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The Board of Directors of Ancoria Bank Limited (WKH µCRPSDQ\¶ or WKH µBDQN¶) VXEPLWs to the 
shareholders its Management Report and the audited financial statements for the year ended 31 
December 2019. 
 
 
Incorporation 
The Company was incorporated in Cyprus on 20 August 2013 as a limited liability company under the 
Cyprus Companies Law, Cap.113. 
 
 
Principal activity 
The principal activity of the Company is the provision of banking services.  
 
On 14 October 2013, the Company filed an application with the Central Bank of Cyprus for a banking 
licence to enable the Company to operate as a Credit Institution under the Business of Credit 
Institutions Laws of 1997 and all amendments thereafter. 
 
On 3 November 2014, the banking licence was granted by the Central Bank of Cyprus, subject to 
certain conditions that needed to be fulfilled prior to the commencement of any banking operations. 
These conditions were fulfilled during 2015, and the Company began operations as a Credit Institution 
in the last quarter of 2015. 
 
 
Operating environment of the Bank and future developments 
The Board of Directors recognises the difficulties involved in predicting all developments which could 
have an impact on the Cyprus economy and consequently the effect, if any, that they could have on 
the future financial performance, cash flows and financial position of the Bank. The Board of Directors 
will closely monitor all future developments in the economic and political environment in which it 
operates and take appropriate measures. 
 
The Board of Directors is intensifying its efforts to develop the operations of the Bank in a manner 
consistent with the expectations of its stakeholders and regulators. As part of these efforts, amongst 
others, it has approved the revised 3-year business plan which will allow the Bank to fulfil its business 
objectives and become profitable. The revised business plan will enable the Bank to increase its 
operations substantially during this period and requires a share capital increase, for which the major 
shareholder of the parent company, Ancoria Investments Plc, has already committed to participate.  
 
Detailed information about the operating environment is set out in Note 36 to the financial statements. 
 
DXH WR WKH HPHUJHQFH RI WKH FRURQDYLUXV (µC29ID-19¶) LQ WKH ILUVW TXDUWHU RI 2020, ZKLFK VRRQ 
received pandemic characteristics by the World Health Organization, the smooth functioning of the 
world economy has been affected. This adds to an important factor of uncertainty both in terms of the 
evolution of macroeconomic aggregates and the ability of companies to operate under the restrictive 
measures imposed as a result.  
 
This development is expected to adversely affect the ability of borrowers to repay their obligations 
and, by analogy, the levels of expected credit risk losses. The financial impact depends to a 
considerable extent on the period of time this crisis will last and varies on a case-by-case basis as 
each sector of the economy is affected differently. These negative effects which are expected to affect 
the future plans of the Bank, cannot be determined or quantified at this stage. 
 
As the spread of COVID-19 and the measures taken against it did not take place within 2019, they are 
not impacting upon the results for the year ended 31 December 2019. More details in respect of 
COVID-19 developments, their assessment and measures taken by the BDQN¶V Panagement are 
GHVFULEHG IXUWKHU EHORZ XQGHU µEYHQWV DIWHU WKH UHSRUWLQJ GDWH¶ VHFWLRQ DQG LQ NRWH 38 WR WKH ILQDQFLDO 
statements. 
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Board of Directors 
The members of the Company's Board of Directors as at 31 December 2019 and as of the date of this 
report are presented on page 2. 
 
Other than the resignation of Ms Evgenia Christodoulou and the appointments of Mr Andreas C. 
Kritiotis (appointed Chairman in succession of Mr  Martin Eduard Philip Schenk), Ms Chloi Kyprianou 
Bohm and Mr Nicolas Prentzas, there were no other significant changes in the composition or 
distribution of responsibilities of the Board of Directors during the year ended 31 December 2019. 
Additionally, Mr Panayiotis Mavromichalis was appointed in office in 2020. 
 
In its efforts to discharge its duties effectively, the Board of Directors convened 10 times during 2019, 
ZKLOH WKH BRDUG RI DLUHFWRUV¶ CRPPLWWHHV FRQYHQHG DV IROORZV: 

� Audit Committee - 11 times 

� Risk Committee ± 7 times 

� Remunerations and Nominations Committee - 5 times 
 
In accordance with the Company's Articles of Association, all directors presently members of the 
Board continue in office until the next Annual General Meeting, at which time they shall retire and offer 
themselves for re-election if they so wish. 
 
 
Financial Results and Financial Position 
The Bank¶V UHVXOWV IRU WKH \HDU are set out on page 9. 
 
The main financial highlights of the Bank for year 2019 are as follows: 
  2019 2018 
  ¼ ¼ 
Profit or Loss   
Net interest income 3.460.348 1.529.952 

Operating income 4.067.572 1.893.811 

Loss before loss allowance (3.146.370) (4.945.935) 
Loss allowance (25.680) (190.208) 

Loss for the year before tax (3.172.050) (5.136.143) 

Loss for the year after tax (3.172.118) (5.136.336) 

LRVV SHU RUGLQDU\ VKDUH LQ LVVXH (¼)1 (31,41) (50,85) 
 
 
 
 
 
 
 
 
 
 
 

                                                      
 
1 Loss per ordinary share is calculated by dividing the loss for the year after tax by the weighted average number 
of ordinary shares outstanding during the period. 
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 2019 2018 
 ¼ ¼ 
Key Financial Position figures and ratios   
Customer deposits 224.584.481 159.561.260 
Loans and advances to customers (gross) 210.150.157 117.961.020 
Loans and advances to customers (net) 209.622.025 117.507.959 
Net loans to deposits ratio 93% 74% 
Loans in arrears over 90 days 206.918 4.142 
   
Common Equity Tier 1 Capital ratio 19,2% 37,7% 
Total Capital ratio 19,2% 37,7% 
Risk weighted assets 137.854.596 78.741.999 
 
 
Dividends 
In 2019, no dividends were paid or declared by the Bank (2018: ¼nil). 
 

 
Business Centres 
The Bank operates through three business centres located in Nicosia, Limassol and Larnaca. 
 
 
Information relating to share capital  
 
Authorised capital 
Under its Memorandum of Association, the Company fixed its authorised share capital at 1.000 
RUGLQDU\ VKDUHV RI QRPLQDO YDOXH RI ¼1 HDFK. 2Q 15 DHFHPEHU 2014, WKH CRPSDQ\ LQFUHDVHG LWV 
DXWKRULVHG FDSLWDO WR 201.000 RUGLQDU\ VKDUHV RI QRPLQDO YDOXH RI ¼1 HDFK. 
 
Issued capital 
Upon incorporation on 20 August 2013, the Company issued to the subscribers of its Memorandum of 
AVVRFLDWLRQ 1.000 RUGLQDU\ VKDUHV RI ¼1 HDFK DW SDU. 
 
2Q 15 DHFHPEHU 2014, WKH CRPSDQ\ LVVXHG 50.000 DGGLWLRQDO RUGLQDU\ VKDUHV RI ¼1 HDFK, DW D 
SUHPLXP RI ¼499 HDFK. 2Q 29 DHFHPEHU 2014, WKH CRPSDQ\ LVVXHG 38.493 DGGitional ordinary 
VKDUHV RI ¼1 HDFK, DW D SUHPLXP RI ¼499 HDFK. 
 
On 24 July 2015, the Bank issued 11.507 DGGLWLRQDO RUGLQDU\ VKDUHV RI ¼1 HDFK, DW D SUHPLXP RI ¼499 
each.  
 
As at 31 December 2019, WKH LVVXHG VKDUH FDSLWDO RI WKH BDQN DPRXQWHG WR ¼50 PLOOLRQ, through 
contributions from its immediate parent company.  
 
Furthermore, based on a resolution passed by the Board of Directors on 8 April 2020, the Bank has 
LVVXHG DQG DOORWWHG DQ DGGLWLRQDO 20.000 RUGLQDU\ VKDUHV RI ¼1 HDFK DW D SUHPLXP RI ¼499 HDFK, WR 
AQFRULD IQYHVWPHQWV 3OF IRU D WRWDO VXEVFULSWLRQ SULFH RI ¼10.000.000. 
 
7KHUH DUH QR UHVWULFWLRQV RQ WKH WUDQVIHU RI WKH BDQN¶V RUGLQDU\ VKDUHV RWKHU WKDQ WKH SURYLVLRQV RI WKH 
BDQN¶V AUWLFOHV RI AVVRFLDWLRQ and the Banking Law of Cyprus which requires the approval of the 
Central Bank of Cyprus prior to the acquiring of shares of the Bank in excess of certain thresholds. 
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Risk management 
The Bank considers risk management to be a major process and a significant factor contributing 
towards the safeguarding of a stable return to its shareholders. The financial risks that the Bank is 
exposed to are mainly credit risk, operational risk, market risk, liquidity risk and capital risk. Detailed 
information relating to risk management is set out in Note 33 to the financial statements. 
 
 
Events after the reporting date 
With the recent and rapid development of the cRURQDYLUXV (µC29ID-19¶) RXWEUHDN, WKH ZRUOG HFRQRP\ 
entered a period of unprecedented health care crisis that has already started causing considerable 
global disruption in business activities and everyday life. Many countries have adopted extraordinary 
and economically costly containment measures requiring in some cases companies to limit or even 
suspend normal business operations and governments to implement restrictions on travelling as well 
as strict quarantine measures.  
 
Certain industries such as tourism, hospitality and entertainment are expected to be disrupted 
significantly by these measures whereas others like manufacturing and financial services are expected 
to incur sideway losses. Considering these unfortunate circumstances, the pace at which the outbreak 
expands, the uncertain time horizon that the abovementioned extraordinary measures will be applied, 
and due to the high level of uncertainties in relation to the unpredictable outcome of this outbreak, the 
financial effect of the current crisis on the global economy and the overall business activities going 
forward is not possible to be estimated with reasonable certainty at this stage. 
 
As a result of the pandemic, within its April 2020 world economic outlook report, the International 
MRQHWDU\ FXQG (µIMF¶) projects that the global economy will contract by -3% in 2020, much worse than 
during the 2008±09 financial crisis. Under a baseline scenario which assumes that the pandemic 
fades in the second half of 2020 and containment efforts can be gradually unwound, the IMF projects 
that as economic activity normalizes, assisted by policy support, the global economy will grow by 5.8% 
in 2021. For the Euro area, the projection is more severe, with a projected contraction of -7.5% in 
2020 and a 4.7% recovery in 2021. 
 
In Cyprus, following the extraordinary meeting of the Council of Ministers of the Republic that took 
place on 15 March 2020, considering the fluid situation as it unfolds daily given the growing spread of 
COVID-19 and based on the World Health Organization's data on the situation, the Council of 
Ministers announced that it considers that Cyprus is entering a state of emergency. To this end, 
certain measures have been taken with a view to safeguarding public health and ensuring the 
economic survival of working people, businesses, economically vulnerable groups and the economy at 
large. More specifically, new entry regulations have been announced with regard to protecting the 
population from a further spread of the disease tightening the entry of individuals in Cyprus. 
Additionally, a considerable number of private businesses of different types was decided to remain 
closed as of 16 March 2020 and for a period of four weeks, whereas hotels would suspend their 
operations until 30 April 2020. In addition, on  23 March 2020, by announcement of the President of 
the Republic, it was clarified that all retailers (with very limited exceptions) should be suspending their 
operations until further notice. These public policy measures put in place to contain the spread of 
COVID-19 are expected to result in significant operational disruption to the operations of the Bank. 
 
In an attempt to bolster households and businesses battered by the COVID-19 crisis, the House of 
Parliament voted for the Emergency Measures by Financial Institutions and Supervisory Authorities 
Law of 2020, based on which a Ministerial Decree by the Minister of Finance was issued on 30 March 
2020, calling for the suspension of the obligation to pay principal and interest payments on credit 
exposures of individuals, self-employed and businesses until 31 December 2020 subject to the 
condition that such credit exposures were not presenting arrears of more than 30 days on 28 February 
2020. The plan will apply for the period April - December 2020 to those individuals, self-employed and 
businesses who wish to apply for their participation. By decision through the Association of Cyprus 
Banks, all member banks have agreed that during the period of suspension of payments, credit 
exposures falling under the provisions of the Ministerial Decree and for which suspension will be 
initiated following an interest on the part of the customer, no interest-bearing interest will apply. This 
decision is considered not to have a material impact on the Bank's capital adequacy or profitability.  
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Additionally, the European Central Bank has decided on a series of measures to deal with the COVID-
19 consequences. Among other things, it has agreed with the decision of the European Banking 
Authority (µEBA¶) to postpone the submission of stress tests for 2020, as well as, to provide easing to 
supervisory capital and liquidity ratios. Financial institutions will also be able to draw liquidity from the 
Eurosystem on significantly favourable terms. On a parallel action, the European Securities and 
MDUNHWV AXWKRULW\ (µE6MA¶) DIWHU FRRSHUDWLRQ ZLWK WKH EBA LVVXHG D SXEOLF VWDWHPHQW RQ 25 MDUFK 
2020 in accordance with which both authorities consider that the implementation of public or private 
decisions aimed at addressing the negative systemic effects of COVID-19 should not be considered 
as an automatic indication that a significant increase in credit risk has taken place.   
 
The Bank¶V Panagement is monitoring these recent developments regarding the rapid transmission of 
COVID-19 and reviewing any impact these would have on the quality of its assets, the sensitivity of its 
risk models to macro-parameters, as well as, on the implementation of its business plan. Given the 
inevitable uncertainties, the management cannot accurately and reliably assess the qualitative and 
quantitative impacts on operational activities, financial situation and financial results. 
 
As a first response to the announcement of being in a state of emergency, the management has 
reviewed the operational continuity plan of the Bank, as well as, its ability to maintain its business 
operations within these particular conditions in order to support its customers during this difficult 
period. Actions included the activation of the business continuity plan (µBC3¶), adapted for the event of 
a pandemic to ensure a coordinated response to events that could potentially disrupt its activity. A 
series of predefined actions were triggered, but the usual BCP procedures were expanded to further 
reduce any risks. As a result, the predefined action of ensuring that staff of critical functions were able 
to work from home, was significantly extended to include all Head Office staff to the maximum extent 
possible, without compromising any functions or downgrading the level of services the Bank is 
offering. In respect of staff working at the business centres, these were divided into groups, alternating 
between them on a rotational basis.  
 
The existing remote work capability of the Bank has been significantly upgraded and additional 
equipment has been provided to all staff, allowing for the successful and timely implementation of their 
work, ensuring that all functions can be performed from alternate locations without interruption. At the 
same time, BC3 SURFHVVHV DUH DOVR DSSOLHG WR WKH BDQN¶V VXSSOLHUV, FRXQWHUSDUWLHV DQG WHFKQRORJ\ 
providers, ensuring a continuous flow of services and goods to the Bank. Furthermore, the Bank has 
taken all precautionary actions suggested by the Ministry of Health in relation to health and safety for 
its employees, customers and partners, including the decontamination of premises, the provision of 
protective gear for everyday activities and the implementation of social distancing procedures.  
 
The BDQN¶V Panagement has considered the unique circumstances and the risk exposures of the 
BDQN DQG KDV FRQFOXGHG WKDW WKH PDLQ LPSDFWV RQ WKH BDQN¶V SURILWDELOLW\ / OLTXLGLW\ SRVLWLRQ PD\ DULVH 
from:  

� Incapacity to meet business plan objectives; 

� Increase in expected credit losses across most sectors;  

� Withdrawal of deposits; 

� Increased volatility in the value of financial instruments;  

� Unavailability of personnel; 

� Breach of financial covenants and failure to meet contractual obligations; 

� Increased operating costs due to employees working remotely. 
 
Based on the main impacts identified and in order to assess actual and potential financing needs, the 
mDQDJHPHQW LV LQ WKH SURFHVV RI UHDVVHVVLQJ WKH BDQN¶V WUDGLQJ DQG UHOHYDQW cash flows using revised 
assumptions and incorporating down-side scenarios. From the analysis performed no additional 
liquidity needs have been identified. However, as a means of prudency, the management is already in 
the process of assessing future measures and alternative sources of financing as a response to 
adverse scenarios. Such measures include additional financing, cost-cutting policies and disposal of 
investments. 
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 Note 

2019 
¼ 

2018 
¼ 

    
Interest income 4 3.928.841 2.172.705 
Interest expense 5 (468.493) (642.753) 

Net interest income  3.460.348 1.529.952 

Fee and commission income 6 764.120 445.305 
Fee and commission expense 6 (202.023) (118.092) 

Net fee and commission income  562.097 327.213 

Net foreign exchange gains   39.046 25.818 
Fair value loss on revaluation of financial assets  15 - (20.000) 
Gain on disposal of financial instruments  1.294 12.783 
Net loss on disposal / write-off of property and equipment  (28.292) - 
Other income  30.924 18.045 

Operating income  4.065.417 1.893.811 

Staff costs 7 (3.423.750) (3.164.546) 
Depreciation of property and equipment 20 (702.140) (493.216) 
Amortisation of intangible assets 21 (369.928) (702.853) 
Other operating expenses 8 (2.715.969) (2.479.131) 

Loss before loss allowance  (3.146.370) (4.945.935) 

Loss allowance 9 (25.680) (190.208) 

Loss before tax 10 (3.172.050) (5.136.143) 
    

Income tax 11 (68) (193) 

Loss for the year  (3.172.118) (5.136.336) 
    
Other comprehensive income that will not be 
reclassified to profit or loss    
Gain / (loss) on revaluation of equity instruments at fair 
value through other comprehensive income 27 2.822 (657) 
    
Other comprehensive income that will be reclassified to 
profit or loss    
Gain / (loss) on revaluation of debt instruments at fair value 
through other comprehensive income 27 28.146 (39.584) 

Total comprehensive loss for the year  (3.141.150) (5.176.577) 
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 Share  
capital 

(Note 26) 

Share  
premium 
(Note 26) 

Revaluation  
reserve 

(Note 27) 

Accumulated  
losses 

(Note 28) 

Total 

 ¼ ¼ ¼ ¼ ¼ 
Balance at 1 January 2019 as previously reported 101.000 49.900.000 (23.049) (19.599.377) 30.378.574 

Effect of change in accounting policy for initial 
application of IFRS 16 - - - (71.342) (71.342) 

Balance at 1 January 2019 as restated 101.000 49.900.000 (23.049) (19.670.719) 30.307.232 
      

Comprehensive income      
Loss for the year - - - (3.172.118) (3.172.118) 
Other comprehensive income for the year - - 30.968 - 30.968 

Total comprehensive income / (loss) for the year - - 30.968 (3.172.118) (3.141.150) 

Balance as at 31 December 2019 101.000 49.900.000 7.919 (22.842.837) 27.166.082 
      
      
 
Balance at 1 January 2018 101.000 49.900.000 17.192 (14.463.041) 35.555.151  

      
 

Comprehensive income      
Loss for the year - - - (5.136.336) (5.136.336) 
Other comprehensive loss for the year - - (40.241) - (40.241) 

Total comprehensive loss for the year - - (40.241) (5.136.336) (5.176.577) 

Balance at 31 December 2018 101.000 49.900.000 (23.049) (19.599.377) 30.378.574 
    
Share premium is not available for distribution.    
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  2019 2018 
 Note ¼ ¼ 
    
Net cash flow (used in) / from operating activities 31 (25.935.874) 42.196.510 

    
Cash flow from investing activities    
Purchase of property and equipment  20 (127.623) (1.706.576) 
Purchase of intangible assets 21 (333.507) (546.447) 
Proceeds on disposal of property and equipment  15.350 - 
Assets originated at fair value through profit or loss  - (20.000) 
Purchase of investments at fair value through other 
comprehensive income  (2.695.850) - 
Proceeds on disposal / redemption of investments at fair 
value through other comprehensive income  2.584.097 - 
Purchase of investments at amortised cost  (16.496.151) (14.459.094) 
Proceeds on disposal of investments at amortised cost  9.976.213 546.040 

Net cash flow used in investing activities  (7.077.471) (16.186.077) 
    
Cash flow from financing activities    
Proceeds of funding from Central banks 23 9.300.000 - 
Repayment of lease liabilities 25 (178.538) - 
Interest on lease liabilities 25 (35.400) - 

Net cash flow from financing activities  9.086.062 - 

Net (decrease) / increase in cash and cash equivalents  (23.927.283) 26.010.433 
    
Cash and cash equivalents    
At 1 January  48.329.314 22.318.881 
Net (decrease) / increase in cash and cash equivalents  (23.927.283) 26.010.433 

At 31 December 32 24.402.031 48.329.314 
 
Significant non-cash transactions are disclosed in the notes to the financial statements. 
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1. Corporate information 
 
The financial statements of Ancoria Bank Limited (the µCRPSDQ\¶, RU WKH µBDQN¶) IRU WKH \HDU ended 31 
December 2019 were authorised for issue in accordance with a resolution of the Board of Directors on 
30 April 2020. 
 
The Bank, which commenced operations in 2015, provides banking services in Cyprus. Its registered 
office is at 12 Demostheni Severi, 1st floor, 1080 Nicosia, Cyprus. 
 
The Bank was incorporated in Cyprus on 20 August 2013 as a limited liability company under the 
Cyprus Companies Law, Cap.113. 
 
On 14 October 2013, the Company filed an application with the Central Bank of Cyprus (µCBC¶) for a 
banking licence to enable the Company to operate as a Credit Institution under the Business of Credit 
Institutions Laws of 1997 and all amendments thereafter including No.4 of 2013. 
 
On 3 November 2014, the banking licence was granted by the CBC subject to certain conditions that 
needed to be fulfilled prior to the commencement of any banking operations. These conditions were 
fulfilled during 2015 and the Company started operations as a Credit Institution in the last quarter of 
the year. 
 
On 24 November 2014, the Company passed a special resolution to change its name from µAQFRULD 
HROGLQJV LLPLWHG¶ WR µAQFRULD BDQN LLPLWHG¶. The name change was approved by the Registrar of 
Companies on 30 April 2015. 
 
The Company is a wholly owned subsidiary of, and ultimately controlled by, Ancoria Investments Plc 
which is registered in Cyprus, and which prepares consolidated financial statements including the 
results, position and cash flows of the Company. 
 
 
2.  Significant accounting policies 
 
The principal accounting policies adopted in the preparation of these financial statements are set out 
below. These policies have been consistently applied to all periods presented in these financial 
statements unless otherwise stated. 
 
2.1.  Basis of preparation 
The financial statements have been prepared in accordance with International Financial Reporting 
Standards (µIFRSs¶), as adopted by the European Union (µEU¶), and the requirements of the Cyprus 
Companies Law, Cap.113. 
 
The financiaO VWDWHPHQWV DUH SUHVHQWHG LQ EXUR (¼) DQG KDYH EHHQ SUHSDUHG under the historical cost 
convention, except as disclosed in the accounting policies below. 
 
The Bank presents its statement of financial position in order of liquidity. An analysis regarding the 
expected recovery or settlement of any asset and liability within 12 months after the reporting date and 
more than 12 months after the reporting date is presented in Note 29. 
 
The preparation of financial statements in conformity with IFRSs requires the use of certain critical 
accounting estimates and requires management to exercise its judgment in the process of applying 
the Bank's accounting policies. It also requires the use of assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting period. 
Although these estimates are based on management's best knowledge of current events and actions, 
actual results may ultimately differ from those estimates (refer to Note 3 for a description of significant 
judgments and estimates). 
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2.  Significant accounting policies (continued) 
 
2.2.  Adoption of new and revised IFRSs 
In the current year, the Bank has adopted all new and revised IFRSs that are relevant to its operations 
and are effective for accounting periods beginning on or after 1 January 2019.  
 
