438.925 1.978.077 792.285
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Additional Risk Disclosures (cont.)
(Unaudited)

The table below presents the encumbered and unéecachassets of the Bank to the extent that
these assets are pledged for the financial neetiie dfank.

An asset is considered as encumbered if it has pleelged as collateral, either to obtain funding

or in any transaction that requests collateral.hSagset is no longer available for the bank to be
pledged as collateral or obtain funding.

CARRYING AND FAIR VALUE OF ENCUMBERED AND UNENCUMBE RED ASSETS

31 December 2015

Carrying amount Fair value of Carrying amount Fair value of
of encumbered encumbered of unencumbered unencumbered
assets assets assets assets
€000 €000 €000 €000
Assets
Equity instruments - - 1.651 1.651
Debt securities - - 96.907 96.907
Other assets 259.879 259.879 2.230.385 2.170.214
Total 259.879 2.328.943
31 December 2014
Carrying amount of Fair value of Carrying amount Fair value of
encumbered encumbered of unencumbered unencumbered
assets assets assets assets
€000 €000 €000 €000
Assets
Equity instruments - - 1.651 1.651
Debt securities - - 339.925 339.925
Other assets - 2.986.195 2.986.060

Total

3.327.771
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Additional Risk Disclosures (cont.)
(Unaudited)

CARRYING AND FAIR VALUE OF ENCUMBERED AND UNENCUMBE RED
COLLATERALS

31 December 2015

. Fair value
Fair value of
collaterals
encumbered .
. received or own
collateral received o
debt securities
or own debt

securities issued

issued available

for encumbrance

or own debt
securities issued

€000

€000 €000
Collaterals received by the Bank
Equity instruments - -
Debt securities - -
Other - -
Own debt securities issued other than own @alver
bonds or asset backed securities - -
Total - -
31 December 2014
. Fair value
Fair value of
collaterals
encumbered -
. received or own
collateral received

debt securities
issued available
for encumbrance

€000

Collaterals received by the Bank
Equity instruments - -
Debt securities - 75.243
Other -

Own debt securities issued other than own @&ml/er
bonds or asset backed securities -

Total - 75.243
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Additional Risk Disclosures (cont.)
(Unaudited)

ENCUMBERED ASSETS AND COLLATERALS RECEIVED BY THE B ANK AND
ASSOCIATED COMPANIES

31 December 2015

I\_/Iat_c_hlng Assets, collateral received and
liabilities, e
contingent own debt securities issued other
conting than covered bonds and Asset
liabilities or

" Backed Securities encumbered
securities lent

€000 €000
Carrying amount of selected financial liabilitie 70.958 |
Total __ 70.958
31 December 2014
I\_/Iat_c_hing Assets, collateral received and
liabilities, N
continaent own debt securities issued other
conting than covered bonds and Asset
liabilities or

" Backed Securities encumbered
securities lent

€000 €000

Carrying amount of selected financial liabilitie
Total
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