Standard / Interpretation Effective for annual periods 

beginning on or after 

IFRIC Interpretation 23 Uncertainty over Income Tax Treatments 
 

1 January 2019 

Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures  
 

1 January 2019 

Amendments to IFRS 9 Prepayment Features with Negative Compensation  
 

1 January 2019 

IFRS 16 Leases 
 

1 January 2019 

Annual Improvements to IFRS Standards 2015-2017 Cycle 
 

1 January 2019 

Amendments to IAS 19 Plan Amendment, Curtailment or Settlement 1 January 2019 
 
The adoption of these new and revised standards and interpretations did not have a material effect on 
the accounting policies of the Bank, except from the adoption of IFRS 16 Leases as described below. 
 
IFRS 16 Leases 
IFRS 16 Leases was issued in January 2016 to replace IAS 17 Leases. In accordance with IFRS 16, 
lessees are required to capitalise operating leases through the recognition of assets representing the 
contractual rights of use. The present value of contractual payments should be recognised as lease 
liabilities.  
 
The Bank has applied IFRS 16 using the modified retrospective method of adoption with the date of 
initial application of 1 January 2019. Under this method, the standard is applied retrospectively with 
the cumulative effect of initially applying the standard recognised at the date of initial application 
without restating the comparatives which continue to be presented under IAS 17 and IFRIC 4 
(cumulative catch-up approach). The Bank elected to use the transition practical expedient to not 
reassess whether a contract is or contains a lease at 1 January 2019. Instead, the Bank applied the 
standard only to contracts that were previously identified as leases applying IAS 17 at the date of 
initial application (refer to Note 2.13 for the accounting policy as of 1 January 2019).  
 
The definition of a lease in accordance with IAS 17 and IFRIC 4 will continue to be applied to those 
leases entered before 1 January 2019. The change in definition of a lease mainly relates to the 
concept of control. IFRS 16 determines whether a contract contains a lease on the basis of whether 
the customer has the right to control the use of an identified asset for a period of time in exchange for 
FRQVLGHUDWLRQ. 7KLV LV LQ FRQWUDVW WR WKH IRFXV RQ µULVNV DQG UHZDUGV¶ LQ IA6 17 DQG IF5IC 4. 
 
Further to IFRS 16 introduction, the Bank is reporting additional depreciation on right-of-use assets 
and finance charges in relation to the resultant lease liabilities, while rental expenses on contracts 
classified as operating leases has ceased. The most significant impact from initially applying IFRS 16 
was the recognition of right-of-use assets in respect of premises leased by the Bank under contracts 
previously classified as operating leases under IAS 17 (refer to Note 2.13 for the accounting policy 
prior to 1 January 2019). 
 
The opening statement of financial position of the Bank at 1 January 2019 has been adjusted to create 
a right-of-use asset. On transition, the right-of-use asset was measured as if the standard had been 
applied since the commencement date of the lease agreements, using the incremental borrowing rate 
DW WKH GDWH RI LQLWLDO DSSOLFDWLRQ. 5HWDLQHG HDUQLQJV, DV ZHOO DV WKH CRPPRQ ETXLW\ 7LHU 1 (µCE71¶) UDWLR 
of the Bank were impacted as a result.  
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2.  Significant accounting policies (continued) 
 
2.2.  Adoption of new and revised IFRSs (continued) 
The Bank has elected as a policy choice permitted under IFRS 16 not to apply this standard to leases 
over intangible assets and instead account for such arrangements as service contracts. The Bank also 
applied the available practical expedients wherein it: 

� Used a single discount rate to a portfolio of leases with reasonably similar characteristics; 

� Has used hindsight when determining the lease term when the contract contains options to 
extend or terminate the lease; 

� Applied the short-term leases exemptions to leases with lease term that ends within 12 months 
of the date of initial application. 

 
Under IFRS 16, right-of-use assets are tested for impairment in accordance with IAS 36. 
 
The following table presents the operating lease commitments disclosed applying IAS 17 as at 31 
December 2018, discounted using the incremental borrowing rate of the leases at the date of initial 
application and the lease liabilities recognised in the statement of financial position at the date of initial 
application. 
 ¼ 
Operating lease commitments as at 31 December 2018  1.499.200 
Weighted average lease incremental borrowing rate as at 1 January 2019 2,96% 

Discounted operating lease commitments as at 1 January 2019 1.285.189 
 
The impact of IFRS 16 application on the opening statement of financial position of the Bank at 1 
January 2019 is shown below: 

 
1 January 

2019 
 ¼ 
Right-of-use assets - premises 1.809.473 
Right-of-use assets ± IT equipment  29.622 

Total gross assets 1.839.095 
Accumulated depreciation  (617.748) 

 1.221.347 
Rental prepayments reversed (7.500) 

Total net assets 1.213.847 

Lease liabilities 1.285.189 

Retained earnings (71.342) 

Total liabilities and equity 1.213.847 

Increase in risk weighted assets 1.213.847 

Revised CET1 ratio 37.0% 
 
The BaQN KDV UHFRJQLVHG ¼1.221.347 RI ULJKW-of-XVH DVVHWV DQG ¼1.285.189 RI OHDVH OLDELOLWLHV XSRQ 
transition to IFRS 16. The adoption of IFRS 16 did not have an impact on net cash flows. 
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2.  Significant accounting policies (continued) 
 
2.3.  Standards, Interpretations and Amendments issued but not yet effective 
Up to the date of approval of these financial statements, the following standards have been published 
by the International Accounting Standards Board (µIA6B¶) but were not yet effective: 
 
a) Adopted by the EU 
 
Standard / Interpretation Effective for annual periods 

beginning on or after 

Amendments to IAS 1 and IAS 8 Definition of Material  1 January 2020 
  
Amendments to References to the Conceptual Framework in IFRS Standards  1 January 2020 
  
Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform  1 January 2020 
  
Amendments to IFRS 3 Business Combinations 1 January 2020 
 
b) Not yet adopted by the EU 
 
Standard / Interpretation Effective for annual periods 

beginning on or after 

IFRS 17 Insurance Contracts 1 January 2021 
  
Amendments to IAS 1 Classification of Liabilities as Current or Non-Current 1 January 2022 
 
The Bank is in the process of evaluating the effect that the adoption of the above standards will have 
on the financial statements of the Bank, and it does not intend to early adopt any of them. 
 
2.4.  Revenue recognition 
Revenue comprises of interest income, fee and commission income, dividend income and other 
income. 
 
Interest income 
For all financial assets measured at amortised cost and interest-bearing financial assets measured at 
fair value through other comprehensive income, interest income is recognised using the effective 
interest rate (µEIR¶) method.  
 
The EIR is the rate that exactly discounts estimated future cash receipts or payments through the 
expected life of the financial instruments, or where appropriate a shorter period, to the carrying 
amount of the financial instruments. When calculating the EIR, the Bank shall estimate cash flows 
considering all contractual terms of the financial instrument (e.g. prepayment, call option, etc.) but 
shall not consider future credit losses. The calculation includes all fees that are an integral part to the 
contract, incremental transaction costs and all premiums or discounts.  
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2.  Significant accounting policies (continued) 
 
2.4.  Revenue recognition (continued) 
The Bank calculates interest income by applying the EIR to the gross carrying amount of financial 
assets except in the case of credit-impaired assets. When a financial asset becomes credit-impaired, 
the Bank calculates interest income by applying the EIR to the net amortised cost of the financial 
asset. For purchased or originated credit-impaired (µPOCI¶) financial assets, the Bank calculates 
interest income by calculating the credit-adjusted EIR and applying that rate to the amortised cost of 
the asset. The credit-adjusted EIR is the interest rate that, at original recognition, discounts the 
estimated future cash flows (including credit losses) to the amortised cost of the POCI assets. 
 
The Bank holds cash and placements with banks and central banks carrying negative interest rates. 
The Bank discloses interest on these assets XQGHU µInterest expense¶ OLQH. 
 
Fee and commission income 
The Bank earns fee and commission income from a range of services it provides to its clients. Fees 
and commissions in respect of loans and advances are recognised using the EIR method as part of 
interest income. In general, fee income can be divided into two broad categories:  

� fees earned from services that are provided over a certain period of time, and 

� fees earned from point in time services  
 
Over time services 
Fees earned from services that are provided over a certain period of time are recognised pro-rata over 
the service period provided the fees are not contingent on successfully meeting specified performance 
criteria that are beyond the control of the Bank. Costs to fulfil over time services are recorded in profit 
or loss immediately because such services are considered to be a series of services that are 
substantially the same from day to day and have the same pattern of transfer.  
 
Point in time services  
Fees earned from providing transaction-type services are recognised when the service has been 
completed provided such fees are not subject to refund or another contingency beyond the control of 
the Bank. Incremental costs to fulfil services provided at a point in time are typically incurred and 
recorded at the same time as the performance obligation is satisfied and revenue is earned, and are 
therefore not recognised as an asset.  
 
Fee and commission income is measured based on consideration specified in a legally enforceable 
contract with a customer. Consideration can include both fixed and variable amounts. Variable 
consideration that is contingent on an uncertain event can only be recognised to the extent that it is 
highly probable that a significant reversal in the amount of cumulative revenue for a contract will not 
occur. 
 
Dividend income 
Dividend income is recognised in profit or loss when the right to receive payment is established. This 
is the ex-dividend date for listed equity securities and usually the date when shareholders approve the 
dividend for unlisted equity securities. DLYLGHQG LQFRPH LV UHFRJQLVHG XQGHU µ2WKHU LQFRPH¶ OLQH. 
 
2.5.  Foreign currency translation 
7KH IXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQF\ RI WKH BDQN LV WKH EXUR (¼).  
 
Transactions in foreign currencies are translated into the respective functional currency of the Bank at 
the spot exchange rates at the date of the transactions.  
 
Monetary assets and liabilities denominated in foreign currencies are translated into the functional 
currency at the spot exchange rate at the reporting date. The foreign currency gain or loss on 
monetary items is the difference between the amortised cost in the functional currency at the 
beginning of the year, adjusted for effective interest and payments during the year, and the amortised 
cost in the foreign currency translated at the spot exchange rate at the end of the year. 
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2.  Significant accounting policies (continued) 
 
2.5.  Foreign currency translation (continued) 
Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated 
into the functional currency at the spot exchange rate at the date on which the fair value is determined. 
Non-monetary items that are measured based on historical cost in a foreign currency are translated 
using the spot exchange rate at the date of the transaction. 
 
Foreign currency differences arising on translation are generally recognised in profit or loss XQGHU µNHW 
IRUHLJQ H[FKDQJH JDLQV / ORVVHV¶ OLQH. However, foreign currency differences arising from the 
translation of the following items are recognised in other comprehensive income: 

� equity investments in respect of which an election has been made to present subsequent 
changes in fair value in other comprehensive income, 

� a financial liability designated as a hedge of the net investment in a foreign operation to the 
extent that the hedge is effective, and 

� qualifying cash flow hedges to the extent that the hedge is effective.  
 
2.6. Employee benefits 
The Bank and its employees contribute to the Government Social Insurance Fund based on the 
HPSOR\HHV¶ VDODULHV. 7KH BDQN¶V FRQWULEXWLRQV DUH H[SHQVHG DV LQFXUUHG and are included under µStaff 
costs¶ line.  
 
The Bank operates a defined contribution scheme, which provides for employer contributions of 6% on 
the employee gross salary and employee contributions within a range of 4%-10% of their gross salary. 
The Bank has no legal or constructive obligations to pay further contributions if the scheme does not 
hold sufficient assets to pay all employee benefits relating to employee service in the current period. 
This scheme is in the form of a pension plan under Ancoria Insurance Public Ltd, an indirect 
shareholder of the Bank. 
 
Obligations for contributions to defined contribution plans are expensed as the related service is 
provided. Prepaid contributions are recognised as an asset to the extent that a cash refund or a 
reduction in future payments is available. 
 
2.7. Tax 
Current tax comprises the expected tax payable or receivable on the taxable income or loss for the 
year and any adjustment to the tax payable or receivable in respect of previous years. The amount of 
current tax payable or receivable is the best estimate of the tax amount expected to be paid or 
received that reflects uncertainty related to income taxes, if any. Current tax also includes withholding 
tax on dividends. 
 
Tax on income is provided in accordance with the fiscal regulations and rates enacted or substantively 
enacted at every reporting date and is recognised as an expense in the period in which the income 
arises. 
 
Deferred tax is provided using the liability method. Current income tax and deferred tax relating to 
items recognised directly in equity is recognised directly in equity. 
 
Deferred tax liabilities are recognised for all taxable temporary differences between the tax basis of 
assets and liabilities and their carrying amounts at the reporting date, which will give rise to taxable 
amounts in future periods.  
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2.  Significant accounting policies (continued) 
 
2.7.  Tax (continued) 
Deferred tax assets are recognised for all deductible temporary differences and carry-forward of 
unutilised tax losses to the extent that it is probable that taxable profit will be available, against which 
the deductible temporary differences and carry-forward of unutilised tax losses can be utilised. The 
carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent 
that it is no longer probable that sufficient taxable profit will be available to utilise all or part of the 
deductible temporary differences or tax losses. Unrecognised deferred tax assets are reassessed at 
each reporting date and are recognised to the extent that it has become probable that future taxable 
profit will allow the deferred tax asset to be recovered. 
 
Deferred tax assets and liabilities are measured at the amount that is expected to be paid to or 
recovered from the tax authorities, after taking into account the tax rates and legislation that have been 
enacted or substantively enacted by the reporting date. 
 
Current and deferred tax assets and liabilities are offset when they arise from the same tax reporting 
entity and relate to the same tax authority and when the legal right to offset exists. 
 
Indirect Tax Value Added Tax (µVAT¶) 
Expenses and assets are recognised net of the amount of VAT, except:  

� when the VAT incurred on a purchase of assets or services is not recoverable from the tax 
authorities, in which case, the VAT suffered is recognised as part of the cost of acquisition of 
the asset or as part of the expense item, as applicable. 

� when receivables and payables are stated with the amount of VAT charged. The amount of 
VAT recoverable from, or payable to the tax authorities, is included as part of other assets or 
other liabilities in the statement of financial position. 

 
VAT is not accounted as income tax. 
 
Special Tax Levy 
According to the µSpecial Levy on Credit InstiWXWLRQV LDZ RI 2011 WR 2017¶, special levy is imposed on 
credit institutions on a quarterly basis, at the rate of 0,0375% on qualifying deposits held by each credit 
institution on 31 December of the previous year for the quarter ending on 31 March, on 31 March of 
the same year for the quarter ending on 30 June, on 30 June of the same year for the quarter ending 
on 30 September and on 30 September of the same year for the quarter ending on 31 December. 
Based on an amendment to the Law effective as from 6 October 2017, an amount corresponding to 
the annual contribution of each credit institution to the Resolution Fund or to the Single Resolution 
Fund as the case may be, is deducted from the balance of special levy payable, up to the maximum 
amount of special levy for the same year. 
 
Special tax OHY\ RQ GHSRVLWV LV UHFRJQLVHG LQ SURILW RU ORVV XQGHU µ2WKHU RSHUDWLQJ H[SHQVHV¶ OLQH. 
 
Based on an amendment to the Law, as from 1 January 2015, 35/60 of the funds received were 
deposited to the Recapitalisation Fund incorporated pursuant to the Law 190(I) 2015. As from 1 
January 2018 and for every subsequent year, 35/60 of the special levy paid in accordance with the 
Law, will be transferred to the Recapitalisation Fund within 45 days of their deposit in the Government 
General Account and the remaining 25/60 will remain in that account. All transfers to the 
Recapitalisation FuQG ZLOO FHDVH XSRQ DFFXPXODWLRQ RI D WRWDO DPRXQW RI ¼175 PLOOLRQ LQ WKDW FXQG. 
 
2.8. Cash and cash equivalents 
Cash and cash equivalents include notes and coins on hand, non-obligatory balances held with central 
banks and highly liquid financial assets with original maturities of three months or less from the date of 
acquisition that are subject to an insignificant risk of changes in their fair value, and are used by the 
Bank in the management of its short-term commitments. 
 
Cash and cash equivalents are carried at amortised cost in the statement of financial position. 
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2.  Significant accounting policies (continued) 
 
2.9. Financial instruments  
Initial recognition 
A financial asset or liability is initially recognised when the Bank becomes a party to the contractual 
provisions of the instrument. 
 
Classification and measurement 
A financial asset is classified as measured at either amortised cost, fair value through other 
FRPSUHKHQVLYH LQFRPH (µFVOCI¶) ± debt investment, FVOCI ± equity investment or fair value through 
SURILW RU ORVV (µFVTPL¶). All financial assets are classified based on the business model for managing 
those assets and their contractual terms. The Bank may designate though financial instruments at 
FVTPL, if doing so eliminates or significantly reduces measurement or recognition inconsistencies. 
 
All financial instruments are measured initially at their fair value plus, in the case of financial assets 
and liabilities not measured at fair value through profit or loss, any directly attributable incremental 
costs of acquisition or issue. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. 
 
Derivative financial instruments 
A derivative is a financial instrument or other contract with all three of the following characteristics:  

� its value changes in response to the change in a specified interest rate, financial instrument 
price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit 
index, or other variable, provided in the case of a non-financial variable that the variable is not 
specific to a party to the contract (somHWLPHV FDOOHG WKH µXQGHUO\LQJ¶), 

� it requires no initial net investment or an initial net investment that is smaller than would be 
required for other types of contracts that would be expected to have a similar response to 
changes in market factors, and  

� it is settled at a future date. 
 
Derivatives are recorded at fair value and classified as assets when their fair value is positive and as 
liabilities when their fair value is negative. Subsequently, derivatives are measured at fair value. 
5HYDOXDWLRQV RI WUDGLQJ GHULYDWLYHV DUH LQFOXGHG LQ SURILW RU ORVV XQGHU µNet foreign exchange gains / 
losVHV¶ line in the case of currency derivatives and under µFair value gain / loss on revaluation of 
financial assets¶ OLQH LQ WKH FDVH RI DOO RWKHU GHULYDWLYHV. 
 
Interest income and expense are recognised under their corresponding headings in profit or loss. 
 
Derivatives embedded in financial liabilities and non-financial host contracts, are treated as separate 
derivatives and recorded at fair value if they meet the definition of a derivative (as defined above), 
their economic characteristics and risks are not closely related to those of the host contract and the 
host contract is not itself held for trading or designated at FVTPL. The embedded derivatives 
separated from the host contract are carried at fair value under the trading portfolio with changes in 
faiU YDOXH UHFRJQL]HG LQ SURILW RU ORVV XQGHU µFDLU YDOXH JDLQ / ORVV RQ UHYDOXDWLRQ RI ILQDQFLDO DVVHWV¶ 
line. 
 
Non-derivative financial instruments 
Financial instruments measured at amortised cost (policy applicable as of 1 January 2018) 
Amortised cost is calculated by taking into account any fees that are an integral part of the effective 
interest rate. The amortisation is included under µInterest income¶ line and any losses arising from 
impairment are recognised in profit or loss XQGHU µLRVV DOORZDQFH¶ OLQe. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
A financial asset is measured at amortised cost if it meets both of the following conditions and is not 
designated as at FVTPL: 

� it is held within a business model whose objective is to hold assets to collect contractual cash 
flows, and 

� its contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and interest (µ633I¶) on the principal amount outstanding. 

 
These financial assets are measured at amortised cost using the EIR method less allowances for 
expected credit losses ZKLFK DUH UHFRJQLVHG LQ SURILW RU ORVV XQGHU µLRVV DOORZDQFH¶ OLQH.  
 
Financial instruments measured at FVOCI (policy applicable as of 1 January 2018) 
A debt instrument is measured at FVOCI if it meets both of the following conditions and is not 
designated as at FVTPL: 

� it is held within a business model whose objective is achieved by both collecting contractual 
cash flows and selling financial assets, and 

� its contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding. 

 
FVOCI debt instruments are subsequently measured at fair value with unrealised gains and losses 
recognised in other comprehensive income. Upon derecognition, any accumulated balances in other 
comprehensive income are reclassified to profit or loss. The interest income, foreign exchange 
differences and expected credit losses are recognised in profit or loss under the respective lines. 
 
An equity instrument is measured at FVOCI if it is not held for trading and the Bank has irrevocably 
elected WR SUHVHQW VXEVHTXHQW FKDQJHV LQ WKH LQYHVWPHQW¶V IDLU YDOXH LQ other comprehensive income 
when it meets the definition of equity under IAS 32 Financial Instruments: Presentation. This election is 
made on an investment-by-investment basis. Fair value gains or losses on these equity instruments 
are recognised in other comprehensive income and are not recycled to profit or loss upon 
derecognition but are transferred directly to retained earnings. Equity instruments at FVOCI are not 
subject to an impairment assessment. 
 
Financial instruments measured at FVTPL 
Financial assets in this category are those that are not held for trading and have been either 
designated by management upon initial recognition or are mandatorily required to be measured at fair 
value under IFRS 9. This includes all derivative financial assets.  
 
On initial recognition, the Bank may irrevocably designate a debt instrument that otherwise meets the 
requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or 
significantly reduces an accounting mismatch that would otherwise arise.  
 
Financial assets managed on a fair value basis and those that are held for trading are measured at fair 
value through profit and loss. These include financial assets acquired principally for trading, equity 
instruments (for which no election was made to present gains or losses in other comprehensive 
income), assets mandatorily measured on a fair value basis and derivatives, except to the extent that 
they are designated in a hedging relationship, in which case the Bank elected as a policy choice 
permitted under IFRS 9, to continue to apply hedge accounting in accordance with IAS 39. 
 
Financial assets at FVTPL are recorded in the statement of financial position at fair value. Changes in 
IDLU YDOXH DUH UHFRUGHG LQ SURILW RU ORVV XQGHU µFair value gain / loss on UHYDOXDWLRQ RI ILQDQFLDO DVVHWV¶ 
line. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
Financial assets ± Business model assessment 
The Bank makes an assessment of the objective of the business model in which a financial asset is 
held at a portfolio level because this best reflects the way the financial assets are managed together to 
achieve a particular business objective and information is provided to management. 7KH BDQN¶V 
business model assessment determines whether cash flows will result from collecting contractual cash 
flows, selling financial assets or both. The information considered when performing the business 
model assessment includes: 

� the stated policies and objectives for the portfolio and the operation of those policies in practice. 
TheVH LQFOXGH ZKHWKHU PDQDJHPHQW¶V VWUDWHJ\ IRFXVHV RQ HDUQLQJ FRQWUDFWXDO LQWHUHVW LQFRPH, 
maintaining a particular interest rate profile, matching the duration of the financial assets to the 
duration of any related liabilities or expected cash outflows or realising cash flows through the 
sale of the assets, 

� how the performance of the business model (and the financial assets held within the business 
model) is evaluated and reSRUWHG WR WKH BDQN¶V PDQDJHPHQW, 

� the risks that affect the performance of the business model (and the financial assets held within 
that business model) and how those risks are managed, 

� how managers of the business are compensated ± e.g. whether compensation is based on the 
fair value of the assets managed or the contractual cash flows collected, and 

� the frequency, volume and timing of sales of financial assets in prior periods, the reasons for 
such sales and expectations about future sales activity. 

 
When an entity changes its business model for managing financial assets, it reclassifies all affected 
financial assets. If an entity reclassifies financial assets, it applies the reclassification prospectively 
from the reclassification date, defined as the first day of the first reporting period following the change 
in business model that results in the entity reclassifying financial assets. The entity does not restate 
any previously recognised gains, losses (including impairment gains or losses) or interest.  
 
7KHUH ZHUH QR UHFODVVLILFDWLRQV RI WKH BDQN¶V ILQDQFLDO DVVHWV GXULQJ WKH FXUUHQW \HDU or previous 
reporting periods.  
 
At initial recognition of a financial asset, the Bank determines whether newly recognised financial 
assets are part of an existing business model or whether they reflect the commencement of a new 
business model. The Bank reassesses its business models each reporting period to determine 
whether the business models have changed since the preceding period. For the current and prior 
reporting period the Bank has not identified a change in its business models. 
 
On transition to IFRS 9, business models were determined on the date of initial application based on 
facts and circumstances that existed on 1 January 2018 and re-assessed at each reporting date. 
 
Financial assets ± Assessment whether contractual cash flows are SPPI 
The BaQN DVVHVVHV ZKHWKHU WKH LQGLYLGXDO ILQDQFLDO DVVHWV¶ FDVK IORZV UHSUHVHQW VROHO\ SD\PHQWV RI 
principal and interest on the principal amount outstanding. 
 
FRU WKH SXUSRVHV RI WKLV DVVHVVPHQW, µSULQFLSDO¶ LV GHILQHG DV WKH IDLU YDOXH RI WKH ILQDQFLDO DVVHW Rn 
LQLWLDO UHFRJQLWLRQ. µIQWHUHVW¶ LV GHILQHG DV FRQVLGHUDWLRQ IRU WKH WLPH YDOXH RI PRQH\ DQG IRU WKH FUHGLW 
risk associated with the principal amount outstanding during a particular period of time and for other 
basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit margin. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
In assessing whether the contractual cash flows are solely payments of principal and interest, the 
Bank considers the contractual terms of the instrument upon initial recognition. This includes 
assessing whether the financial asset contains a contractual term that could change the timing or 
amount of contractual cash flows such that it would not meet this condition. In making this 
assessment, the Bank considers: 

� contingent events that would change the amount or timing of cash flows, 

� interest rates which are beyond the control of the Bank or variable interest rate consideration, 

� features that could modify the time value of money, 

� prepayment and extension features,  

� terms that limit the Bank¶V FODLP WR FDVK IORZV IURP VSHFLILHG DVVHWV (H.J. QRQ-recourse 
features), and 

� convertible features. 
 
A prepayment feature is consistent with the SPPI criterion if the prepayment amount substantially 
represents unpaid amounts of principal and interest on the principal amount outstanding, which may 
include reasonable additional compensation for early termination of the contract. Additionally, for a 
financial asset acquired at a discount or premium to its contractual par amount, a feature that permits 
or requires prepayment at an amount that substantially represents the contractual par amount plus 
accrued (but unpaid) contractual interest (which may also include reasonable additional compensation 
for early termination) is treated as consistent with this criterion if the fair value of the prepayment 
feature is insignificant at initial recognition. 
 
On transition to IFRS 9, all financial assets were assessed as to whether their contractual cash flows 
represented SPPI on the date of initial application based on facts and circumstances that existed upon 
initial recognition. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
Financial assets ± Summary of subsequent measurement and gains and losses recognition 

Category  Measured at Gains & losses recognised under  

Financial 
assets at 
FVTPL 

Fair value 

Profit or loss 
� Interest income and dividend income 

� Gains or losses on remeasurement to fair value 
 

Other comprehensive income and accumulated to hedge reserve 
� Gains or losses for derivatives designated as hedging instruments 

Financial 
assets at 
amortised 
cost 

Amortised 
cost using 
EIR method 
(reduced by 
impairment 
losses) 

Profit or loss 
� Interest income, foreign exchange gains or losses and impairment 

� Gains or losses on derecognition 

Debt 
investments 
at FVOCI 

Fair value 

Profit or loss 
� Interest income, foreign exchange gains or losses and 

impairment 

� Gains or losses on derecognition, including transfers from 
revaluation reserve 

 

Other comprehensive income 
� Gains or losses on remeasurement to fair value 

Equity 
investments 
at FVOCI 

Fair value 

Profit or loss 
� Dividend income, unless such represents recovery of part of cost 

of investment 
 

Other comprehensive income 
� Gains or losses on remeasurement to fair value 

 

Retained earnings 
� Gains or losses on derecognition (never reclassified to profit or 

loss) 

 
Financial liabilities  
Financial liabilities refer mainly to customer deposits, other borrowings and funding from other banks. 
Financial liabilities are recognised when the Bank enters into the contractual provisions of the 
arrangements with counterparties, which is generally on trade date, and initially measured at fair value, 
which is net of directly attributable transaction costs incurred. Subsequent measurement of such 
financial liabilities is at amortised cost using the EIR method. The corresponding interest expense is 
UHFRJQLVHG LQ SURILW RU ORVV XQGHU µIQWHUHVW H[SHQVH¶ OLQH. 
 
Other financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is 
classified as at FVTPL if it is held for trading, it is a derivative or the Bank has irrevocably elected to 
designate it as such on initial recognition. Financial liabilities at FVTPL are measured at fair value and 
net gains and losses, including any interest expense, are recognised in profit or loss. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
Netting and derecognition of financial assets and liabilities 
Derecognition of financial assets 
The basic premise for the derecognition model in IFRS 9, being carried over from IAS 39, is to 
determine whether the asset under consideration for derecognition is: 

� an asset in its entirety, or 

� specifically identified cash flows from an asset (or a group of similar financial assets), or 

� a fully proportionate (pro rata) share of the cash flows from an asset (or a group of similar 
financial assets), or 

� a fully proportionate (pro rata) share of specifically identified cash flows from a financial asset 
(or a group of similar financial assets). 

 
Once the asset under consideration for derecognition has been determined, an assessment is made 
as to whether the asset has been transferred, and if so, whether the transfer of that asset is 
subsequently eligible for derecognition. 
 
An asset is transferred if either the Bank has transferred the contractual rights to receive the cash 
flows, or the Bank has retained the contractual rights to receive the cash flows from the asset, but has 
assumed a contractual obligation to pass those cash flows on under an arrangement that meets the 
following three conditions: 

� the Bank has no obligation to pay amounts to the eventual recipient unless it collects equivalent 
amounts on the original asset 

� the Bank is prohibited from selling or pledging the original asset (other than as security to the 
eventual recipient), and 

� the Bank has an obligation to remit those cash flows without material delay. 
 
Once the Bank has determined that the asset has been transferred, it then determines whether or not 
it has transferred substantially all of the risks and rewards of ownership of the asset. If substantially all 
the risks and rewards have been transferred, the asset is derecognised. If substantially all the risks 
and rewards have been retained, derecognition of the asset is precluded. 
 
If the Bank has neither retained nor transferred substantially all of the risks and rewards of the asset, 
then it must assess whether it has relinquished control of the asset or not. If the Bank does not control 
the asset then derecognition is appropriate, however, if the Bank has retained control of the asset, it 
continues to recognise the asset to the extent to which it has a continuing involvement in the asset.  
 
Forborne and modified financial assets 
A modification of a financial asset occurs when the contractual terms governing the cash flows of a 
financial asset are renegotiated or otherwise modified between initial recognition and maturity of the 
financial asset. A modification affects the amount and / or timing of the contractual cash flows either 
immediately or at a future date. 
 
The Bank renegotiates loans to customers in financial difficulty to maximise collection and minimise 
the risk of default. A loan forbearance is granted in cases where although the borrower made all 
reasonable efforts to pay under the original contractual terms, there is a high risk of default or default 
has already happened and the borrower is expected to be able to meet the revised terms. The revised 
terms in most of the cases include an extension of the maturity of the loan, changes to the timing of 
the cash flows of the loan (principal and interest repayment), reduction in the amount of cash flows 
due (principal and interest forgiveness) and amendments to covenants.  
 
When a financial asset is modified the Bank assesses whether this modification results in 
derecognition. To determine if the modified terms are substantially different from the original 
contractual terms, the Bank considers both qualitative as well as quantitative factors.  
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
 
In the case where the financial asset is derecognised, the loss allowance for is remeasured at the date 
of derecognition to determine the net carrying amount of the asset at that date. The difference 
between this revised carrying amount and the fair value of the new financial asset with the new terms 
will lead to a gain or loss on derecognition. The new financial asset will have a loss allowance 
measured based on 12-PRQWK H[SHFWHG FUHGLW ORVV (µECL¶) H[FHSW LQ WKH UDUH RFFDVLRQV ZKHUH WKH QHZ 
loan is considered to be originated credit-impaired. This applies only in the case where the fair value 
of the new loan is recognised at a significant discount to its revised par amount because there remains 
a high risk of default which has not been reduced by the modification. The Bank monitors credit risk of 
modified financial assets by evaluating qualitative and quantitative information, such as if the borrower 
is in past due status under the new terms.  
 
When the contractual terms of a financial asset are modified and the modification does not result in 
derecognition, the Bank determineV LI WKH ILQDQFLDO DVVHW¶V FUHGLW ULVN KDV LQFUHDVHG VLJQLILFDQWO\ VLQFH 
initial recognition.  
 
Where a modification does not lead to derecognition the Bank calculates the modification gain or loss 
by comparing the gross carrying amount before and after the modification (excluding the ECL 
allowance). Thereafter, the Bank measures ECL for the modified asset, where the expected cash 
flows arising from the modified financial asset are included in calculating the expected cash shortfalls 
from the original asset.  
 
2Q GHUHFRJQLWLRQ RI D ILQDQFLDO DVVHW LQ LWV HQWLUHW\, WKH GLIIHUHQFH EHWZHHQ WKH DVVHW¶V FDUU\LQJ DPRXQW 
and the sum of the consideration received and receivable and the cumulative gain or loss that had 
been recognised in other comprehensive income and accumulated in equity is recognised in profit or 
loss, with the exception of equity investment designated as measured at FVOCI, where the cumulative 
gain or loss previously recognised in other comprehensive income is not subsequently reclassified to 
profit or loss. 
 
Derecognition of financial liabilities 
7KH BDQN GHUHFRJQLVHV ILQDQFLDO OLDELOLWLHV ZKHQ, DQG RQO\ ZKHQ, WKH BDQN¶V REOLJDWLRQV DUH 
discharged, cancelled or have expired. The difference between the carrying amount of the financial 
liability derecognised and the consideration paid is recognised in profit or loss. 
 
The Bank accounts for a substantial modification of terms of an existing liability or part of it as an 
extinguishment of the original financial liability and the recognition of a new liability. When there is a 
non-substantial modification, the Bank recognizes a gain or loss in the profit or loss. The modification 
gain or loss is equal to the difference between the present value of the cash flows under the original 
and modified terms discounted at the original EIR. At the point of modification, the carrying amount of 
the financial liability is revised to reflect the new cash flows discounted by the original EIR. 
 
Netting of financial assets and financial liabilities 
Financial assets and financial liabilities are offset and the net amount presented in the statement of 
financial position when, and only when, the Bank currently has a legally enforceable right to set off the 
amounts and it intends either to settle them on a net basis or to realise the asset and settle the liability 
simultaneously. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
Impairment (policy applicable as of 1 January 2018) 
IFRS 9 has fundamentally changed the loan loss impairment methodology applied by the Bank. The 
VWDQGDUG KDV UHSODFHG IA6 39¶V LQFXUUHG ORVV DSSURDFK ZLWK D IRUZDUG-looking expected credit loss 
(µECL¶) DSSURDFK. 7KH BDQN LV UHTXLUHG WR UHFRUG DQ DOORZDQFH IRU H[SHFWHG ORVVHV IRU DOO ORDQV DQG 
other debt financial assets not held at FVTPL, together with loan commitments and financial guarantee 
contracts. The allowance is based on the expected credit losses associated with the probability of 
default in the next twelve months unless there has been a significant increase in credit risk since 
origination or the asset is considered credit-impaired or defaulted, in which case, the allowance is 
based on the probability of default over the life of the asset. 
 
ECL LV WKH SURGXFW RI SUREDELOLW\ RI GHIDXOW (µ3D¶), ORVV JLYHQ GHIDXOW (µLGD¶) DQG H[SRVXUH DW GHIDXOW 
(µEAD¶).  

� PD represents the probability a credit facility defaults over a given period and is calculated 
based on its credit score as well as forecasted security specific and macroeconomic inputs. 

� LGD is calculated after taking into consideration tangible collaterals and applicable haircuts as 
well as available cash balances and recovery rates.  

� EAD for on-balance sheet exposures is the outstanding balance and any accrued interest. For 
off-balance sheet exposures, the amount is weighted by the applicable credit conversion factor 
LQ DFFRUGDQFH ZLWK WKH CDSLWDO 5HTXLUHPHQW 5HJXODWLRQ 575/2013 (µC55¶) / CDSLWDO 
5HTXLUHPHQW DLUHFWLYH I9 (µC5D I9¶) FODVVLILFDWLRQ. 

 
To calculate lifetime ECL, the Bank estimates the risk of a default occurring on the financial instrument 
during its remaining life. ECLs are estimated based on the present value of all cash shortfalls over the 
remaining expected life of the financial asset, i.e. the difference between the contractual cash flows 
that are due to the Bank under the contract and the cash flows that the Bank expects to receive, both 
discounted at the EIR of the loan. 
 
For overdraft facilities, the Bank measures 12-month ECL, as such facilities are reviewed on an annual 
basis according to internal procedure and, based on this review, the Bank has the right to reduce the 
limit of the exposure accordingly. 
 
For financial guarantee contracts, a credit conversion factor in accordance with CRR / CRD IV 
classification is applied to determine exposure at default for the off-balance sheet amounts when 
estimating ECLs. 
 
When estimating lifetime ECLs for undrawn loan commitments, the Bank: 

� Estimates the expected portion of the loan commitment that will be drawn down over the 
expected life oI WKH ORDQ FRPPLWPHQW LQ DFFRUGDQFH ZLWK WKH ORDQ FRPPLWPHQW¶V FRQWUDFWXDO 
arrangements, and 

� Calculates the present value of cash shortfalls between the contractual cash flows that are due 
to the entity if the holder of the loan commitment draws down that expected portion of the loan 
and the cash flows that the entity expects to receive if that expected portion of the loan is drawn 
down. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
The Bank groups its financial instruments into Stage 1, 2 and 3 as well as Purchased or Originated 
CUHGLW IPSDLUHG (µ32CI¶) H[SRVXUHV EDVHG RQ WKH DSSOLHG LPSDLUPHQW PHWKRGRORJ\, DV GHVFULEHG 
below: 

� Stage 1 ± Performing exposures 
Exposures for which the credit risk has not increased significantly since initial recognition, a 12-
month ECL is recognised, unless the financial asset is purchased or originated credit-impaired. 
All Stage 1 facilities are measured under a collective basis (refer to Note 14 for specific 
parameters that apply with respect to certain shareholders, members of the Board of Directors, 
senior management of the Bank and their connected persons). The collective portfolio is 
segmented into exposures to individuals and exposures to business and then according to 
internal credit rating bands. 

� Stage 2 ± Underperforming exposures 
Exposures for which the credit risk has increased significantly since initial recognition, a lifetime 
ECL is recognised that can be significantly higher than a 12-month ECL. 

� Stage 3 ± Impaired exposures 
Exposures which are considered to be credit-impaired (refer to section below on the definition 
of credit-impaired debt financial assets) and a lifetime ECL is recognised. All facilities under 
Stage 3 are assessed for impairment on an individual basis. Interest income is recognised on 
the amortised cost of the loan net of allowances. 

� Purchased or Originated Credit Impaired exposures 
Purchased or originated financial assets are financial assets that are credit-impaired on initial 
recognition. POCI assets include loans purchased or originated at a deep discount that reflect 
incurred credit losses. On initial recognition POCI assets do not carry an impairment allowance 
as lifetime ECLs are incorporated into the calculation of the effective interest rate. On 
subsequent measurement, the ECLs for POCI assets are always measured at an amount equal 
to lifetime ECLs. The amount recognised as a loss allowance for these assets is equal to the 
changes in lifetime ECLs since initial recognition of the asset. Favourable changes in lifetime 
ECLs are recognised as an impairment gain, even if the favourable changes are more than the 
amount, if any, previously recognised in profit or loss as impairment loss.  
 

Forborne exposures are debt contracts in respect of which forbearance measures have been applied. 
Forbearance measures consist of concessions towards a debtor that is experiencing or about to 
experience difficulties in meeting its financial commitments (³ILQDQFLDO GLIILFXOWLHV´). The definition of 
forborne exposures is in accordance with the provisions of Commission Implementing Regulation (EU) 
2015/227 of 9 January 2015. 
 
The Bank considers as credit-impaired debt financial assets which fall within the definition of defaulted. 
The Bank considers as defaulted debt financial assets which satisfy any of the following: 

� MDWHULDO H[SRVXUHV DV VHW E\ CHQWUDO BDQN RI C\SUXV (µCBC¶) DUH PRUH WKDQ 90 GD\V past due; 

� The borrower is assessed as unlikely to pay its credit obligations in full without realisation of 
collateral, regardless of the existence of any past due amount or number of days past due; 

� The facility has been forborne and is more than 30 days past due within the probation period; 

� The facility is considered as non-performing according to reporting rules of EBA¶V WHFKQLFDO 
standards on supervisory reporting on forbearance and non-performing exposures under article 
99(4) of Regulation (EU) No 575/2013. 

 
An exposure ceases to be treated as defaulted if none of the entry criteria are met. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
A borrower is assessed as unlikely to meet its credit obligations if any of the following hold: 

� A borrower has sought or has been placed under bankruptcy either by the Bank or an external 
party; 

� The Bank consents to a distressed restructuring of the credit facility where it is likely to result in 
a reduced obligation by the borrower caused by the material forgiveness, or postponement, of 
principal, interest or, where relevant fees. Material forgiveness is defined as forgiveness of 20% 
or more of total outstanding amounts, including principal, interest or fees.  

 
Factors the Bank considers in determining what is a significant increase in credit risk include the 
following: 

� Exposure is more than 30 days past due at reference date; 

� Change in the risk of default occurring over the remaining life of the financial instrument has 
increased significantly and above a specific risk of default threshold, e.g. probability of default 
more than doubled and the new credit score is 6 or higher; 

� Forborne and modified loans. 
 
The Bank reduces the gross carrying amount of a financial asset when there is no reasonable 
expectation of recovering it. In such a case, financial assets are written-off either partially or in full. A 
write-off may refer to both contractual and non-contractual write-off. Write-offs and partial write-offs 
represent derecognition / partial derecognition events. If the amount of write-offs is greater than the 
amount of accumulated loss allowance, the difference is first treated as an addition to the allowance 
that is then applied against the gross carrying amount. Recoveries, in part or in full, of amounts 
previously written-RII DUH UHFRJQLVHG LQ SURILW RU ORVV XQGHU µLRVV DOORZDQFH¶ OLQH. 
 
The Bank has established a policy to perform an assessment at the end of each reporting period of 
whether credit risk has increased significantly since initial recognition by considering both the change 
in the internal credit score of the borrower and the difference between the revised and initial risk of 
GHIDXOW. AV WKH BDQN¶V FUHGLW VFRUH UDQJHV IURP 1 WR 10, D WKUHVKROG RI D FUHGLW VFRUH 6 LV FRQVLGHUHG 
adequate for assuming a significant change. In addition, according to the translation of credit score to 
probability of default, an increase in default probability of more than 100% is considered a significant 
change assuming that the new credit score is 6 or higher. The following table provides a 
demonstration: 
 

 Increase in PD from Credit Score transition (x times) 

Credit Score 1 2 3 4 5 6 7 8 9 

1 
         2 16 

        3 180 11 

       4 711 43 4 

      5 1,045 64 6 2 

     6 2,100 128 12 3 2 

    7 2,866 174 16 4 3 1 

   8 4,151 253 23 6 4 2 1 

  9 5,752 350 32 8 6 3 2 1 

 10 8,999 548 50 13 9 4 3 2 2 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
If a customer moves from credit score 3 to credit score 6, the probability of default for his obligations 
increases from 0.82% to 9.53% which is translated into an increase of 12 times as indicated in the 
above table. Since the new credit score is higher than 6, then a significant increase in credit risk is 
observed and the obligations of the customer are re-classified under Stage 2.  
 
The table below provides the probability of default for each credit score.  
 

Credit Score Probability of Default 
1 0,00% 
2 0,07% 
3 0,82% 
4 3,23% 
5 4,74% 
6 9,53% 
7 13,01% 
8 18,85% 
9 26,11% 

10 40,85% 
 
For IDFLOLWLHV ZKLFK DUH FODVVLILHG XQGHU WKH ³YHU\ ORZ´ ULVN EDQG, the credit scores are calculated at 
inception and biennially thereafter. For the remaining  facilities, the credit scores are calculated at 
inception and annually thereafter. Credit score methodology is the same both at application stage and 
throughout the lifetime of the facility. 
 
Debt instruments measured at fair value through other comprehensive income 
The Bank records impairment for FVOCI debt securities, depending on whether they are classified as 
Stage 1, 2, or 3, as mentioned above. However, the expected credit losses will not reduce the carrying 
amount of these financial assets in the statement of financial position, which will remain at fair value. 
Instead, an amount equal to the allowance that would arise if the asset were measured at amortised 
cost will be recognised in other comprehensive income as an accumulated impairment amount, with a 
corresponding charge to profit or loss. 
 
For FVOCI debt securities, the Bank applies a policy which assesses whether the credit risk on the 
instrument has not increased significantly since initial recognition and calculates 12-month ECL. All 
debt securities under this category have been assessed as of low risk. Such instruments generally 
include traded, investment grade securities where the borrower has a strong capacity to meet its 
contractual cash flow obligations in the near term and adverse changes in economic and business 
conditions in the longer term may, but will not necessarily, reduce the ability of the borrower to fulfil its 
contractual cash flow obligations.  
 
Forward-looking information 
The Bank incorporates forward-looking information in the measurement of ECLs. 
 
The Bank considers forward-looking information such as macroeconomic factors (e.g. unemployment, 
GDP growth, house prices) and economic forecasts. Such macroeconomic factors are included in 
lifetime PD estimation, as well as, LGD calculation (both 12-month and lifetime). To evaluate a range 
of possible outcomes, the Bank formulates three scenarios: a base case, a pessimistic case and an 
optimistiF FDVH. 7KH EDVH FDVH VFHQDULR UHSUHVHQWV WKH PRUH OLNHO\ RXWFRPH UHVXOWLQJ IURP WKH BDQN¶V 
normal financial planning and budgeting process. Since the effort is to provide plausible scenarios, the 
optimistic and pessimistic scenarios represent slight variations of the base case. For each scenario, 
the Bank derives an ECL and applies a probability weighted approach to determine the impairment 
allowance. 
 
The Bank uses published external information from government and private economic forecasting 
services to maintain independent input of information and assume cyclicality for the remaining maturity 
where forecasts are not available. 
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2.  Significant accounting policies (continued) 
 
2.9.  Financial instruments (continued) 
Hedge accounting 
The Bank uses derivative financial instruments to hedge exposures to interest rate and foreign 
exchange risks and in the case of the hedge of net investments, the Bank uses also non-derivative 
financial liabilities. The Bank applies hedge accounting for transactions which meet the specified 
criteria. 
 
At inception of the hedging relationship, the Bank formally documents the relationship between the 
hedged item and the hedging instrument, including the nature of the risk and the objective and strategy 
for undertaking the hedge. The method that will be used to assess the effectiveness both at the 
LQFHSWLRQ DQG DW RQJRLQJ EDVLV, RI WKH KHGJLQJ UHODWLRQVKLS DOVR IRUPV SDUW RI WKH BDQN¶V 
documentation. 
 
At inception of the hedging relationship and at each hedge effectiveness assessment date, a formal 
assessment is undertaken to ensure that the hedging relationship is highly effective regarding the 
offsetting of the changes in fair value or the cash flows attributable to the hedged risk.  
 
Per IAS 39, a hedge is regarded as highly effective if the changes in fair value or cash flows 
attributable to the hedged risk of the hedging instrument and the hedged item during the period for 
which the hedge is designated, are expected to offset in a range of 80% to 125%. In the case of cash 
flow hedges where the hedged item is a forecast transaction, the Bank assesses whether the 
transaction is highly probable and presents an exposure to variations in cash flows that could 
ultimately affect the profit or loss. 
 
IFRS 9 permits as a policy choice to continue to apply hedge accounting in accordance with IAS 39. 
Otherwise, hedge effectiveness under IFRS 9 is assessed on a qualitative, forward-looking approach 
which requires the hedge to satisfy the following:  

� Economic relationship exists 

� Credit risk does not dominate value changes 

� Designated hedge ratio is consistent with risk management strategy 
 
The Bank has elected as a policy choice permitted under IFRS 9, to continue to apply hedge 
accounting in accordance with IAS 39.  
 
For the years ended 31 December 2019 and 2018, the Bank did not have any instances that deemed 
essential the application of hedge accounting. 
 
2.10. Impairment of non-financial assets 
At each reporting date, the Bank reviews the carrying amounts of its non-financial assets (other than 
investment property, inventories and deferred tax assets as applicable) to determine whether there is 
DQ\ LQGLFDWLRQ RI LPSDLUPHQW. II DQ\ VXFK LQGLFDWLRQ H[LVWV, WKHQ WKH DVVHW¶V UHFRYHUDEOH DPRXQW LV 
estimated. 
 
For impairment testing, assets are grouped together into the smallest group of assets that generates 
cash inflows from continuing use that are largely independent of the cash inflows of other assets or 
Cash Generating Units (µCGUs¶). Goodwill arising from a business combination is allocated to CGUs or 
groups of CGUs that are expected to benefit from the synergies of the combination. 
 
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less 
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time value of 
money and the risks specific to the asset or CGU. 
 
An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable 
amount. 
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2.  Significant accounting policies (continued) 
 
2.10.  Impairment of non-financial assets (continued) 
Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying 
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other 
assets in the CGU on a pro rata basis. 
 
2.11.  Property and equipment 
Freehold land and buildings 
Owner-occupied property is property held by the Bank for use in the supply of services or for 
administrative purposes. The Bank has elected to apply the revaluation model under IAS 16 Property, 
Plant and Equipment with respect to owner±occupied property. Such property is initially recognised at 
cost and subsequently measured at fair value less accumulated depreciation and impairment. 
Valuations are carried out periodically between 3 to 5 years, depending on the property, by 
independent qualified valuators. 
 
Depreciation is calculated on the revalued amount less the estimated residual value of each building 
on a straight-line basis over its estimated useful life. Gain or losses from revaluations are recognised 
in other comprehensive income. Useful lives are in the range of 33 to 67 years (or 1,5% to 3,0% 
depreciation per annum). Freehold land is not depreciated.  
 
On disposal of freehold land and buildings, the respective balance recognised under the relevant 
revaluation reserve is transferred to retained earnings.  
 
When the use of a property changes from owner-occupied to investment property, the property is re-
measured to fair value and reclassified accordingly. Any gain arising on this remeasurement is 
recognised in profit or loss to the extent that it reverses a previous impairment loss on the specific 
property, with any remaining gain recognised in other comprehensive income and presented in the 
revaluation reserve. Any loss is recognised in profit or loss. However, to the extent that an amount is 
included in the revaluation surplus for that property, the loss is recognised in other comprehensive 
income and reduces the revaluation surplus within equity.  
 
Leasehold property 
The cost of adapting / improving leasehold property is amortised on a straight-line basis over 5 to 10 
years (or 10% to 20% depreciation per annum) or over the period of the lease if this does not exceed 
10 years. Residual value is assumed to be nil. 
 
Furniture and fittings 
Furniture and fittings are measured at cost less accumulated depreciation. Depreciation of furniture 
and fittings is calculated on a straight-line basis over their estimated useful life of 5 to 10 years (or 
10% to 20% depreciation per annum).  
 
Computer hardware, security and operating systems and other equipment 
Computer hardware, systems and equipment are measured at cost less accumulated depreciation. 
Depreciation is calculated on a straight-line basis over their estimated useful life of 5 to 10 years (or 
10% to 20% depreciation per annum). 
 
Impairment 
Impairment considerations with respect to property and equipment, including right-of-use assets, are 
presented in Note 2.10. 
 
2.12.  Intangible assets 
Intangible assets consist of computer software and licences relating to usage of such software. 
  
Intangible assets acquired separately are measured on initial recognition at cost. Following initial 
recognition, intangible assets are carried at cost less any accumulated amortisation and any 
accumulated impairment losses. 
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2.  Significant accounting policies (continued) 
 
2.12.  Intangible assets (continued) 
Subsequent expenditure on software assets is capitalised only when it increases the future economic 
benefits embodied in the specific asset to which it relates. All other expenditure is expensed in profit or 
loss as incurred. 
 
Amortisation is calculated on a straight-line basis over the estimated useful life of the assets which is 3 
to 5 years for computer software (or 20% to 33% depreciation per annum). Amortisation methods, 
useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.  
 
Intangible assets are reviewed for impairment when events relating to changes to circumstances 
indicate that the carrying value may not be recoverable. If the carrying amount exceeds the 
recoverable amount then the intangible assets are written down to their recoverable amount. 
 
2.13.  Leases 
Policy applicable as of 1 January 2019 
The Bank accounts for leases in accordance with IFRS 16. The Bank applies IFRS 16 on a modified 
retrospective basis without restating prior years and electing for certain exemptions on transition. On 
transition, the right-of-use assets were measured as if the standard had been applied since the 
commencement date, but using the incremental borrowing rate at the date of initial application. 
 
The Bank has elected not to recognise right-of-use assets and liabilities for leases where the total 
lease term is less than 12 months, or for leases of low-value assets. The payments for such leases are 
recognised in the profit or loss on a straight-line basis over the lease term. The Bank has also elected 
as a policy choice permitted under IFRS 16 not to apply this standard to leases over intangible assets 
and instead account for such arrangements as service contracts. 
 
At inception, the Bank assesses whether a contract is or contains a lease. This assessment involves 
the exercise of judgement about whether it depends on a specified asset, whether the Bank obtains 
substantially all the economic benefits from the use of that asset and whether the Bank has the right to 
direct the use of the asset. For contracts which include both lease and non-lease components, the 
Bank has elected to apply the practical expedient to ignore the requirement to separate non-lease 
components (such as services) from the lease components. 
 
The Bank recognises a right-of-use asset and a lease liability at the commencement of the lease. The 
lease liability is initially measured at the present value of the remaining lease payments at that date. 
These include fixed payments, less any lease incentives receivable, variable payments depending on 
a rate or an index and payments of penalties for terminating the lease, if the lease term reflects the 
lessee exercising an option to terminate the lease. 
 
The lease payments are discounted using the interest rate implicit in the lease. If the interest rate 
implicit in the lease FRQWUDFW LV QRW DYDLODEOH, WKH BDQN¶V LQFUHPHQWDO ERUURZLQJ UDWH LV XVHG LQVWHDG. 
The lease term determined by the Bank comprises of the non-cancellable period of lease contracts 
and periods covered by an option to extend the lease if the Bank is reasonably certain to exercise that 
option or periods covered by an option to terminate the lease if the Bank is reasonably certain that will 
not exercise that option. 
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2.  Significant accounting policies (continued) 
 
2.13.  Leases (continued) 
 
The lease liability is subsequently carried at amortised cost, increased by interest expense and 
reduced by the lease payments. The Bank remeasures the lease liability (and performs a 
corresponding adjustment to the related right-of-use asset) whenever:  

� The lease term has changed or there is a significant event or change in circumstances, 

� The lease payments change, in which cases the lease liability is remeasured by discounting the 
revised lease payments using an unchanged discount rate (unless the lease payments change 
is due to a change in a floating interest rate, in which case a revised discount rate is used).  

� A lease contract is modified and the lease modification is not accounted for as a separate lease, 
in which case the lease liability is remeasured based on the lease term of the modified lease by 
discounting the revised lease payments using a revised discount rate at the effective date of the 
modification.  

 
The Bank did not make any such adjustments during the periods presented. 
 
Lease liabilities are prHVHQWHG XQGHU µProvisions and other OLDELOLWLHV¶ in the statement of financial 
position.   
 
Right-of-use assets are initially measured at cost, which comprises of: 

� the amount of the initial measurement of the lease liability, 

� any lease payment made at or before the commencement date, less any lease incentives, 

� any initial direct costs incurred, and 

� an estimate of costs to be incurred in dismantling and removing the underlying assets or 
restoring the site on which the assets are located. 

 
Subsequently, right-of-use assets are measured at cost less accumulated depreciation. Depreciation 
of right-of-use assets is calculated on a straight-line basis over their lease term.  
 
Under IFRS 16, right-of-use assets are tested for impairment in accordance with IAS 36. 
 
Right-of-XVH DVVHWV DUH SUHVHQWHG DV D VHSDUDWH FDWHJRU\ XQGHU µ3URSHUW\ DQG HTXLSPHQW¶ LQ WKH 
statement of financial position.   
 
Policy applicable prior to 1 January 2019 
The determination of whether an arrangement is a lease, or contains a lease, is based on the 
substance of the arrangement and requires an assessment of whether the fulfilment of the 
arrangement is dependent on the use of a specific asset or assets or whether the arrangement 
conveys a right to use the asset. 
 
Finance Leases 
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the 
risks and rewards of ownership to the lessee. All other leases are classified as operating leases. 
 
Operating Leases  
Leases that do not transfer to the Bank substantially all the risks and benefits incidental to ownership 
of the leased items are considered operating leases. Operating lease payments are recognised as an 
expense in profit or loss on a straight-line basis over the lease term. 
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2.  Significant accounting policies (continued) 
 

2.14.  Provisions 
Provisions for any claims against the Bank are calculated and recognised when: 

� there is a present obligation (legal or constructive) arising from past events, 

� the settlement of the obligation is expected to result in an outflow of resources embodying 
economic benefits, and  

� a reliable estimate of the amount of the obligation can be made. 
 
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects 
current market assessments of the time value of money and the risks specific to the liability. 
 
2.15. Financial guarantees and loan commitments 
The Bank issues financial guarantees to its customers, consisting of letters of credit, letters of 
guarantee and acceptances. Financial guarantees are contracts that require the Bank to make 
specified payments to reimburse the holder for a loss that it incurs because a specified debtor fails to 
make payment when it is due in accordance with the terms of a debt instrument. 
 
Financial guarantees are initially recognized at fair value and presented on the statement of financial 
position XQGHU µ3URYLVLRQV DQG RWKHU OLDELOLWLHV¶. 6XEVHTXHQWO\, WKH BDQN¶V OLDELOLW\ XQGHU HDFK 
guarantee is measured at the higher of: 

a) The amount initially recognized reduced by the cumulative amortised premium which is 
SHULRGLFDOO\ UHFRJQL]HG LQ SURILW RU ORVV XQGHU µFHH DQG FRPPLVVLRQ LQFRPH¶ OLQH LQ DFFRUGDQFH 
with the terms of the guarantee, and 

b) The amount of ECL allowance. 
 
ECL allowances resulting from financial guarantees are UHFRUGHG LQ SURILW RU ORVV XQGHU µLRVV 
DOORZDQFH¶ OLQH. 7KH EDODQFH RI WKH OLDELOLW\ IRU ILQDQFLDO JXDUDQWHHV WKDW UHPDLQV LV UHFRJQL]HG under 
µFHH DQG FRPPLVVLRQ LQFRPH¶ OLQH LQ SURILW RU ORVV ZKHQ WKH JXDUDQWHH LV IXOILOOHG, FDQFHOOHG RU H[SLUHG. 
 
Undrawn loan commitments and letters of credits are commitments under which, over the duration of 
the commitment, the Bank is required to provide a loan with pre-specified terms to the customer. 
These contracts are in scope of the ECL requirements. Corresponding ECL allowances are presented 
XQGHU µProvisions and other liabilities¶ RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ. 
 
2.16. Share capital 
Incremental costs directly attributable to the issue of ordinary shares are recognised as a deduction 
from equity. Income tax relating to transaction costs of an equity transaction is accounted for in 
accordance with IAS 12 Income Taxes. 
 
Any difference between the issue price of share capital and the nominal value is recognised as share 
premium.  
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2.17. Related party transactions and disclosures 
The Bank applies IAS 24 Related Party Disclosures with respect to the identification, as well as, 
disclosure and reporting considerations concerning related party transactions and events. To facilitate 
the application of principles within IAS 24, specific criteria and guidelines are taken into consideration. 
 
A related party is a person or entity that is related to the Bank in the following circumstances and 
conditions: 

A) A person or a close member of that person's family is related to the Bank if that person: 

� has control or joint control over the Bank, or 

� has significant influence over the Bank, or 

� is a member of the key management personnel of the Bank or of the parent company of the 
Bank. 

 
B) An entity is related to the Bank if any of the following conditions applies:   

� the entity and the Bank are members of the same group (which means that each parent, 
subsidiary and fellow subsidiary is related to the others), 

� one entity is an associate or joint venture of the other entity (or an associate or joint venture of 
a member of a group of which the other entity is a member), 

� both entities are joint ventures of the same third party, 

� one entity is a joint venture of a third entity and the other entity is an associate of the third 
entity, 

� the entity is a post-employment defined benefit plan for the benefit of employees of either the 
Bank or an entity related to the Bank, 

� the entity is controlled or jointly controlled by a person identified under A), 

� a person identified as having control or joint control over the Bank has significant influence over 
the entity or is a member of the key management personnel of the entity (or of a parent of the 
entity), or 

� the entity, or any member of a group of which it is a part, provides key management personnel 
services to the Bank or to the parent company of the Bank. 

 
The Bank has adopted the following definition with regards to µkey management personnel¶: 

� Members of the Board of Directors, 

� Persons owning directly or indirectly equal or more than 25% of the BDQN¶V VKDUH FDSLWDO, and 

� Persons that have the authority to legally bind the Bank on an individual basis. 
 
The following are deemed not to be related: 

� two entities simply because they have a director or key manager in common. 

� two venturers who share joint control over a joint venture. 

� providers of finance, trade unions, public utilities, and departments and agencies of a 
government that does not control, jointly control or significantly influence the Bank, simply by 
virtue of their normal dealings with an entity (even though they may affect the freedom of action 
of an entity or participate in its decision-making process). 

� a single customer, supplier, franchiser, distributor, or general agent with whom an entity 
transacts a significant volume of business merely by virtue of the resulting economic 
dependence. 
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2.  Significant accounting policies (continued) 
 
2.17.  Related party transactions and disclosures (continued) 
 
As a result, the following are considered related parties to the Bank: 

� Parent and entities with joint control or significant influence, 

� Subsidiaries and other entities of the same group, 

� Associates and joint ventures, 

� Key management personnel, 

� Spouses of key management personnel, 

� Children of key management personnel, 

� Legal entities which key management personnel are directors to, and 

� Legal entities to which key management personnel have direct or indirect shareholding of equal 
or more than 25%. 

 
Definition of related parties in respect of legal entities ends at the legal entity level and ignores any 
directors or shareholders of that legal entity. 
 
2.18. Fair value measurement 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date in the principal or, in its absence, 
the most advantageous market to which the Bank has access at that date. The fair value of a liability 
reflects its non-performance risk. 
 
A QXPEHU RI WKH BDQN¶V DFFRXQWLQJ SROLFLHV DQG GLVFORVXUHV UHTXLUH WKH PHDVXUHPHQW of fair values, 
for both financial and non-financial assets and liabilities. 
 
The Bank uses the following hierarchy for determining and disclosing fair value: 

� Level 1: investments valued using quoted prices in active markets. 

� Level 2: investments valued using models for which all inputs that have a significant effect on 
fair value are market observable. 

� Level 3: investments valued using models for which inputs that have a significant effect on fair 
value are not based on observable market data. 

 
When one is available, the Bank measures the fair value of an instrument using the quoted price in an 
DFWLYH PDUNHW IRU WKDW LQVWUXPHQW. A PDUNHW LV UHJDUGHG DV µDFWLYH¶ LI WUDQVDFWLRQV IRU WKH DVVHW RU 
liability take place with sufficient frequency and volume to provide pricing information on an ongoing 
basis. 
 
If there is no quoted price in an active market, then the Bank uses valuation techniques that maximise 
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen 
valuation technique incorporates all of the factors that market participants would take into account in 
pricing a transaction. 
 
If an asset or a liability measured at fair value has a bid price and an ask price, then the Bank 
measures assets and long positions at a bid price and liabilities and short positions at an ask price. 
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2.  Significant accounting policies (continued) 
 
2.18.  Fair value measurement (continued) 
 
The best evidence of the fair value of a financial instrument on initial recognition is normally the 
transaction price, i.e. the fair value of the consideration given or received. If the Bank determines that 
the fair value on initial recognition differs from the transaction price and the fair value is evidenced 
neither by a quoted price in an active market for an identical asset or liability nor based on a valuation 
technique for which any unobservable inputs are judged to be insignificant in relation to the 
measurement, then the financial instrument is initially measured at fair value, adjusted to defer the 
difference between the fair value on initial recognition and the transaction price. Subsequently, that 
difference is recognised in profit or loss on an appropriate basis over the life of the instrument but no 
later than when the valuation is wholly supported by observable market data or the transaction is 
closed out. 
 
2.19. Comparatives 
Comparatives presented in the financial statements are restated, where considered necessary, to 
conform with changes in the presentation of the current year. 
 
 
3. Significant accounting estimates and judgments 
 
The Bank makes estimates and assumptions concerning the future. The resulting accounting estimates 
will, by definition, seldom equal the related actual results. Estimates and judgments are continuously 
evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances.  
 
3.1.   Going concern 
The financial statements for the year ended 31 December 2019 have been prepared on the going 
concern basis.  
 
For the purposes of this principle, the Bank has taken into account the current economic 
developments and made estimates for the development of the economic environment in which it 
operates for the near future. The main factors creating uncertainties regarding the application of this 
principle relate to the economic environment in Cyprus, the high percentage of non-performing loans 
that continue to exist in the banking system of Cyprus and the impact of the coronavirus (µC29ID-19¶). 
  
During the preparation of the financial statements for the year ended 31 December 2019, WKH BDQN¶V 
Management took into account the following factors: 

� Capital adequacy 
The Bank's total capital ratio at 31 December 2019 was at 19.2%, whilst the Total Capital Ratio 
requirement including SREP was 15% without Pillar 2 Capital Guidance and 15,5% with Pillar 2 
Capital Guidance. Regarding the impact of the implementation of IFRS 9, the Bank has not 
made use of the transitional provisions, as the impact on its capital was not assessed as 
significant. 
 
IQ ASULO 2020, D FDSLWDO LQFUHDVH RI ¼10 PLOOLRQ ZDV FRPSOHWHG. The Bank is now sufficiently 
capitalised to meet the challenges of the year ahead. 

� Liquidity 
In 2019, the Bank increased its customer deposits E\ ¼65 PLOOLRQ DW UHGXFHG interest rates. The 
Bank is also participating under the Targeted Longer-Term Refinancing Operations (TLTRO III)  
for funding from the European Central Bank under the Eurosystem monetary policy operations.  
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3.   Significant accounting estimates and judgments (continued) 
 
3.1.  Going concern (continued) 

 
� Cyprus economy 

Performance 
The Cypriot economy displayed, similarly to 2018, positive performance. GDP growth is 
estimated for 2019 to reach 3.2% compared to 3.9% in 2018, whilst inflation remained at a low 
0.5% and unemployment fell further to 7.0% compared with 8.7% in 2018. According to 
Treasury's forecasts, debt will rise to 97% in 2019 with a forecast to fall to 81% by 2022. The 
Republic of Cyprus has made an early repayment of the loan it had received from Russia and 
plans in 2020 to make an early repayment of the loan received from the International Monetary 
Fund. 
 
The strong performance of the economy is driven by private consumption, tourism and 
services. Private consumption has benefited from the rapid expansion of employment in all 
sectors, which has led to a significant reduction in unemployment, whilst tourism, services and 
shipping are providing a significant contribution to development.  
 
The introduction of the General Health System has created surpluses in the General 
GRYHUQPHQW¶V ILVFDO EXGJHW DV WKH FRQWULEXWLRQV WR WKH KHDOWK V\VWHP ZHUH LQLWLDWHG DV RI 1 
March 2019, as opposed to the provision of services that began on 1 June 2019. 
 
The Cyprus sovereign is rated by international rating agencies Standard & 3RRU¶V and Fitch 
within the BBB investment tier with a stable horizon and outlook which should enable relatively 
easier management of fiscal debt levels. In parallel, the Republic of Cyprus has successfully 
issued 5-year, 15-year and 30-year bonds totalling ¼2.75 ELOOLRQ LQ 2019. 
 
The hydrocarbon deposits discovered in the Exclusive Economic Zone of the Republic of 
Cyprus are expected to give additional impetus to investments in the energy sector. 
 
Predictions  
Although according to the Macroeconomic and Budgetary Forecasts of the Ministry of Finance, 
the budgetary balance in 2020 was projected to be in surplus and to reach 2.7% as a 
percentage of GDP, while the primary surplus was projected to be around 5.1% of GDP, the 
spread of the FRURQDYLUXV (µC29ID-19¶) and the government's announced measures are 
projected to have a negative impact on both GDP growth and surplus of the primary balance. It 
is not yet possible to accurately calculate the impact that the outbreak, as well, as the 
measures taken will have on the Cypriot economy and its GDP projections. 
 
BDVHG RQ WKH DERYH LQLWLDO IRUHFDVWV, SXEOLF GHEW LQ 2020 ZRXOG IDOO WR ¼20.4 ELOOLRQ DQG DV D 
percentage of GDP to be limited to 91.1%. The downward trajectory of government debt as a 
percentage of GDP was expected to continue in the coming years and fall to 85.9% and 81.1% 
at the end of 2021 and 2022 respectively. 
 
According to the European Commission's winter forecasts, the Cypriot economy would 
continue to be robust and expected to grow in 2020 though at a slower pace than previous 
years. Lower expectations for 2020 are affected by the weak growth of the euro area, as well 
as, the uncertainties of major countries trading with Cyprus. Additionally, the construction 
sector may be affected by the passport restriction programme for third-country residents. 
 
Inflation was expected to reach 0.5% in 2019 and for 2020 it is estimated that there will be an 
increase of up to 0.8% mainly due to the increase in disposable income. 
 
The COVID-19 outbreak, which has forced the World Health Organisation to declare it a 
pandemic, is bound to affect the economies of the world due to the drastic measures taken to 
contain it.  
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3.   Significant accounting estimates and judgments (continued) 
 
3.1.  Going concern (continued) 

 
In addition to COVID-19, the risks that the Cypriot economy may face relate to the international 
economic environment which is still unstable, due to the ongoing tension in trade relations and 
geopolitical developments in the surrounding Eastern Mediterranean region, including the 
migration problem. The slowdown in global growth, particularly in the euro area economies and 
other important trading partners of Cyprus, has started to become apparent and if it continues 
longer than expected it will have a negative impact on key forecasts. In addition, uncertainty 
exists as to how the European Union will cooperate with the United Kingdom after its 
withdrawal.   

 
DXH WR WKH HPHUJHQFH RI WKH FRURQDYLUXV (µC29ID-19¶) LQ WKH ILUVW TXDUWHU RI 2020, ZKLFK VRRQ 
received pandemic characteristics by the World Health Organization, the smooth functioning of the 
world economy has been affected. This adds as an important factor of uncertainty both in terms of the 
evolution of macroeconomic aggregates and the ability of companies to operate under the restrictive 
measures imposed as a result.  
 
This development is expected to adversely affect the ability of borrowers to repay their obligations 
and, by analogy, the levels of expected credit risk losses. The financial impact depends to a 
considerable extent on the period of time this crisis will last and varies on a case-by-case basis as 
each sector of the economy is affected differently. These negative effects which are expected to affect 
the future plans of the Bank, cannot be determined or quantified at this stage. 
 
In its efforts to support individuals and businesses most affected by COVID-19 and its associated 
containment measures, the Cyprus government has announced a package of financial measures and 
relaxations. In parallel, the European Central Bank has announces measures to enhance the liquidity 
of credit institutions while facilitating the gradual absorption of the impact on capital adequacy ratios. 
  
When deciding upon the Bank's ability to operate as an ongoing activity, the management has taken 
into account the following: 

� the Bank's capital adequacy as at 31 December 2019 and capital increase performed in 2020  

� WKH BDQN¶V VLJQLILFDQW OLTXLGLW\ OHYHOV DQG WKHLU PRQLWRULQJ RQ D GDLO\ EDVLV 

� the Bank's access to liquidity through the Central Bank of Cyprus 

� the measures taken by the European Central Bank to ensure that banks can continue to fulfil 
their role in financing the economy   

� the measures taken by the Republic of Cyprus to support the economy from the effects of 
COVID-19  

� the decisions of the euro area countries to take a series of fiscal and other measures to 
stimulate the economy, as well as, the decisions of the supervisory authorities to provide 
liquidity and support capital adequacy 

� the measures taken by the Bank to protect employees and customers, to implement actions 
under the Business Continuity Plan and to enable the possibility of distance work on a large 
scale, ensuring uninterrupted performance of critical and other functions 

 
3.2.  Loss allowance on loans and advances to customers 
The Bank reviews loans and advances to assess whether a loss allowance should be recorded in 
profit or loss.  
 
For individually significant assets, loss allowances are calculated on an individual basis and all 
relevant considerations that have a bearing on the expected future cash flows are taken into account. 
The level of the loss allowance is the difference between the value of the expected future cash flows 
discounted DW WKH ORDQ¶V RULJLQDO HIIHFWLYH LQWHUHVW UDWH DQG LWV FDUU\LQJ DPount. Subjective judgements 
are made in the calculation of future cash flows.  
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3.   Significant accounting estimates and judgments (continued) 
 
3.2.  Loss allowance on loans and advances to customers (continued) 
 
Furthermore, judgements change with time as new information becomes available, resulting in 
revisions to the loss allowance. Changes in these estimates would result in a change in the 
allowances and have a direct impact on the loss allowance charge.  
 
In addition to loss allowances on an individual basis, the Bank also calculates loss allowances on a 
collective basis through the assignment of probabilities of default and loss given default for portfolios 
of loans with similar credit risk characteristics. This methodology is subject to estimation uncertainty, 
partly because it is not practicable to identify losses on an individual loan basis due to the large 
number of loans in each portfolio. Further, the absence of historical loss experience increases 
estimation uncertainty. 
 
For 12-month probabilities of default, credit score values are translated to probabilities of default using 
logistic distribution maps.  
 
For lifetime probabilities of default, the Bank uses as a basis the 12-month probabilities of default as 
follows: 

� Inherent default probability 
For each credit score value, the Bank uses a conditional probability formula to extend 
probabilities and reflect the state relative to the loan maturity. This is assumed as the µinherent¶ 
default probability. As credit score value changes across maturity, the inherent lifetime 
probability of default will adjust accordingly.  

� Macro-factor and other adjustments 
The Bank adjusts inherent cumulative lifetime probabilities to influencing macro-factors and 
vested interest factors, such as the Loan-to-Value of the credit facility, the unemployment rate 
and GDP of Cyprus. The vested interest factor assumes that as the facility approaches 
maturity, the borrower has less incentive to default. This factor is assumed to be pro-rata per 
year approaching maturity. 

 
The Bank uses the following macro-economic factors: 

� Unemployment rate 
Annual percentage fluctuations of the standardised unemployment rate for all ages and 
genders as available through Eurostat. 

� Gross Domestic Product 
Seasonally-adjusted last quarter annual growth rates as published by CyStat.  

� Property price index  
AQQXDO SHUFHQWDJH IOXFWXDWLRQV RI WKH CHQWUDO BDQN RI C\SUXV¶ QDWLRQDO UHVLGHQWLDO DQG 
commercial index.  

 
The Bank uses the Central Bank of Cyprus, European Systemic Risk Board and Ministry of Finance as 
the main sources for the forecasted values of the above macro-factors. 
  
Where forecasts for the same macro-economic factor are available by more than one source of the 
ones outlined above, the Bank uses more severe projections to its pessimistic scenario as described 
below. As forecasts are usually limited to a maximum of three years, the Bank applies the assumption 
of cyclicality to extend projections until the maturity of facilities.  
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3.   Significant accounting estimates and judgments (continued) 
 
3.2.  Loss allowance on loans and advances to customers (continued) 
 
The Bank uses three scenarios for its projections: 

� Optimistic 
Takes the neutral projection and adds or subtracts 1% according to macro-economic factor. 
For example, a 1% increase in property prices and GDP is considered optimistic, while a 1% 
decrease in unemployment is considered optimistic.  

� Baseline 
Takes the historical index and projects accordingly. 

� Pessimistic 
Takes the neutral projection and adds or subtracts 1% according to macro-economic factor. 
For example, a 1% decrease in property prices and GDP is considered pessimistic, while a 
1% increase in unemployment is considered pessimistic.  
 

All scenarios take equal weight in the calculation of H[SHFWHG FUHGLW ORVV (µECL¶). 

  
The above graph demonstrates an example of how lifetime probability of default would fluctuate under 
a macroeconomic scenario for a housing loan. 
 
In the absence of adequate historical internal data, the Bank has used academic papers in order to 
determine macro-economic factors influencing probabilities of default and made adjustments to 
coefficients according to external data availability and local market observations where relevant and 
applicable. 
 
The methodology and the assumptions used in calculating loss allowances are reviewed regularly. It is 
possible that the actual results within the next financial year could be different from the assumptions 
made, resulting in a material adjustment to the carrying amount of loans and advances (Note 14). 
 
COVID-19 impact  
The situation surrounding COVID-19 changes drastically on a daily basis and many parameters that 
affect both the Cypriot and global economies are still unknown as to their extent and impact. Even 
though no scenarios related to the outbreak have been constructed as a result of this uncertainly, for 
prudency purposes, as of April 2020 onwards, 100% weight has been placed on the Pessimistic 
scenario and 0% weights has been assigned to both Baseline and Optimistic Scenarios. Once the 
impact of COVID-19 can be assessed with more accuracy, the scenarios will be revisited and updated 
accordingly.  
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3.   Significant accounting estimates and judgments (continued) 
 
3.2.  Loss allowance on loans and advances to customers (continued) 
 
Limitation of estimation techniques 
The models applied by the Bank may not always capture all characteristics of the market at a point in 
time as they cannot be recalibrated at the same pace as changes in market conditions. Interim 
adjustments are expected to need to be made until the base models are updated. Although the Bank 
uses latest available data wherever possible and available, models used to calculate ECLs may also 
include data that are not current, for which adjustments will be made for significant events occurring 
prior to the reporting date. 
 
For purposes of prudency and due to the lack of historical information at the time of inception of the 
provisioning methodology, the Bank included a conservative component within the impairment 
aOORZDQFH FDOFXODWLRQ. 7KH FRQVHUYDWLYH FRPSRQHQW ZDV WR DGG 1 SRLQW WR HDFK FXVWRPHU¶V FUHGLW 
VFRUH, ZKLFK WUDQVODWHG WR D KLJKHU 3D WKDQ WKH RQH UHIOHFWHG XQGHU WKH FXVWRPHU¶V RULJLQDOO\ 
FDOFXODWHG FUHGLW VFRUH LQ DFFRUGDQFH ZLWK WKH BDQN¶V PHWKRGRORJ\. 7his conservative component was 
removed from the impairment allowance calculation in 2019 taking into consideration the following:  

� WKH BDQN¶V WUDFN UHFRUG RI YHU\ ORZ SHUFHQWDJHV RI H[SRVXUHV LQ DUUHDUV, DQG  

� the improvements recorded under non-performing exposures figures in the local market. 
 
3.3.  Tax 
The Bank is subject to Cyprus income tax. Significant estimates are required in determining the 
provision for taxes at the reporting date, and therefore the tax determination is uncertain. Where the 
final tax is different from the amounts that were initially recorded, such differences will affect the 
income tax expense, the tax liabilities and deferred tax liabilities of the period in which the final tax is 
agreed with the tax authorities. 
 
The Bank recognises a deferred tax asset in relation to tax losses, to the extent there may be future 
taxable profits against which the losses may be utilised. The determination of the amount of deferred 
tax assets that can be recognised is based on the timing and level of future taxable profits, in 
combination with future tax planning strategies. These variables are determined based on significant 
estimates and assumptions, and are by definition uncertain. It is possible that the actual conditions in 
the future will be different from the assumptions used, resulting in material adjustments to the carrying 
value of deferred tax assets.  
 
No deferred tax asset has been recognised in the statement of financial position as at 31 December 
2019 and 2018. A summary of the tax losses on which no deferred tax asset has been recognised is 
disclosed in Note 11. 
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3.   Significant accounting estimates and judgments (continued) 
 
3.4.  Fair value of assets and liabilities (Note 2.18) 
Financial assets and liabilities 
The fair value of investments at amortised cost is disclosed in Note 18. Furthermore, management 
estimates that the fair value of all other financial assets, as well as financial liabilities, approximates their 
carrying amounts as presented in the statement of financial position.  
 
Non-financial assets - Freehold land and buildings 
The Bank, effective from 1 January 2018, has adopted the revaluation model under IAS 16 for 
freehold land and buildings. In addition to fair value measurement considerations, management 
exercises judgment in determining if and when a revaluation exercise would be necessary, 
FRQVLGHULQJ, DPRQJ RWKHU, WKH VXIILFLHQF\ RI IUHTXHQF\ RI SHULRGLF UHYDOXDWLRQV EDVHG RQ WKH BDQN¶V 
policies, as well as indicators that might, at any point in time, lead to the conclusion to carry out a 
revaluation exercise (e.g. when carrying amount appears to differ from assessed fair value).  
 
A valuation report dated 29 October 2019 was prepared by an independent, accredited, qualified 
valuer, who possesses appropriate qualifications and recent experience in the valuation of similar 
REMHFWV, LQ DFFRUGDQFH ZLWK ZKLFK WKH QHW ERRN YDOXH RI WKH BDQN¶V EXVLQHVV FHQWUH SUHPLVHV LQ 
Limassol, comprising of freehold land and buildings, does not materially differ from its fair value. The 
fair value hierarchy of freehold land and buildings is disclosed in Note 20.  
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4. Interest income 
 2019 2018 
Interest income recognised using the effective interest method ¼ ¼ 
Loans and advances to customers 3.802.016 2.139.027 
Investments at amortised cost 113.443 25.920 
Investments at fair value through other comprehensive income 3.486 4.309 
Placements with banks  9.896 3.449 

 3.928.841 2.172.705 
 
 
5. Interest expense 
 2019 2018 
Interest expense recognised using the effective interest method ¼ ¼ 
Customer deposits 278.284 410.139 
Balances with Central Bank  93.147 189.978 
Other borrowings (Note 24) 49.960 26.316 
Placements with banks 11.701 16.320 
Lease liabilities (Note 25) 35.401 - 

 468.493 642.753 
 
Balances held with the Central Bank and other banks carry negative interest, which averaged 0,40% 
as at 31 December 2019 (2018: 0,40%). 
 
 
6. Fee and commission income and expense 
 
Fee and commission income 
 2019 2018 
 ¼ ¼ 
Payment services 182.113 120.887 
Clearing and settlement  116.087 44.735 
Insurance rebate arrangements 103.184 55.618 
Loan servicing and commitments 96.664 54.304 
Financial guarantees 92.366 66.251 
Other 173.706 103.510 

 764.120 445.305 
 
Fee and commission expense 
 2019 2018 
 ¼ ¼ 
Clearing and settlement 202.023 118.092 
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7. Staff costs 
 2019 2018 
 ¼ ¼ 
Staff salaries and other remuneration, net of subsidies 2.874.317 2.690.957 
Pension plan contributions 137.780 137.287 
Social insurance and other HPSOR\HU¶V contributions 411.653 336.302 

 3.423.750 3.164.546 
 
The number of persons employed by the Bank as at 31 December 2019 was 83 (2018: 81). 
Remuneration concerning Directors and key management personnel is disclosed in Note 35. 
 
The Bank operates a defined contribution scheme, which provides for employer contributions of 6% on 
the employee gross salary and employee contributions within a range of 4%-10% of their gross salary. 
The BDQN¶V FRQWULEXWLRQV DUH H[SHQVHG Ds incurred and are included under µStaff costs¶ line. The Bank 
has no legal or constructive obligations to pay further contributions if the scheme does not hold 
sufficient assets to pay all employee benefits relating to employee service in the current period. This 
scheme is in the form of a pension plan under Ancoria Insurance Public Ltd, an indirect shareholder of 
the Bank. 
 
 
8. Other operating expenses 
 2019 2018 
 ¼ ¼ 
Rental of premises - 222.800 
Utilities and other premises expenses  163.158 141.596 
Post and telecommunication expenses 219.364 181.147 
Insurance expenses 42.756 38.143 
DLUHFWRUV¶ UHPXQHUDWLRQ DQG H[SHQVHV 149.028 111.277 
Travelling and training, net of any subsidies 76.854 36.579 
AXGLWRUV¶ remuneration for statutory audit 59.500 53.550 
AXGLWRUV¶ remuneration for other non-audit assurance engagements 52.181 23.747 
Legal and consultancy fees 375.512 192.142 
Advertising and promotion 146.607 245.400 
Special tax levy on deposits (Note 11) 296.134 202.509 
Supervisory fees 108.980 83.024 
Computer supplies, maintenance and related expenses 815.810 737.694 
Professional and trade subscriptions 62.161 56.651 
Printing and stationery 38.050 45.403 
Other operating expenses 109.873 107.469 

 2.715.969 2.479.131 
 
Following the adoption of IFRS 16 as of 1 January 2019, µ5HQWDO RI SUHPLVHV¶ OLQH is nil for the year 
ended 31 December 2019.  
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9. Loss allowance 
 2019 2018 
 ¼ ¼ 
Loans and advances to customers (Note 14) 75.071 144.462 
Financial guarantees and commitments (Note 25) (50.157) 22.761 
Investments at fair value through other comprehensive 
income (Note 16) (144) 452 
Investments at amortised cost (Note 17) 910 22.533 

 25.680 190.208 
 
The table below shows the loss allowance charge per stage and by assessment approach for the year: 
 2019 

 
Stage 1 

Individual 
Stage 1 

Collective 
Stage 2 

Individual 
Stage 2 

Collective 
Stage 3 

Individual 
Total 

 
 ¼ ¼ ¼ ¼ ¼ ¼ 
Loans and advances to customers (143.155) 244.593 - (68.490) 42.123 75.071 
Financial guarantees and commitments (27.939) 18.029 (36.643) (3.604) - (50.157) 
Investments at fair value through other 
comprehensive income (144) - - - - (144) 
Investments at amortised cost 910 - - - - 910 

Total loss allowance (170.328) 262.622 (36.643) (72.094) 42.123 25.680 
 
 2018 

 
Stage 1 

Individual 
Stage 1 

Collective 
Stage 2 

Individual 
Stage 2 

Collective 
Stage 3 

Individual 
Total 

 
 ¼ ¼ ¼ ¼ ¼ ¼ 
Loans and advances to customers (118.244) 209.871 (7.519) 59.466 888 144.462 
Financial guarantees and commitments (40.979) 30.099 34.423 (782) - 22.761 
Investments at fair value through other 
comprehensive income 452 - - - - 452 
Investments at amortised cost 22.533 - - - - 22.533 

Total loss allowance (136.238) 239.970 26.904 58.684 888 190.208 
 
 
10. Loss before tax 
 
Loss before tax is stated after charging the following items: 
 2019 2018 
 ¼ ¼ 
DLUHFWRUV¶ UHPXQHUDWLRQ (Note 35) 143.537 104.819 
Operating lease rentals for buildings and software 54.383 129.349 
AXGLWRUV¶ UHPXQHUDWLRQ IRU:   
  -  Statutory audit  59.500 53.550 
  -  Other non-audit assurance engagements 52.182 23.747 
 
All the above amounts are included under µOther operating expenses¶ line. 
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11. Income tax  
 
The total tax charge for the year can be reconciled to the accounting profit or loss as follows: 
 
 2019 2018 
 ¼ ¼ 
Loss before tax (3.172.050) (5.136.143) 

Corporation tax based on applicable rates (396.506) (642.018) 

Tax effect of:   
  - Non-deductible expenses 151.841 778.923 
  - Allowances and income not subject to tax (119.477) (751.514) 
  - Tax losses for the year 364.142 614.610 

 - - 
Withholding tax on dividend income (68) (193) 

Tax charge (68) (193) 
 
Corporation tax is calculated at the rate of 12,5% on taxable income.  
 
As per the Income Tax law, a company may carry forward tax losses incurred during a tax year, over 
the next five years to be offset against taxable income. As at 31 December 2019, the Bank's tax 
losses to be carried forward amounted to ¼21.749.904 (2018: ¼18.931.616). Tax losses until year end 
2016 DPRXQWLQJ WR ¼8.461.243 have been assessed and confirmed by the Tax Department.  
 
No deferred tax asset was recognised in respect of tax losses due to uncertainties pertaining the 
amount and timing of future taxable benefits. 
 
Special Tax Levy on Credit Institutions 
According to the Special Levy on Credit Institutions Law of 2011 passed on 14 April 2011, a special 
levy on credit institutions was imposed on qualifying deposits held by each credit institution at 31 
December of the year preceding the year of taxation. Based on the latest amendment of the Law 
published in the official Gazette on the 26 July 2013, the annual special tax levy is calculated on a 
quarterly basis at the rate 0,0375% on the deposits of financial institutions at 31st March, 30th June, 
30th September and 31st December of each year.  
 
For the year ended 31 December 2019, the total Special Tax Levy imposed RQ WKH BDQN¶V TXDOLI\LQJ 
deposits amounted to ¼296.135 (2018: ¼202.509) and is included under µOther operating expenses¶ 
line (Note 8). 
 
 
12. Cash and balances with Central Bank 
 2019 2018 
 ¼ ¼ 
Cash 4.408.925 4.110.906 
Balances with Central Bank of Cyprus   
  - Non-obligatory balances 17.501.270 39.818.224 
  - Obligatory balances for liquidity purposes 2.144.459 1.493.093 

 24.054.654 45.422.223 
 
The analysis of credit ratings for deposits with the CBC by independent rating agencies is presented in 
Note 33. Balances with CBC carry an interest charge for utilised amounts out of obligatory deposits.  
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13. Placements with banks 
 
The analysis of credit ratings of placements with banks by independent rating agencies is presented in 
Note 33.  
 
 2019 2018 
 ¼ ¼ 
Foreign Banks   
  - Short-term placements considered cash equivalents (Note 32) 2.491.836 4.400.184 
  - Long-term placements 1.173.847 - 

 3.665.683 4.400.184 
 
Placements with foreign banks mainly refer to current balances on nostro accounts with correspondent 
banks. The majority of these balances in 2019 was kept with KBC Bank NV for a total amount of 
¼2.444.788 (2018: ¼2.836.848). All placements with foreign banks carry an interest charge based on 
the interbank rate of the relevant term and currency. 
 
 
14. Loans and advances to customers 
 2019 2018 
 ¼ ¼ 
Retail   
Housing 108.615.420 74.374.889 
Consumer 9.737.511 4.939.732 
Overdrafts 503.911 296.851 

 118.856.842 79.611.472 
Business   
Loans 80.010.775 31.861.254 
Overdrafts 11.282.540 6.488.294 

 91.293.315 38.349.548 

Gross loans and advances to customers  210.150.157 117.961.020 
Loss allowance on loans and advances to customers (528.132) (453.061) 

 209.622.025 117.507.959 
 
Movement of loss allowance on loans and advances to customers 
 2019 2018 
 ¼ ¼ 
1 January  (453.061) (308.599) 
Loss allowance for the year (Note 9) (75.071) (144.462) 

31 December (528.132) (453.061) 
 
There was no interest suspended as at 31 December 2019 (2018: ¼QLO). 
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14.  Loans and advances to customers (continued) 
 
Non-performing exposures 
Exposures that meet the non-SHUIRUPLQJ H[SRVXUHV (µN3E¶) GHILQLWLRQ LQ DFFRUGDQFH ZLWK WKH 
EXURSHDQ BDQNLQJ AXWKRULW\¶V (µEBA¶) WHFKQLFDO VWDQGDUGV DUH FRQVLGHUHG WR EH LQ GHIDXOW DQG IRU WKLV 
reason classified under Stage 3 (credit-impaired). 7KH H[SHFWHG FUHGLW ORVVHV (µECL¶) RI Whese credit 
facilities are calculated on a lifetime basis.  
 
On 31 December 2019, an amount of ¼206.918 (2018: ¼4.142) was classified by the Bank as NPE. 
The following exposures are considered NPE: 

� Material exposures of more than ninety (90) days past due 

� The debtor is assessed as unlikely to pay its credit obligations in full without realisation of 
collateral, regardless of the existence of any past due amount or of the number of days past 
due 

� The exposure is impaired as per the applicable accounting framework 

� Exposures considered as in default in accordance with EU Regulation 575/2013 Article 178 

� Exposures where legal action has been taken by the Bank against them or exposures of which 
debtors are bankrupt 

� Forborne exposures reclassified from NPE status that were NPE at forbearance or became 
NPE after forbearance and which are re-forborne while under probation 

� Forborne exposures reclassified from NPE status that were NPE at forbearance or became 
NPE after forbearance that present arrears 30 days past due while under probation 

� For debtors classified as retail as per the EU Regulation 575/2013, when the Bank has on-
balance sheet exposures to a debtor that are material and are past due by more than 90 days 
and the gross carrying amount of which represents more than 20% of the gross carrying 
amount of all on-balance sheet exposures to that debtor, then all on and off-balance sheet 
exposures to that debtor shall be considered as NPE 

� For debtors classified as non-retail as per the EU Regulation 575/2013, when the Bank has 
on-balance sheet exposures to a debtor classified as non-performing, then all on and off-
balance sheet exposures to that debtor shall be considered as NPE 

 
According to EU Regulation 575/2013 Article 178, reasonable materiality thresholds of credit 
obligations past due shall be defined by national competent authorities. The Central Bank of Cyprus 
(µCBC¶) has issued a Directive on Supervisory Reporting on Forbearance and Non-Performing 
Exposures of 2015 stating the following thresholds: 

� For obligors of retail exposures, including exposures secured by mortgages of residential or 
commercial property, the higher of: 

a. A minimum limLW RI ¼500, L.H. LI WKH DPRXQW LQ DUUHDUV RI DQ REOLJRU ZKR KDV D UHWDLO 
H[SRVXUH GRHV QRW H[FHHG ¼500, this exposure is not classified as defaulted exposure, or 

b. One loan instalment or an overdraft excess of 10% of the contractual limit, as applicable  

� For other exposures, the higher of: 

a. A PLQLPXP OLPLW RI ¼1.000, i.e. if the total amount in arrears of the total exposure of an 
REOLJRU GRHV QRW H[FHHG ¼1.000, this exposure is not classified as defaulted exposure, or 

b. The amount of arrears and excesses that in total exceed 10% of the total exposures to 
the obligor 
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14.  Loans and advances to customers (continued) 
 
In October 2017, the European Commission published a delegated regulation supplementing EU 
Regulation 575/2013 with regard to regulatory technical standards for the materiality threshold for 
credit obligations past due which states the following thresholds: 

� Absolute threshold cannot be higher than ¼100 for retail exposures or ¼500 for non-retail 
exposures 

� Relative thresholds to be set at the level of 1% for both retail and non-retail exposures 

� If a national competent authority considers that the 1% materiality threshold does not reflect a 
reasonable level of risk, it may set a relative threshold at a different level which in any case 
must be lower than or equal to 2,5% 

 
Forborne exposures 
On 31 December 2019, no forborne exposures were held by the Bank LQ DFFRUGDQFH ZLWK EBA¶V 
technical standards published in 2014.  
 
According to the standards, forborne exposures are debt contracts in respect of which forbearance 
measures have been extended. Forbearance measures consist of concessions towards a debtor 
facing or about to face difficulties in meeting iWV ILQDQFLDO FRPPLWPHQWV (³ILQDQFLDO GLIILFXOWLHV´).  
 
Concession refers to either of the following actions: 

� A modification of the previous terms and conditions of a contract the debtor is considered 
unable to comply with due to its financial difficulties to allow for sufficient debt service ability, 
that would not have been granted had the debtor not been in financial difficulties 

� A total or partial refinancing of a troubled debt contract that would not have been granted had 
the debtor not been in financial difficulties. 

 
Evidence of concession includes: 

� A difference in favour of the debtor between the modified and the previous terms of the 
contract 

� Cases where a modified contract includes more favourable terms than other debtors with a 
similar risk profile could have obtained from the same institution. 

 
BaQN¶V SROLc\ IRU VSecLILc aQd cROOecWLYe loss allowance 
The Bank reviews the collectability of its loans and advances to customers and assesses whether a 
loss allowance should be recorded in profit or loss. The procedure followed by the Bank for this 
exercise comprises of an individual assessment of the exposures for specific loss allowance and an 
assessment for collective loss allowance DV SHU WKH BDQN¶V SURYLVLRQLQJ SROLF\. 
 
The selection criteria for clients which are individually assessed for specific loss allowance are the 
following: 

� To groups of connected persons which exceed 3% RI WKH BDQN¶V VKDUH FDSLWDO DQG UHVHUYHV 
and are not classified as Stage 1 exposures 

� To key management personnel and their connected persons, regardless of exposure amount 
and exposure performance, as long as they are not classified as Stage 1 exposures 

� Facilities where evidence of impairment exists as outlined in Note 2.9. 
 
For the exposures that are individually assessed for impairment, discounted cash flow calculations are 
performed. The amount of loss allowance LV WKH GLIIHUHQFH EHWZHHQ WKH H[SRVXUH¶V FDUU\LQJ DPRXQW 
and the present value of estimated future cash flows, discounted at the original effective interest rate. 
The estimated future cash flows include any expected cash flows from the borrower¶s operations, any 
other sources of funds and the proceeds from liquidation of collateral where applicable. 
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14.  Loans and advances to customers (continued) 
 
Collective loss allowance 
All exposures which are assessed on an individual basis but for which no impairment is recognised 
and all exposures not individually assessed are included in pools of exposures with similar credit 
characteristics and are assessed for collective loss allowance using the applicable Probability of 
Default and Loss Given Default UDWHV WKDW DUH VHW LQ WKH BDQN¶V SURYLVLRQLQJ SROLF\.  
 
 
15. Financial assets at fair value through profit or loss 
 2019 2018 
Loans and advances ¼ ¼ 
1 January  20.000 - 
Additions - 20.000 
Changes in carrying amount (5.000) - 
 15.000 20.000 
Fair value loss on revaluation (15.000) (20.000) 

31 December - - 
 
Financial assets at fair value through profit or loss represent a single exposure which has been 
mandatorily classified at fair value through profit or loss as a result of failing the Solely Payment of 
3ULQFLSDO DQG IQWHUHVW WHVW (µ633I¶) XSRQ LQLWLDO UHFRJQLWLRQ LQ DFFRUGDQFH ZLWK IF56 9 SURYLVLRQV. 
 
 
16. Investments at fair value through other comprehensive income 
 2019 2018 
 ¼ ¼ 
Bonds   
Credit institutions 1.914.564 1.794.209 
Non-financial corporations 301.682 294.554 

 2.216.246 2.088.763 
Loss allowance on investments at fair value through other 
comprehensive income  (308) (452) 

 2.215.938 2.088.311 
Equity instruments measured at fair value through other 
comprehensive income   
Exchange-traded funds 86.741 83.919 

 2.302.679 2.172.230 
   
Listed on European stock exchanges 2.215.938 2.088.311 
Listed on US stock exchanges 86.741 83.919 

 2.302.679 2.172.230 
 
The Bank has classified the exchange-traded funds held as at 31 December 2019 at FVOCI because 
it does not hold them for trading. The Bank has irrevocably elected to classify them at FVOCI. 
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16.  Investments at fair value through other comprehensive income (continued) 
 
Movement of loss allowance on investments at fair value through 
other comprehensive income 
 2019 2018 
 ¼ ¼ 
1 January  (452) - 
Loss recovery / (allowance) for the year (Note 9) 144 (452) 

31 December (308) (452) 
 
Geographical breakdown based on region / country of issuer 
 2019 2018 
 ¼ ¼ 
United States of America 1.295.822 1.283.916 
European Union countries 1.006.857 888.314 

 2.302.679 2.172.230 
 
As part of actions taken in accordance with its Liquidity Management Policy (as mentioned in Note 
33), during 2019 the Bank acquired debt investments at fair value through other comprehensive 
LQFRPH RI QRPLQDO DPRXQW RI ¼2.500.000 (2018: ¼QLO). AGGLWLRQDOO\, LQYHVWPHQWV RI QRPLQDO DPRXQW RI 
¼300.000 ZHUH GLVSRVHG GXULQJ 2019 (2018: ¼QLO). The classification of investments in accordance with 
their fair value hierarchy are presented in Note 18. 
 
The weighted average total return on debt instruments at fair value through other comprehensive 
income held as at 31 December 2019 was 0,73% (2018: -1,67%) calFXODWHG RQ WKH SRUWIROLR¶V 
revaluation gain or loss and interest receivable during the year. 
 
The weighted average total return on equity instruments at fair value through other comprehensive 
income held as at 31 December 2019 was 5,37% (2018: 5,68%) calculated RQ WKH SRUWIROLR¶V 
revaluation gain or loss and dividend receivable during the year. 
 
 
17. Investments at amortised cost 
 2019 2018 
 ¼ ¼ 
Bonds   
Cyprus government - 1.750.600 
Other governments 6.966.882 4.073.347 
Credit institutions 5.496.763 3.681.910 
Other financial corporations 5.660.690 2.438.200 
Non-financial corporations 6.864.274 6.138.434 
 24.988.609 18.082.491 
Loss allowance on investments at amortised cost (23.443) (22.533) 

 24.965.166 18.059.958 
   
Listed on Cyprus Stock Exchange - 1.745.709 
Listed on European stock exchanges 24.965.166 16.314.249 

 24.965.166 18.059.958 
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17.  Investments at amortised cost (continued) 
 
Movement of loss allowance on investments at amortised cost 
 2019 2018 
 ¼ ¼ 
1 January  (22.533) - 
Loss allowance for the year (Note 9) (910) (22.533) 

31 December (23.443) (22.533) 
 
Geographical breakdown based on region / country of issuer 
 2019 2018 
 ¼ ¼ 
Cyprus - 1.745.709 
European Union countries 19.451.594 12.820.152 
Other countries 5.513.572 3.494.097 

 24.965.166 18.059.958 
 
As part of actions taken in accordance with its Liquidity Management Policy (as mentioned in Note 
33), during 2019 the Bank acquired investments at amortised cost of QRPLQDO DPRXQW RI ¼15.975.000 
(2018: ¼13.550.000). Additionally, investments of QRPLQDO DPRXQW RI ¼9.325.000 matured during 2019 
(2018: ¼QLO).  
 
NR GLVSRVDOV RI LQYHVWPHQWV DW DPRUWLVHG FRVW WRRN SODFH GXULQJ 2019 (2018: ¼500.000). 7KH GLVSRVDO 
in 2018 referred to one bond and was concluded at a marginal gain. The reasoning for the disposal 
was that, in the opinion of the management, the risk profile of the issuer was adversely impacted.    
 
The weighted average acquisition yield on investments at amortised cost held as at 31 December 
2019 was 0,59% (2018: 0,33%). 
 
The fair value of investments at amortised cost and their classification in accordance with the fair value 
hierarchy are presented in Note 18. 
 
The credit ratings applicable to investments at amortised cost as at 31 December 2019 and 2018 are 
presented in Note 33. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Notes to the Financial Statements Annual Financial Report 2019 
 

55 

 
 
18. Fair value measurement of financial assets 

 
The fair value of financial assets and liabilities presented within the above table is as at the reporting 
date and does not represent any expectations about their future values. 
 
The Bank uses the following hierarchy for determining and disclosing fair value: 

� Level 1: investments valued using quoted prices in active markets. 

� Level 2: investments valued using models for which all inputs that have a significant effect on 
fair value are market observable. 

� Level 3: investments valued using models for which inputs that have a significant effect on fair 
value are not based on observable market data. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 2019 2018 
 Carrying 

value 
¼ 

Fair 
 value 

¼ 

Carrying 
value 

¼ 

Fair 
 value 

¼ 
Financial assets     
Cash and balances with Central Bank 24.054.654 24.054.654 45.422.223 45.422.223 
Placements with banks 3.665.683 3.665.683 4.400.184 4.400.184 
Loans and advances to customers 209.622.025 209.622.025 117.507.959 117.507.959 
Investments at fair value through other 
comprehensive income 2.302.679 2.302.679 2.172.230 2.172.230 
Investments at amortised cost 24.965.166 25.481.280 18.059.958 18.106.411 

 264.610.207 265.126.321 187.562.554 187.609.007 
     
Financial liabilities     
Customer deposits 224.584.481 224.584.481 159.561.260 159.561.260 
Funding from central banks 9.300.000 9.300.000 - - 
Other borrowings 9.275.340 9.275.340 5.351.684 5.351.684 
Lease liabilities 1.106.651 1.106.651 - - 

 244.266.472 244.266.472 164.912.944 164.912.944 
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18.  Fair value measurement of financial assets (continued) 
 
7KH IROORZLQJ WDEOH SUHVHQWV WKH IDLU YDOXH PHDVXUHPHQW KLHUDUFK\ RI WKH BDQN¶V DVVHWV DQG OLDELOLWLHV 
recorded at fair value or for which fair value is disclosed, by level of fair value hierarchy: 
 

 

 
 
 
 

2019 Level 1 
¼ 

Level 2 
¼ 

Level 3 
¼ 

  Total 
¼ 

Financial assets measured at fair value     
Investments at fair value through other 
comprehensive income 2.302.679 - - 2.302.679 
     
Financial assets not measured 
at fair value     
Cash and balances with Central Bank - 24.054.654 - 24.054.654 
Placements with banks - 3.665.683 - 3.665.683 
Loans and advances to customers - - 209.622.025 209.622.025 
Investments at amortised cost 25.481.280 - - 25.481.280 

 25.481.280 27.720.337 209.622.025 262.823.642 
     
Financial liabilities not measured 
at fair value     
Customer deposits - - 224.584.481 224.584.481 
Funding from central banks - - 9.300.000 9.300.000 
Other borrowings - - 9.275.340 9.275.340 
Lease liabilities - - 1.106.651 1.106.651 

 - - 244.266.472 244.266.472 

2018 Level 1 
¼ 

Level 2 
¼ 

Level 3 
¼ 

  Total 
¼ 

Financial assets measured at fair value     
Investments at fair value through other 
comprehensive income 2.172.230 - - 2.172.230 
     
Financial assets not measured 
at fair value     
Cash and balances with Central Bank - 45.422.223 - 45.422.223 
Placements with banks - 4.400.184 - 4.400.184 
Loans and advances to customers - - 117.507.959 117.507.959 
Investments at amortised cost 16.354.669 1.751.742 - 18.106.411 

 16.354.669 51.574.149 117.507.959 185.436.777 
     
Financial liabilities not measured 
at fair value     
Customer deposits - - 159.561.260 159.561.260 
Other borrowings - - 5.351.684 5.351.684 

 - - 164.912.944 164.912.944 



 

Notes to the Financial Statements Annual Financial Report 2019 
 

57 

 
 
18.  Fair value measurement of financial assets (continued) 
 
The following is a description of the determination of fair value for financial assets and liabilities and 
their respective level of fair value hierarchy: 

� The cash and balances with Central Bank, placements with banks and funding from central 
banks are financial instruments whose carrying value is a reasonable approximation of fair 
value, because they are mostly short-term in nature or are repriced to current market rates 
frequently and they are categorised as Level 2. 

� Investments at fair value through other comprehensive income are reported on the statement 
of financial position at fair value based on quoted market prices and as a result are 
categorised as Level 1. 

� Investments at amortised cost primarily consist of debt securities which, for disclosure 
purposes, are fairly valued using quoted prices in active markets. As a result, they are 
categorised as Level 1, with the exception of Treasury bills in prior year which were classified 
as Level 2 based on quoted market prices in markets of low activity. 

� The fair value of loans and advances to customers is based on the present value of expected 
future cash flows based on the future expected loss rate per loan portfolio, taking into account 
expectations for the credit quality of the borrowers. Loans and advances to customers are 
categorised as Level 3. 

� Customer deposits and other borrowings are considered to approximate their carrying values 
and are categorised as Level 3. The estimated fair value of fixed interest-bearing deposits is 
based on discounted cash flows using interest rates for new debts with similar currency and 
maturity. 

 
 
19. Other assets 
 2019 2018 
 ¼ ¼ 
Receivables from parent company (Note 35) 126.860 108.066 
Deposits and prepayments 547.272 611.913 
Other receivables 2.192.121 1.516.307 

 2.866.253 2.236.286 
 
Deposits and prepayments include an amount of ¼33.300 (2018: ¼41.400) relevant to premises lease 
agreements and related expenses. 
 
Other receivables include DQ DPRXQW RI ¼14.342 (2018: ¼46.791) that relates to receivables from 
suppliers in respect of VAT, which has already been remitted by the Bank to the VAT authorities 
during 2016. The remainder of µ2ther receivables¶ mainly consist of cheques pending clearance and 
settlement accounts DPRXQWLQJ WR ¼1.961.788 (2018: ¼1.309.599). 
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20. Property and equipment  
 

 

Land Freehold 
property 

Leasehold 
improvements 

  Equipment Furniture 
 and 

 fittings 

Right-of-
use   

assets 

Other 
tangible 

assets 

Total 

2019 ¼ ¼ ¼ ¼ ¼ ¼ ¼ ¼ 

Cost          

1 January 1.200.000 3.395.786 1.509.068 1.218.379 543.359 - 21.707 7.888.299 

Impact of IFRS 16 - - - - - 1.839.095 - 1.839.095 
1 January after 
impact of IFRS 16 1.200.000 3.395.786 1.509.068 1.218.379 543.359 1.839.095 21.707 9.727.394 

Additions - 14.156 6.721 29.140 15.326 - 71.280 136.623 
Transfers to 
equipment - - - 21.707 - - (21.707) - 

Disposals - - - (118.954) - - - (118.954) 

31 December 1.200.000 3.409.942 1.515.789 1.150.272 558.685 1.839.095 71.280 9.745.063 
         

Depreciation         
1 January - 59.422 479.666 506.054 164.809 - - 1.209.951 

Impact of IFRS 16 - - - - - 617.748 - 617.748 
1 January after 
impact of IFRS 16 - 59.422 479.666 506.054 164.809 617.748 - 1.827.699 

Charge for the year - 101.980 151.114 207.168 55.006 186.872 - 702.140 

Disposals - - - (74.610) - - - (74.610) 

31 December - 161.402 630.780 638.612 219.815 804.620 - 2.455.229 

Net Book Value 1.200.000 3.248.540 885.009 511.660 338.870 1.034.475 71.280 7.289.834 
 
 

 

Land Freehold 
property 

Leasehold 
improvements 

  Equipment Furniture   
and 

fittings 

Advances 
for 

premises 

Other 
  tangible 

assets 

Total 

2018 ¼ ¼ ¼ ¼ ¼ ¼ ¼ ¼ 

Cost          
1 January - - 2.149.661 1.057.632 543.359 2.131.071 - 5.881.723 

Additions - 833 760 160.747 - 1.980.041 21.707 2.164.088 
Transfers to  
land and freehold 1.200.000 2.911.112 - - - (4.111.112) - - 
Transfers from 
depreciation - - (157.512) - - - - (157.512) 
Transfers at  
net  book value - 483.841 (483.841) - - - - - 

31 December 1.200.000 3.395.786 1.509.068 1.218.379 543.359 - 21.707 7.888.299 
         

Depreciation         

1 January - - 458.532 305.241 110.474 - - 874.247 

Charge for the year - 59.422 178.646 200.813 54.335 - - 493.216 
Transfers  
against cost - - (157.512) - - - - (157.512) 

31 December - 59.422 479.666 506.054 164.809 - - 1.209.951 

Net Book Value 1.200.000 3.336.364 1.029.402 712.325 378.550 - 21.707 6.678.348 
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20. Property and equipment (continued) 
 
Advances for premises as at 1 January 2018 consisted of a down payment made on 20 December 
2017 iQ UHODWLRQ WR WKH DFTXLVLWLRQ RI WKH BDQN¶V EXVLQHVV FHQWUH SUHPLVHV LQ LLPDVVRO ZKLFK ZHUH 
under a leasehold agreement at the time. The premises were transferred to the ownership of the Bank 
on 29 May 2018 and any leasehold improvements until that date were transferred under freehold 
property at their net book value.  Further details on the mentioned transaction are provided in Note 35.  
 
The Bank has adopted the revaluation model under IAS 16 for owner-occupied property. A valuation 
report dated 29 October 2019 was prepared by an independent, accredited, qualified valuer, who 
possesses appropriate qualifications and recent experience in the valuation of similar objects, in 
DFFRUGDQFH ZLWK ZKLFK WKH QHW ERRN YDOXH RI WKH BDQN¶V EXVLQHVV FHQWUH SUHPLVHV LQ Limassol, 
comprising of freehold land and buildings, does not materially differ from its fair value.  
 
Management considers the date of the valuation exercise sufficiently proximate to the reporting period 
end, to be used as a 31 December fair value measurement. As such, the aforementioned freehold 
land and buildings are stated at their revalued amounts, being the fair value at the date of revaluation, 
less any subsequent accumulated depreciation and subsequent accumulated impairment losses. The 
valuation conforms to International Valuation Standards and IFRS 13, and was based on recent 
market transactions RI VLPLODU SURSHUWLHV SHUIRUPHG DW DUP¶V OHQJWK WHUPV.  
 
The fair value of the freehold land and buildings was determined based on the application of the 
comparison and the investment methods of valuation. The comparison method reflects recent 
transaction prices for similar properties. The investment method considers rental yields regarded as 
applicable returns from renting. An equal weighting has been assigned to each method in estimating 
the fair value.  
 
Details of the BDQN¶V freehold land and buildings and information about their fair value hierarchy as at 
the end of the reporting period are as follows: 
 

 
Sensitivity analysis to key unobservable inputs used in the valuation process 
Significant unobservable inputs to the fair value measurement are considered to be: 

� For the comparison method, the property price index for similar properties. A reasonable shift 
of 1% on this input would have caused a shift of ¼46.500 LQ the fair value of the property. 

� For the investment method, the applicable rental yield rates for similar properties. A 
reasonable shift of 1% on this input, would have caused a shift of ¼42.270 in the fair value of  
the property. 

 
There have been no transfers between levels during 2019. The movements reconciling opening 
carrying amount for the year to closing current amount for the year, have been the applicable 
depreciation charge for the year on freehold buildings and any additions, with no movement recorded 
under other comprehensive income.  
 
IFRS 16 became applicable as of 1 January 2019 with retrospective effect without restating 
comparative figures. Consequently, the restatement of the opening balance of accumulated 
depreciation represents the depreciation of capitalised operating leases since their inception date and 
until 1 January 2019.  
 
 
 
 

 Level 1 
¼ 

Level 2 
¼ 

Level 3 
¼ 

  Total 
¼ 

Freehold land - - 1.200.000 1.200.000 
Freehold buildings - - 3.248.540 3.248.540 

 - - 4.448.540 4.448.540 
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20. Property and equipment (continued) 
 
Right-of-use assets mainly comprise of lease agreements in relation to the premises in Nicosia and 
Larnaca, expiring in 2025 and 2026 respectively. These agreements include options for extension and 
termination under certain conditions. The potential future rental payments in case the extension 
options are effected have not been included within the lease term as the rental amount remains open 
for negotiation at the time of the extension. Management does not expect to proceed with a request for 
early termination of the lease agreements. The minimum undiscounted future lease payments as at 
the reporting date are esWLPDWHG WR EH ¼2.376.000. 
 
Right-of-use assets also include lease agreements in respect of computer hardware expiring in 2020 
with option for termination under certain conditions.  
 
The right-of-use assets are tested for impairment under the requirements of IAS 36, if any indications 
exist. There were no such indications for impairment as of 31 December 2019. In arriving at such a 
conclusion, Management has considered, among other, the positive trend in property price indices in 
respect of premises used for FRPSDUDEOH EXVLQHVV SXUSRVHV WR WKH BDQN¶V RSHUDWLRQV. 
 
 
21. Intangible assets 
 

2019 

Computer 
software and 

licences 

Intangibles 
under 

development 

Total 

 ¼ ¼ ¼ 
Cost    
1 January 2.753.488 20.816 2.774.304 
Additions 34.424 299.083 333.507 
Transfers 270.080 (270.080) - 
Disposals (4.284) - (4.284) 

31 December 3.053.708 49.819 3.103.527 
    
Amortisation    
1 January 2.044.564 - 2.044.564 
Charge for the year 369.928 - 369.928 
Disposals (2.261) - (2.261) 

31 December 2.412.231 - 2.412.231 

Net Book Value 641.477 49.819 691.296 
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21.  Intangible assets (continued) 
 
 

2018 

Computer 
software and 

licences 

Intangibles 
under 

development 

Total 

 ¼ ¼ ¼ 
Cost    
1 January 2.210.864 16.993 2.227.857 
Additions 525.631 20.816 546.447 
Transfers 16.993 (16.993) - 

31 December 2.753.488 20.816 2.774.304 
    
Amortisation    
1 January 1.341.711 - 1.341.711 
Charge for the year 702.853 - 702.853 

31 December 2.044.564 - 2.044.564 

Net Book Value 708.924 20.816 729.740 
 
None of the intangibles under development are internally generated. 

 
 

22. Customer deposits  
  2019 2018 
  ¼ ¼ 
Current accounts  125.702.643 84.084.137 
Savings accounts  21.185.722 12.522.966 
Fixed term deposit accounts  77.696.116 62.954.157 

  224.584.481 159.561.260 
 
 
23. Funding from central banks 
 
Funding from central banks comprises of funding from the European Central Bank under the 
Eurosystem monetary policy operations. 
  2019 2018 
  ¼ ¼ 
Targeted Longer-Term Refinancing Operations (TLTRO III)    9.300.000 - 
 
The maturity period of TLTRO III is set to three years, with a repayment option after two years. For 
counterparties whose eligible net lending between end of March 2019 and end of March 2021 exceeds 
their benchmark net lending, the interest rate applied to TLTRO III will be lower than the average rate 
on the main refinancing operation over the life of the respective TLTRO III, and can be as low as the 
average interest rate on the deposit facility prevailing over the life of the respective TLTRO III. The 
interest rate incentive adjustment will be communicated to participants before the first early repayment 
date in September 2021. The final interest rate to be charged will be announced on 23 September 
2022 for TLTRO III.1 and on 16 December 2022 for TLTRO III.2. The maximum interest rate expected 
to be paid by the Bank is 0%, with minimum interest rate expected at -0.50%. 7KH BDQN¶V EHQFKPDUN 
net lending is at nil and the eligible net lending will be reported to the Central Bank of Cyprus by 17 
August 2021. The Bank expects that the interest rate to be charged will be lower than 0%.   
 
Details on encumbered assets related to the above funding facilities are disclosed in Note 33. 
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24. Other borrowings 
  2019 2018 
  ¼ ¼ 
1 January  5.351.684 3.004.737 
Advancements  4.500.000 2.500.000 
Interest charged (Note 5)  49.960 26.316 
Repayments  (626.304) (179.369) 

31 December  9.275.340 5.351.684 
 
On 16 May 2017, the Bank entered into a portfolio risk sharing loan agreement RI ¼20 PLOOLRQ with the 
European Investment Fund acting on behalf of the C\SUXV EQWUHSUHQHXUVKLS FXQG (µC<3EF¶). CYPEF 
is a fund established by the Republic of Cyprus to implement a national scheme for facilitating access 
to finance and improving funding conditions for small and medium-sized enterprises (including self-
employed entrepreneurs) active in Cyprus in collaboration with selected financial intermediaries. 
 
In accordance with the terms of the agreement, CYPEF will contribute ¼10 PLOOLRQ and the Bank an 
additional ¼10 PLOOLRQ towards lending small and medium-sized enterprises (µ6MEV¶) at lower interest 
rates than what would have been offered by the Bank in the absence of the agreement with CYPEF. 
The ¼10 PLOOLRQ of CYPEF will be made available to the Bank in tranches to be decided by the Bank 
and subject to the satisfaction of certain covenants.  
 
The commencement date of the agreement is considered to be the 1st of June 2017. The agreement 
carries a maximum maturity period of 15 years. The loan payable to CYPEF is charged with interest 
rate of 3-month Euribor + 1,00% and repayments of the loan are made quarterly depending on the 
amount of repayments made by SMEs with outstanding balances under the scheme. The agreement 
provides that the principal amount owed towards CYPEF will be reduced in case of a defaulted or 
restructured exposure under the scheme, subject to certain covenants. 
 
 
25. Provisions and other liabilities  
 2019 2018 
 ¼ ¼ 
Social insurance and related taxes, defence tax and 
stamp duty payable 148.549 136.401 
Accrued expenses 549.525 416.296 
VAT payable 12.194 15.110 
Loss allowance on financial guarantees and commitments 43.153 93.310 
Lease liabilities 1.106.651 - 
Other creditors and liabilities 3.271.616 1.254.293 

 5.131.688 1.915.410 
   
Other creditors and liabilities mainly consist of issued cheques pending clearance and settlement 
accounts. 
 
Movement of loss allowance on financial guarantees and commitments  
 2019 2018 
 ¼ ¼ 
1 January  93.310 70.549 
Loss (recovery) / allowance for the year (Note 9) (50.157) 22.761 

31 December 43.153 93.310 
 
 



 

Notes to the Financial Statements Annual Financial Report 2019 
 

63 

 
 
25.  Provisions and other liabilities (continued) 
 
The table below presents the carrying amount of lease liabilities and movement during the year. 
 ¼ 
As at 1 January 2019 ± effect of adoption of IFRS 16 1.285.189 
Additions  - 
Interest accrued (Note 5) 35.400 
Lease payments (213.938) 

As at 31 December 2019 1.106.651 
  
The analysis of lease liabilities by expected maturity is disclosed in Note 29 and by contractual 
maturity in Note 33. 
 
 
26. Share capital and share premium  
 

 
Authorised capital 
Under its Memorandum of Association, the Company fixed its authorised share capital at 1.000 
RUGLQDU\ VKDUHV RI QRPLQDO YDOXH RI ¼1 HDFK. 
 
On 15 December 2014, the Company increased its authorised capital to 201.000 ordinary shares of 
QRPLQDO YDOXH RI ¼1 HDFK. 
 
Issued and fully paid capital 
Upon incorporation on 20 August 2013, the Company issued to the subscribers of its Memorandum of 
AVVRFLDWLRQ 1.000 RUGLQDU\ VKDUHV RI ¼1 HDFK DW SDU. 
 
2Q 15 DHFHPEHU 2014, WKH CRPSDQ\ LVVXHG 50.000 DGGLWLRQDO RUGLQDU\ VKDUHV RI ¼1 HDFK, DW D 
SUHPLXP RI ¼499 HDFK. 
 
On 29 December 2014, the CRPSDQ\ LVVXHG 38.493 DGGLWLRQDO RUGLQDU\ VKDUHV RI ¼1 HDFK, DW D 
SUHPLXP RI ¼499 HDFK. 
 
2Q 24 JXO\ 2015, WKH CRPSDQ\ LVVXHG 11.507 DGGLWLRQDO RUGLQDU\ VKDUHV RI ¼1 HDFK, DW D SUHPLXP RI 
¼499 HDFK. 
 
As at 31 December 2019 and 2018, the Bank had a total issued share capital of 101.000 ordinary 
VKDUHV RI QRPLQDO YDOXH RI ¼1 HDFK, DW D WRWDO SUHPLXP RI ¼49.900.000. 
 
Based on a resolution passed by the Board of Directors on 8 April 2020, the Bank has issued and 
DOORWWHG DQ DGGLWLRQDO 20.000 RUGLQDU\ VKDUHV RI ¼1 HDFK DW D SUHPLXP RI ¼499 HDFK, WR AQFRULD 
IQYHVWPHQWV 3OF IRU D WRWDO VXEVFULSWLRQ SULFH RI ¼10.000.000. 

 2019 2018 
 Number of 

shares 
Share 

capital 
¼ 

Share 
premium 

¼ 

Number of 
shares 

Share 
capital 

¼ 

Share 
premium 

¼ 
Authorised       
Ordinary shares  
RI ¼1 HDFK 201.000 201.000 - 201.000 201.000 - 
       
Issued  
and fully paid       
1 January 101.000 101.000 49.900.000 101.000 101.000 49.900.000 

31 December 101.000 101.000 49.900.000 101.000 101.000 49.900.000 
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27. Revaluation reserve 
 2019 2018 
Investments fair value reserve ¼ ¼ 

1 January (23.049) 17.192 
Revaluation of equity instruments at fair value through other 
comprehensive income 2.822 (657) 
Revaluation of debt instruments at fair value through other 
comprehensive income 28.146 (39.584) 

31 December 7.919 (23.049) 
 
The revaluation reserve represents the cumulative gains and losses arising on the revaluation of: 

� Investments in equity instruments designated at fair value through other comprehensive 
income 

� Investments in debt instruments classified at fair value through other comprehensive income, 
net of cumulative loss allowance recognized on these investments. 

 
Investments in equity instruments designated at fair value through other comprehensive income are 
not subject to impairment and their cumulative fair value gain or loss included in the revaluation 
reserve is not subsequently reclassified to profit or loss. 
 
 
28. Accumulated losses 
 
The only reserves available for distribution as dividend are retained earnings. In 2019 and 2018, no 
dividends were paid nor declared to be paid since the Bank had accumulated losses. 
 
Companies which do not distribute 70% of their profits after tax, as defined by the Special Contribution 
for the Defence of the Republic Law, during the two years after the end of the year of assessment to 
which the profits refer, will be deemed to have distributed this amount as dividends. Special 
contribution for defence at 17% will be payable on such deemed dividends to the extent that the 
ultimate shareholders at the end of the period of two years from the end of the period of assessment to 
which the profits refer are both Cyprus tax residents and domiciled. The deemed distribution 
provisions do not apply if the ultimate shareholders are either non-Cyprus tax residents or non-Cyprus 
domiciled. The amount of deemed dividend distribution is reduced by any actual dividends paid out of 
the profits of the relevant year at any time. This special contribution for defence is payable by the Bank 
for the account of the shareholders.  
 
The Bank incurred losses in 2017 and, as a result, no special defence contribution in relation to 
deemed dividend distribution was payable in the current year. 
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29. Analysis of assets and liabilities by expected maturity 
 

 2019 2018 

 
Less than 

one year 
Over one 

year 
Total Less than 

one year 
Over one 

year 
Total 

 ¼ ¼ ¼ ¼ ¼ ¼ 

Assets       
Cash and balances with  
Central Bank 24.054.654 - 24.054.654 45.422.223 - 45.422.223 

Placements with banks 3.665.683 - 3.665.683 4.400.184 - 4.400.184 

Loans and advances to customers 15.921.334 193.700.691 209.622.025 7.904.379 109.603.580 117.507.959 
Investments at fair value through 
other comprehensive income 100.536 2.202.143 2.302.679 - 2.172.230 2.172.230 

Investments at amortised cost 1.699.229 23.265.937 24.965.166 2.927.874 15.132.084 18.059.958 

Other assets 2.866.253 - 2.866.253 2.236.286 - 2.236.286 

Property and equipment  50.330 7.239.504 7.289.834 - 6.678.348 6.678.348 

Intangible assets 77.335 613.961 691.296 22.803 706.937 729.740 

 48.435.354 227.022.236 275.457.590 62.913.749 134.293.179 197.206.928 

       

Liabilities       

Customer deposits 77.696.116 146.888.365 224.584.481 62.954.157 96.607.103 159.561.260 

Funding from central banks - 9.300.000 9.300.000 - - - 

Other borrowings 867.684 8.407.656 9.275.340 402.899 4.948.785 5.351.684 
Provisions and other liabilities, 
excluding lease liabilities 3.981.884 43.152 4.025.036 1.822.100 93.310 1.915.410 

Lease liabilities 212.769 893.882 1.106.651 - - - 

 82.758.453 165.533.055 248.291.508 65.179.156 101.649.198 166.828.354 
 
The main assumptions used in determining the expected maturity of assets and liabilities are set out 
below:  

� Loans and advances to customers are classified based on their expected repayment 
schedule. Overdraft accounts are classified in the over one year time band. Accumulated loss 
allowances on loans and advances are classified in the over one year time band based on the 
expected repayment schedule of loans and advances. 

� Investments at fair value through other comprehensive income and investments at amortised 
cost are classified in the relevant time band based on expectations as to their realisation. In 
most cases, this is the maturity date, unless there is an indication that the maturity will be 
prolonged or there is an intention to sell, roll or replace the security with a similar one. 
Accumulated loss allowances on investments at fair value through other comprehensive 
income and investments at amortised cost are classified in the over one year time band. 

� Customer deposits are classified based on contractual maturity date. Current and savings 
accounts are classified in the over one year time band.  

� Other borrowings are classified based on their expected repayment schedule. 

� Accumulated loss allowances on financial guarantees and commitments recognised under 
other liabilities are classified in the over one year time band based on their expected 
realisation or maturity. 

� Lease liabilities are classified based on their expected repayment schedule. 

� The expected maturity of all other assets and liabilities is the same as their contractual 
maturity. If they do not have a contractual maturity, the expected maturity is based on the 
timing the asset is expected to be realised and the liability is expected to be settled. 
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30. Operating lease commitments 
 
Commitments under operating leases are as follows: 
 
Software licences   
 2019 2018 
 ¼ ¼ 
Within one year - 54.383 
 
Properties   
 2019 2018 
 ¼ ¼ 
Within one year - 205.750 
Between two and five years - 876.650 
Over five years - 416.800 

 - 1.499.200 
 
7KH BDQN¶V FRPPLWPHQWV IRU software licences are non-cancellable. 
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31. Net cash flow from operating activities 
 2019 2018 
 ¼ ¼ 

Loss before tax (3.172.050) (5.136.143) 
   
Adjustments:   
Depreciation of property and equipment 702.140 493.216 
Amortisation of intangible assets 369.928 702.853 
Loss allowance 25.680 190.208 
Fair value loss on revaluation of financial assets  - 20.000 
Gain on disposal of financial instruments (1.294) (12.783) 
Net foreign exchange gains (39.046) (25.818) 
Net loss on disposal / write-off of property and equipment 28.292 - 
Write-off of other receivables 1.241 - 
Interest expense on lease liabilities  35.400 - 
Amortisation of premiums / discounts on debt securities  (348.510) (58.951) 

 (2.398.218) (3.827.418) 
Increase in operating assets:   
Obligatory balances held with the Central Bank (651.366) (1.032.777) 
Long-term placements with banks (1.173.847) - 
Loans and advances to customers (92.189.137) (54.374.201) 
Other assets (629.967) (811.536) 

 (97.042.535) (60.045.932) 
Increase in operating liabilities:   
Customer deposits  65.023.221 99.951.318 
Other borrowings 3.923.656 2.346.947 
Provisions and other liabilities, excluding lease liabilities 2.159.784 (55.823) 
 
Net cash flow (used in) / from operating activities (25.935.874) 42.196.510 
 
The total cash outflow for lease liabilities for the year amounted to ¼213.938. 
 
 
32. Cash and cash equivalents  
 2019 2018 
 ¼ ¼ 
Cash and non-obligatory balances with the Central Bank (Note 12) 21.910.195 43.929.130 
Short-term placements with banks (Note 13) 2.491.836 4.400.184 

 24.402.031 48.329.314 
 
At 31 December 2019, placements with the Central Bank amounted to ¼19.645.729 (2018: 
¼41.311.317). 
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33. Risk management  
 
In the ordinary course of the business, the Bank is exposed to various risks, which are managed and 
monitored through a continuous process of identification, measurement, and monitoring to prevent 
undue risk concentrations. The risk management policies employed by the Bank to manage these 
risks are discussed below. 
 
Credit risk 
Credit risk is the risk created primarily from credit facilities, trading and treasury management if one 
party to a financial instrument will cause a financial loss for the other party by failing to discharge an 
obligation.  
 
The Risk Management department has the responsibility to identify, evaluate and assess the credit 
risk of the Bank and the responsibility to make proposals on the management of and controls on credit 
risk through various mechanisms on the basis of the strategic goals as determined by the Board of 
Directors. It recommends establishing and developing credit policies and procedures based on 
European and local directives and adjusts internal policies and procedures as appropriate.  
 
The Risk Management department sets the procedure for granting of credit facilities to customers of 
WKH BDQN DFFRUGLQJ WR WKH BDQN¶V 5LVN ASSHWLWH 6WDWHPHQW and Credit Risk Policy as set by the Board 
of Directors. Additionally, the Risk Management department sets limits and principles of financing and 
assesses the new banking products and new banking activities of the Bank.   
 
The approval process of credit facilities aims in minimising credit risk by evaluating the 
creditworthiness of the counterparty, the collateral offered and the type of credit facility. Emphasis is 
JLYHQ RQ WKH FXVWRPHU¶V repayment ability and any collaterals assigned act as a fall-back position in 
times of financial difficulties. Credit risks from connected customer accounts are consolidated and 
monitored on a single customer group basis.  
 
Credit risk strategy and appetite 
The Bank has in place both a Credit Risk Management Policy and a Credit Risk Strategy that is 
rHIOHFWHG LQ WKH BDQN¶V RYHUDOO 5LVN ASSHWLWH 6tatement. The Bank pays significant attention to 
repayment ability of the customers with collateral used only as a fall-back position which aims to 
further enhance its recovery rates. The Bank has also in place, through its risk appetite statement, 
unsecured loan portfolio limits. In addition to policies and procedures, the Bank has set internal 
concentration guidelines for both the loan portfolio allocations and limits regarding investment portfolio 
allocations in terms of credit quality, counterparty, industry, product type and group of connected 
FXVWRPHUV¶ FRQFHQWUDWLRQ.  
 
Inherent credit risk assessment 
7KH BDQN¶V LQKHUHQW FUHGLW ULVN DULVHV PDLQO\ IURP WKH BDQN¶V ORDQ DQG LQYHVWPHQW portfolios, which 
include both on and off-balance sheet items. For each portfolio, the Bank performs an analysis of 
credit concentration (in terms of group of connected clients, sector, country and product), credit default 
and collateral. 
 
Credit granting organisational framework, policies and procedures 
Regarding the loan origination process, the Bank has procedures in place that clearly indicate the 
roles and responsibilities of personnel involved and is in line with the Directive issued by the Central 
BDQN RI C\SUXV (µCBC¶) on Credit Granting and Review Processes, with certain amendments 
implemented in September 2016. Segregation of duties is present throughout the process as 
relationship officers prepare applications and provide an opinion but cannot approve a credit facility.  
 
Granting authority levels exist where seniority increases with exposure amount at group level. 
Granting authorities are not involved in loan disbursements. In addition, an independent Credit 
Sanctioning department exists which assesses applications of total exposure to customers above 
¼450.000 and the Risk Management department provides its opinion in terms of portfolio allocation, 
liquidity and capital impact for exposures above the same threshold. Within the year, the Bank has 
adjusted its granting authority limits to be cumulative to all facilities of a group.  
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33.  Risk management (continued) 
 
The Bank utilises internally developed credit scoring models as part of its lending procedures. 
 
As a second layer of defence, the Internal Audit department in collaboration with the Risk 
Management department perform audits of the loan origination process for the entire portfolio on a 
sample-selection basis.  
 
New products are reviewed by Compliance, Legal and Risk Management departments and are 
approved by the Asset and Liability Committee (µALC2¶). Apart from loan products related to business 
customers for which no standard pricing exists, the pricing, collateral and other requirements are 
included within new product suggestions. 
 
Credit risk monitoring and reporting 
In terms of regulatory reporting, the Bank has in place an external solution for which data and results 
are cross-checked prior to submission. 
 
The Bank prepares all reports relating to the control of credit risk at fixed intervals. The Risk 
Management department communicates credit risk issues to the Board of Directors through its Risk 
Committee on a quarterly basis. Standardised reports to the Supervision Department of the CBC are 
VHQW RQ D PRQWKO\ DQG TXDUWHUO\ EDVLV DFFRUGLQJ WR HDFK UHSRUW¶V UHTXLUHPHQWV. 
 
The Bank has made significant improvements in the monitoring of credit risk on the loan portfolio by 
enhancing information reported both at ALCO and Risk Committee level. In addition, loan opening 
SURFHGXUH ZLWKLQ WKH BDQN¶V FRUH EDQNLQJ V\VWHP KDV EHHQ FHQWUDOLVHG DLPLQJ WRZDUGV D XQLIRUP GDWD 
entry with lower instances of human errors. The Bank currently monitors performance of facilities, 
concentrations per group of connected customers, industry and product type, unsecured amounts, 
FROODWHUDO TXDOLW\ DQG DGHTXDF\ DQG ERUURZHU¶V TXDOLW\.  
 
With regards to contractual agreements, the Bank has in place a system with standardised terms 
where application specific terms are upgraded or adjusted for explicit agreements where and when 
necessary. 
 
7KH BDQN¶V SROLF\ UHJDUGLQJ WKH LGHQWLILFDWLRQ RI LPSDLUHG ORDQV DQG DGYDQFHV DQG WKH PHWKRGRORJ\ 
employed to determining any loss allowance is set out in Note 2.9. 
 
Internal control framework 
The Bank has in place internal concentration limits for both loan and investment portfolios. Such 
FRQFHQWUDWLRQV DUH DOVR UHIOHFWHG LQ WKH BDQN¶V 5LVN ASSHWLWH 6WDWHPHQW. 7KHVH OLPLWV DUH FOHDUO\ 
defined and communicated to relevant departments of the Bank. The Risk Management department is 
responsible for monitoring such limits and communicating current level of concentration and any 
concerns to ALCO and the Risk Committee through its monthly and quarterly reports respectively. 
Moreover, Internal Audit department XQGHUWDNHV DXGLWV RI WKH EDQN¶V SRUWIROLR RI FUHGLW IDFLOLWLHV at 
frequent intervals.  
 
Arrears Management Process 
The Bank has in place an Arrears Management Policy and Strategy, as well as high-level processes 
whicK DUH LQ DFFRUGDQFH ZLWK WKH CBC¶V DLUHFWLYH RQ AUUHDUV MDQDJHPHQW RI 2015. 
 
In April of 2015, the CBC issued the Directive on Arrears Management and the Code of Conduct on 
the Handling of Borrowers in Financial Difficulties (WKH µCRGH¶), which set out the framework that all 
banks must use when dealing with customers in excesses/arrears or in pre-arrears. It requires 
AXWKRULVHG CUHGLW IQVWLWXWLRQV (µACIs¶) to handle all such cases with the ultimate objective of reinstating, 
where possible, the sustainable ability of borrowers to meet their credit obligations.  
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33.  Risk management (continued) 
 
The Code is intended to support and facilitate a meaningful interaction between ACIs and eligible 
borrowers, with the ultimate goal of achieving a fair and sustainable restructuring, where possible. The 
code of conduct applies to the following persons: 

� Natural persons granted credit facilities by the ACI with total balances of credit facilities 
(including credit facilities of their connectHG SHUVRQV) XS WR ¼1 PLOOLRQ. 7KH VDLG VFRUH RI 
application includes guarantors of the borrower and third parties who provided securities to the 
ACI for the borrower;  

� Micro and small enterprises, as defined in the European Commission Recommendation of 6 
May 2003 concerning the definition of micro, small and medium-sized enterprises 
(2003/361/EC), granted credit facilities by the ACI with total balance of credit facilities 
(LQFOXGLQJ FUHGLW IDFLOLWLHV RI WKHLU FRQQHFWHG SHUVRQV) XS WR ¼1 PLOOLRQ.  

 
The framHZRUN RQ DUUHDUV DLPV WR VXSSRUW DQG ILQG VROXWLRQ IRU WKH BDQN¶V FXVWRPHUV ZKR DUH LQ 
arrears, or are at risk of going into arrears. To this effect, the Code clearly outlines, inter alia, the 
responsibilities of the ACIs in the arrears management process. It, also, makes a clear distinction 
between cooperative and non-cooperative borrowers with the focus on a consensual and voluntary 
restructuring. 
 
According to the Directive on Arrears Management, ACIs shall lay down effective processes and 
mechanisms in order to enable timely reaction in the event that the restructuring conditions and / or 
milestones are not being met and / or the financial situation of the borrower has materially changed. 
ACIs shall cascade the processes including legal and other measures to be undertaken for cases 
where sustainable viability cannot be achieved or the borrower is no longer cooperating.  
 
A ³ERUURZHU LQ ILQDQFLDO GLIILFXOWLHV´ PHDQV D ERUURZHU ZKRVH ILQDQFLDO SRVLWLRQ KDV GHWHULRUDWHG WR DQ 
extent that he / she is or may in the foreseeable future be unable to service his / her credit facilities, in 
accordance with the contractual repayment program. A ERUURZHU LV GHILQHG DV ³QRQ-FRRSHUDWLYH´ ZKHQ 
a warning letter has been sent to the borrower and the borrower did not carry out the actions specified 
in that letter and any of the following conditions apply: 

� the borrower does not fully and honestly disclose to the Bank relevant and material 
LQIRUPDWLRQ WKDW ZRXOG KDYH D VLJQLILFDQW LPSDFW RQ WKH DVVHVVPHQW RI WKH ERUURZHU¶V 
repayment ability, or 

� the borrower does not provide the relevant information and / or documentation as requested 
by the Bank for the assessment of the financial position of the borrower, within a determined 
by the Bank time limit, or 

� the duration of the contact between the Bank and borrower after the first communication of the 
Bank on its decision for a proposed solution or solutions exceeds the 14-day time limit due to 
WKH ERUURZHU¶V FXOSDELOLW\, or 

� 90 days elapse: 

a. where the borrower has failed to meet his / her contractual payments in full and has not 
entered into a workout arrangement, or  

b. where the borrower does not contact or does not respond to contacts and notifications 
initiated by the Bank, or the borrower does not take collaborative steps with the credit 
institution to develop a restructuring plan. 

 
The effective management of arrears of viable borrowers in financial difficulties is an essential 
FRPSRQHQW RI WKH FUHGLW LQVWLWXWLRQ¶V ULVN PDQDJHPHQW, SDUWLFXODUO\ LQ D GLVWUHVVHG HQYLURQPHQW. 7KH 
objective of arrears management is to reduce credit risk and avoid further deterioration of the financial 
position of the borrower, with the ultimate objective of reinstating, where possible, the sustainable 
ability of borrowers to meet their credit obligations.  
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33.  Risk management (continued) 
 
The Risk Management department has the responsibility of ensuring that appropriate skills and 
systems are in place for the effective management of credit facilities in arrears and the conduct of 
feasible and sustainaEOH GHEW UHVWUXFWXULQJ LQ DFFRUGDQFH ZLWK WKH EXURSHDQ CRPPLVVLRQ¶V 
Implementing Regulation 2015/227. 
 
In 2020, the Bank has implemented an Arrears Management Procedure whose purpose is to set up 
efficient and effective strategies, policies, structures, procedures and mechanisms for the 
management of arrears and the attainment of fair and sustainable restructurings of credit facilities of 
borrowers with financial difficulties.  
 
7KLV SURFHGXUH HQIRUFHV WKH LPSOHPHQWDWLRQ RI WKH BDQN¶V AUUHDUV MDQDJHPHQW 3ROicy and Arrears 
Management Strategy. It thus aims to achieve the following: 

� Adherence to the Code of Conduct on the Handling of Borrowers in Financial Difficulties who 
fall within the scope of this Code 

� Adherence to the Business of Credit Institutions Laws of 1997 to 2015 

� 7KH LPSOHPHQWDWLRQ RI D UREXVW DUUHDUV PDQDJHPHQW SURFHGXUH DOLJQHG ZLWK WKH BDQN¶V 
overall objectives and strategy 

� The establishment of a strong organization and operating model to handle arrears volumes 

� The monitoring of arrears management performance against key objectives and taking 
corrective measures as and when required 

 
Risk Management department 
The Risk Management department is responsible for the risk appetite of the Bank and the monitoring 
of risks on a regular basis. The primary objectives of the financial risk management function are to 
establish risk limits and then to ensure that exposure to risks stays within these limits. The Bank 
regularly reviews its risk management framework to reflect the changes in market and economic 
conditions, as well as, effective best practices.  
 
Part of its responsibilities is the monitoring of the quality of the loan portfolio through a number of 
quality indicators. These indicators are monitored on a regular basis and, among others, include the 
following:  

� Arrears / excesses: monitored daily 

� Adequacy in provisions: monitored daily 

� Non-performing exposures: monitored daily 

� Restructuring activity: ad-hoc monitoring 

� Restructuring performance: ad-hoc monitoring 
 
The monitoring of the aforementioned indicators facilitates the identification of early warnings, which 
are reported to senior management for the necessary actions and corrective measures, if needed.  
 
Credit Sanctioning department 
Main responsibility of the Credit Sanctioning department is the thorough and detailed analysis of loan 
DSSOLFDWLRQV LQ RUGHU WR FRPSO\ ZLWK WKH BDQN¶V OHQGLQJ SUDFWLFHV DQG SURFHGXUHV LQ WHUPV RI 
customers¶ repayment ability, solvency, credibility and sufficient securitization.  
 
Part of its responsibilities is the monitoring of the quality of the loans above a specific threshold 
through a number of quality indicators.  

� Monitoring implemented lending practices (borrowers' repayment ability, viability, collaterals, 
source of repayment) 

� Reporting of any breaches on lending practices 

� Arrears / excesses: ad-hoc monitoring 
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33.  Risk management (continued) 
 
Arrears Management Unit 
The Bank established an independent, centralised Arrears Management Unit (µAMU¶) specialising in 
the various categories of credit facilities with a view to effectively monitor arrears and troubled cases, 
as well as, restructurings of borrowers in financial difficulties. The AMU is distinct from the Debt 
Recovery Unit which deals with non-viable and non-cooperative borrowers. 
 
Debt Recovery Unit 
When a customer is classified as non-viable and / or non-cooperative and all alternative options have 
been investigated and exhausted, WKHQ WKH FDVH LV WUDQVIHUUHG WR WKH BDQN¶V DHEW 5HFRYHU\ 8QLW. 
CXUUHQWO\, GXH WR WKH VL]H DQG TXDOLW\ RI WKH BDQN¶V SRUWIRlio, such an in-house unit does not exist. The 
Bank intends to outsource such cases to specialised companies for the time being.  
 
Approving authorities 
Approving authorities apply for all solutions to be suggested to a borrower in arrears (viable / 
cooperative or non-viable / non-cooperative). All cases should be accompanied with Credit 
Sanctioning GHSDUWPHQW¶V DQG RLVN MDQDJHPHQW GHSDUWPHQW¶V Rpinions when reviewed by the 
approving authorities. 
 
Maximum exposure to credit risk 
The table below shows the maximum exposure to credit risk, without taking into account any collateral 
held, as well as any other credit enhancements. 
 2019 2018 
 ¼ ¼ 
Balances with Central Bank (Note 12) 19.645.729 41.311.317 
Placements with banks (Note 13) 3.665.683 4.400.184 
Loans and advances to customers, net of loss allowance (Note 14) 209.622.025 117.507.959 
Debt investments at fair value through other comprehensive income, 
net of loss allowance (Note 16) 2.215.938 2.088.311 
Investments at amortised cost, net of loss allowance (Note 17) 24.965.166 18.059.958 
Other assets (Note 19) 2.866.253 2.236.286 

Total on statement of financial position 262.980.794 185.604.015 
   
Undisbursed loan facilities 20.756.207 17.329.824 
Undrawn overdraft facilities 7.959.228 5.554.352 
Letters of guarantee  5.324.952 5.243.267 
Unutilised trade finance limits 987.725 637.870 

Total off-balance sheet position (Note 37) 35.028.112 28.765.313 
Loss allowance on financial guarantees and commitments (Note 25) (43.153) (93.310) 

Off-balance sheet position, net of loss allowance 34.984.959 28.672.003 

Total credit exposure 297.965.753 214.276.018 
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33.  Risk management (continued) 
 
Credit risk concentration  
According to the EU Regulation 575/2013, a large exposure is GHILQHG DV WKH BDQN¶s exposure to a 
client or group of connected clients which is equal or exceeds 10% of eligible capital. The Bank should 
not incur exposures WKH YDOXH RI ZKLFK H[FHHGV 25% RI WKH BDQN¶V HOLJLEOH FDSLWDO, DIWHU WDNLQJ LQWR 
account the effect of credit risk mitigation.  
 
The Bank has not provided any credit facilities to Board of Directors and their connected persons or 
shareholders with direct or indirect ownership of more than 10% of the Bank and their connected 
persons for the reported financial year, apart from negligible amounts provided to key management 
personnel. 
 
As eligible capital will EH JUDGXDOO\ DOORFDWHG WRZDUGV WKH BDQN¶V RSHUDWLRQV DV UHTXLUHG, WKH BDQN 
monitors allocations so that regulatory limits are not breached.   
 
In addition to policies and procedures, the Bank has set internal concentration guidelines for both the 
loan portfolio allocations and limits regarding investment allocations in terms of credit quality, 
FRXQWHUSDUW\, LQGXVWU\, SURGXFW W\SH DQG JURXS RI FRQQHFWHG FXVWRPHUV¶ FRQFHQtration.  
 
Collateral and other credit enhancements  
As at 31 December 2019, the main types of collateral obtained by the Bank consisted of property 
mortgages, cash, motor vehicles, as well as, life insurance policies, fixed and floating charges, 
assigned receivables and contracts of sale. During 2019, there have been no significant changes in 
the quality of collaterals obtained. 
 
As at 31 December 2019, credit-impaired loans amounted to ¼206.918 IRU ZKLFK FROODWHUDO KHOG DV 
VHFXULW\ FRQVLVWHG RI SURSHUW\ PRUWJDJHV RI YDOXH ¼191.000, SHUVRQDO JXDUDQWHHV IRU WKH DPRXQW RI 
¼43.000 DQG OLIH LQVXUDQFHV RI YDOXH ¼342.589. 
 
AV DW 31 DHFHPEHU 2019, IRU D WRWDO H[SRVXUH RI ¼1.471.696 RI ZKLFK ¼1.296.409 represented 
undisbursed amounts, no ECL was recognised due to the collaterals in place. 
 
Loss allowance movement and stage classification per financial asset type 
 
Loans and advances to customers 
 
 2019 

 Stage 1 Stage 2 Stage 3 Total 
Gross value ¼ ¼ ¼ ¼ 
Retail 118.378.677 288.227 189.938 118.856.842 
Business 91.276.335 - 16.980 91.293.315 

 209.655.012 288.227 206.918 210.150.157 
Loss allowance     
Retail 153.215 53 26.030 179.298 
Business 331.854 - 16.980 348.834 

 485.069 53 43.010 528.132 
 
The criteria met for the loan facilities classified as Stage 2 and 3 as at 31 December 2019 were: 

� Exposures, regardless of origination date, with more than 30 days past due but less than 90 
days past due - ¼288.227 

� Defaulted exposures and material exposures of more than 90 days past due ± ¼206.918 
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33.  Risk management (continued) 
 
 2019 

 Stage 1 Stage 2  Stage 3 Total 
Loss allowance ¼ ¼ ¼ ¼ 

As at 1 January 383.631 68.542 888 453.061 
New assets originated or purchased 282.983 7 972 283.962 
Transfers to Stage 1 4.826 (4.764) (62) - 
Transfers to Stage 2 (45) 45 - - 
Transfers to Stage 3 (16.243) (24.823) 41.066 - 
Changes to models and inputs used 
for ECL calculations (154.188) (16.643) 146 (170.685) 
Assets derecognised or repaid (15.895) (22.311) - (38.206) 

As at 31 December 485.069 53 43.010 528.132 

Individually assessed - - 43.010 43.010 
Collectively assessed 485.069 53 - 485.122 

 485.069 53 43.010 528.132 
 
The reduction of the loss allowance E\ ¼170.685 DV D UHVXOW RI FKDQJHV WR PRGHOV DQG LQSXWV XVHG IRU 
ECL calculations, was mainly driven by the removal of the conservative component of 1 additional 
point to each FXVWRPHU¶V FUHGLW VFRUH IURP ZLWKLQ WKH LPSDLUPHQW DOORZDQFH FDOFXODWLRQ DV PHQtioned 
under Note 2.9. 6SHFLILFDOO\ WKLV FKDQJH FDXVHG D UHGXFWLRQ RI WKH ORVV DOORZDQFH E\ ¼196.206. 
 
 2018 

 Stage 1 Stage 2 Stage 3 Total 
Gross value ¼ ¼ ¼ ¼ 
Retail 78.671.942 936.882 2.648 79.611.472 
Business 37.208.143 1.139.911 1.494 38.349.548 

 115.880.085 2.076.793 4.142 117.961.020 
Loss allowance     
Retail 169.307 25.676 888 195.871 
Business 214.324 42.866 - 257.190 

 383.631 68.542 888 453.061 
 
The criteria met for the loan facilities classified as Stage 2 as at 31 December 2018 were: 

� Up to 30 days past due - ¼19.957 
� Significant increase in credit risk / above risk of default threshold - ¼2.056.836 
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33.  Risk management (continued) 
 
 2018 

 Stage 1 Stage 2  Stage 3 Total 
Loss allowance ¼ ¼ ¼ ¼ 

As at 1 January  278.046 46.188 - 324.234 
New assets originated or purchased 202.158 - - 202.158 
Transfers to Stage 1 275 (275) - - 
Transfers to Stage 2 (43.859) 43.859 - - 
Transfers to Stage 3 (888) - 888 - 
Changes to models and inputs used 
for ECL calculations (49.604) (16.454) - (66.058) 
Assets derecognised or repaid (2.497) (4.776) - (7.273) 

As at 31 December 383.631 68.542 888 453.061 

Individually assessed - - 888 888 
Collectively assessed 383.631 68.542 - 452.173 

 383.631 68.542 888 453.061 
 
 
Investments at fair value through other comprehensive income 
 
 2019 2018 

 Stage 1 Total Stage 1 Total 
Gross value ¼ ¼ ¼ ¼ 
Bonds 2.216.246 2.216.246 2.088.763 2.088.763 
Loss allowance     
Bonds 308 308 452 452 
 
 
 2019 2018 

 Stage 1 Total Stage 1 Total 
Loss allowance ¼ ¼ ¼ ¼ 

As at 1 January 452 452 198 198 
New assets originated or purchased 7 7 - - 
Changes to models and inputs used 
for ECL calculations (151) (151) 254 254 

As at 31 December 308 308 452 452 

Individually assessed 308 308 452 452 
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33.  Risk management (continued) 
 
Investments at amortised cost 
 
 2019 2018 

 Stage 1 Total Stage 1 Total 
Gross value ¼ ¼ ¼ ¼ 
Bonds 24.988.609 24.988.609 18.082.491 18.082.491 
Loss allowance     
Bonds 23.443 23.443 22.533 22.533 
 
 
 2019 2018 

 Stage 1 Total Stage 1 Total 
Loss allowance ¼ ¼ ¼ ¼ 

As at 1 January 22.533 22.533 15.111 15.111 
New assets originated or purchased 13.587 13.587 17.367 17.367 
Changes to models and inputs used 
for ECL calculations (5.528) (5.528) - - 
Assets derecognised or repaid (7.149) (7.149) (9.945) (9.945) 

As at 31 December 23.443 23.443 22.533 22.533 

Individually assessed 23.443 23.443 22.533 22.533 
 
 
Financial guarantees and commitments 
 
 2019 

 Stage 1 Total 
Gross exposure  ¼ ¼ 
Letters of guarantee 5.324.952 5.224.952 
Unutilised trade finance limits 987.725 1.102.725 
Undisbursed loan facilities 20.756.207 20.756.207 
Unutilised overdrafts 7.959.228 7.944.228 

 35.028.112 35.028.112 
Loss allowance   
Letters of guarantee 7.468 7.468 
Unutilised trade finance limits 2.010 2.010 
Undisbursed loan facilities 25.282 25.282 
Unutilised overdrafts 8.393 8.393 

 43.153 43.153 
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33.  Risk management (continued) 
 
 2019 

 Stage 1 Stage 2  Stage 3  Total 
Loss allowance ¼ ¼ ¼ ¼ 

As at 1 January  53.063 40.247 - 93.310 
New assets originated or purchased 25.698 - - 25.698 
Transfers to Stage 1 4.175 (4.167) (8) - 
Changes to models and inputs used 
for ECL calculations (29.472) (36.060) 8 (65.524) 
Assets derecognised or repaid (10.311) (20) - (10.331) 

As at 31 December 43.153 - - 43.153 

Individually assessed 43.153 - - 43.153 
 
 
 2018 

 Stage 1 Stage 2 Total 
Gross exposure  ¼ ¼ ¼ 
Letters of guarantee 5.238.267 5.000 5.243.267 
Unutilised trade finance limits 637.870 - 637.870 
Undisbursed loan facilities 15.829.824 1.500.000 17.329.824 
Unutilised overdrafts 5.225.432 328.920 5.554.352 

 26.931.393 1.833.920 28.765.313 
Loss allowance    
Letters of guarantee 15.799 20 15.819 
Unutilised trade finance limits 6.386 - 6.386 
Undisbursed loan facilities 19.567 35.216 54.783 
Unutilised overdrafts 11.311 5.011 16.322 

 53.063 40.247 93.310 
 
 
 2018 

 Stage 1 Stage 2  Total 
Loss allowance ¼ ¼ ¼ 

As at 1 January  40.614 1.763 42.377 
New assets originated or purchased 70.823 - 70.823 
Transfers to Stage 1 17 (17) - 
Transfers to Stage 2 (40.056) 40.056 - 
Changes to models and inputs used 
for ECL calculations (16.684) 3.656 (13.028) 
Assets derecognised or repaid (1.651) (5.211) (6.862) 

As at 31 December 53.063 40.247 93.310 

Individually assessed - 36.643 36.643 
Collectively assessed 53.063 3.604 56.667 

 53.063 40.247 93.310 
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33.  Risk management (continued) 
 
Credit quality of loans and advances to customers 
 
 2019 2018 
 ¼ ¼ 
Neither past due nor impaired  207.238.381 117.913.251 
Past due but not impaired:   

- Up to 30 days 2.416.630 19.957 
- 31 to 60 days 930 11.636 
- 61 to 90 days 287.298 12.034 

Impaired 206.918 4.142 

 210.150.157 117.961.020 
Loss allowance on loans and advances to customers (Note 14) (528.132) (453.061) 

 209.622.025 117.507.959 
 
The credit quality of performing loans and advances to customers that were neither past due nor 
impaired is managed by the Bank using internal credit ratings. 
 
The Bank has internally developed two credit rating systems, one for individuals and one for 
businesses. Both systems use qualitative (e.g. occupation, industry, etc.) and quantitative (e.g. days in 
arrears, length of credit history, etc.) information to calculate a score ranging from 1 to 10, which are 
then categorised into 5 risk bands in accordance with the table below.  
 

Band Credit Score 
Value 

Credit Score 
Risk Band 

1 1 < x � 3 Very low 
2 3 < x � 5 Low 
3 5 < x � 7 Medium 
4 7 < x � 9 High 
5 9 < x � 10 Very high 

 
As per the BDQN¶V Risk Appetite Statement, credit facilities to either physical or legal entities with an 
internal credit score above 7 at inception are not advisable.  
 
The Bank recognises the inherent limitations of the internal credit rating systems due to their limited 
operational history. Thus, the Bank will continuously monitor the performance of the credit rating 
model along with actual performance of borrowers in order to continuously improve the model as new 
information becomes available. 
 
The Bank uses a logistic model in order to translate the internally developed credit ratings to 12-month 
probabilities of default. For lifetime probabilities of default, the Bank also uses a logistic model, taking 
into account the 12-month probability of default as well as specific macroeconomic factors these being 
GDP, unemployment and property price index as issued by the CBC. Where available, the Bank uses 
forecasts from reputable public and independent sources. For longer periods, extrapolation is used 
under the assumption of cyclicality. Three distinct scenarios are used for macroeconomic factors, 
optimistic, neutral and pessimistic, all of equal weighting. Adjustments in weighting might be present 
on a case-by-case basis for individually assessed exposures. 
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33.  Risk management (continued) 
 
Neither past due nor impaired loans and advances to customers 
The table below shows the credit quality of performing loans and advances to customers that were 
neither past due nor impaired based on WKH BDQN¶V credit rating system.  
 
 2019 2018 
 ¼ ¼ 
Band 1 66.962.544 50.197.771 
Band 2 99.810.921 57.964.450 
Band 3 40.345.776 9.625.269 
Band 4 110.325 122.730 
Band 5 8.815 3.031 

 207.238.381 117.913.251 
Loss allowance on loans and advances to customers (480.373) (447.239) 

 206.758.008 117.466.012 
 
The table below illustrates the credit score risk band translation to 12-month probabilities of default.  
 

Credit Score 
Risk Band 

12-month PD 
ranges 

Very low 0.005%-0.816% 

Low 0.817%-4.743% 

Medium 4.744%-13.01% 

High 13.02%-26.11% 

Very high 26.12%-40.85% 

 
Past due but not impaired loans and advances to customers 
The table below shows the credit quality of performing loans and advances to customers that were 
SDVW GXH EXW QRW LPSDLUHG EDVHG RQ WKH BDQN¶V FUHGLW UDWLng system.  
 
 2019 2018 
 ¼ ¼ 
Band 1 814.097 6.265 
Band 2 1.660.676 15.261 
Band 3 230.084 22.101 

 2.704.857 43.627 
Loss allowance on loans and advances to customers (47.760) (4.934) 

 2.657.097 38.693 
 
Facilities shown as past due but not impaired as at 31 December 2019 represent 22 loan facilities with 
actual DUUHDUV DPRXQW RI ¼14.919 and 297 current accounts with H[FHVV DPRXQW RI ¼11.699 (2018: 18 
facilities with DFWXDO DUUHDUV DPRXQW RI ¼19.143 and 97 current accounts with excess amount of ¼968). 
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33.  Risk management (continued) 
 
FRU IDFLOLWLHV ZKLFK DUH FODVVLILHG XQGHU WKH ³YHU\ ORZ´ ULVN EDQG (BDQG 1), WKH FUHGLW VFRUHV DUH 
calculated at inception and biennially thereafter. For the remaining facilities, the credit scores are 
calculated at inception and annually thereafter.   
 
Impaired loans and advances to customers 
The table below shows the credit quality of non-performing loans and advances to customers that 
ZHUH FRQVLGHUHG LPSDLUHG EDVHG RQ WKH BDQN¶V FUHGLW UDWLQJ V\VWHP. The amount refers to 3 loans and 
13 current accounts (2018: 87 current accounts), which have been classified as impaired based on 
days past due. 
  2019 2018 
 ¼ ¼ 
Band 1 181.123 - 
Band 2 9.317 - 
Band 3 16.478 - 
Band 5 - 4.142 
 206.918 4.142 
Loss allowance on loans and advances to customers - (888) 

 206.918 3.254 
 
Collateral on performing loans and advances 
The fair value of collateral held by the Bank in respect of performing loans and advances to customers 
as at 31 December 2019 amounted to ¼575.813.534 (2018: ¼327.311.074). 
 
Collateral on credit-impaired loans and advances 
The fair value of collateral held by the Bank in respect of credit-impaired loans and advances to 
customers as at 31 December 2019 DPRXQWHG WR ¼191.000 (2018: ¼QLO). 
 
Credit ratings from independent rating agencies 
Balances with the CBC and placements with banks are analysed in accordance with Standard & 
PRRU¶V (µ6&3¶) rating agency as follows: 
 2019 2018 
 ¼ ¼ 
AAA to A- 22.090.518 44.544.238 
BBB+ to BBB- 1.002.220 1.167.263 
Unrated 218.674 - 

 23.311.412 45.711.501 
 
Bonds and other investments portfolios are analysed in accordance to S&P rating agency as follows: 
  
 
 

2019 
¼ 

2018 
¼ 

AAA to A- 22.183.321 14.766.020 
BBB+ to BBB- 4.997.783 5.382.249 

 27.181.104 20.148.269 
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33.  Risk management (continued) 
 
Issued by:   
Cyprus government - 1.745.709 
Other governments 6.950.284 4.064.336 
Credit institutions 7.410.528 5.475.534 
Other financial corporations 5.655.665 2.434.878 
Non-financial corporations 7.164.627 6.427.812 

 27.181.104 20.148.269 
 
Classified as:   
Investments at fair value through other comprehensive income 2.215.938 2.088.311 
Investments at amortised cost 24.965.166 18.059.958 

 27.181.104 20.148.269 
 
Interest rate risk  
Interest rate risk is the risk that (i) the fair value of future cash flows of a financial instrument (µIDLU 
YDOXH LQWHUHVW UDWH ULVN¶) DQG (LL) WKH DFWXDO IXWXUH FDVK IORZV RI D ILQDQFLDO LQVWUXPHQW will fluctuate 
(µcash flow interest rate risk¶) because of changes in market interest rates. Interest rate risk arises as a 
result of timing differences on the repricing interest rates of assets and liabilities. 
 
Interest rate risk is measured, monitored and controlled using interest rate sensitivity gap analysis 
estimating the difference between assets and liabilities for which interest rates are repriced in each 
time band, separately for each currency. This difference is multiplied by the respective assumed 
change in interest rates for the period from the repricing date until twelve months from the date of the 
analysis, in order to estimate the impact on annual revenues of any changes in interest rates for the 
next twelve months for each currency.  
 
The Bank is primarily exposed to cash flow interest rate risk since the majority of its interest-bearing 
financial instruments are variable. 
 
The total difference in PV of economic value from an increase of interest rates by 200bps is 
¼3.147.016 while the total difference in PV of economic value from a decrease of interest rates by 
200ESV LV ¼158.389.  
 
Market price risk 
Market price risk is the risk that the value of financial instruments will fluctuate as a result of changes 
LQ PDUNHW SULFHV. 7KH BDQN¶V LQYHVWPHQWV DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH DUH 
susceptible to market price risk arising from uncertainties about future prices of the investments (refer 
to Note 16 for such investments exposed to market price risk). 
 
The Bank has in place a Liquidity Management Policy, with clearly stated qualifying instruments under 
which the Treasury department abides by and the Risk Management department monitors. No 
investments in equities are allowed without specific approval by the Board of Directors.  
 
The Bank maintains D HROG WR CROOHFW (µH7C¶) DQG D HROG WR CROOHFW DQG 6HOO (µH7C6¶) SRUWIROLR, 
amounting to 92% and 8% respectively of the total investments portfolio held by the Treasury 
department. The 95% 1-year VDOXH DW 5LVN (µ9D5¶) RI WKH H7C6 SRUWIROLR DPRXQWV to approximately 
¼20.000 as at 31 December 2019, and as a result, the market risk of the HTCS portfolio is considered 
low.  
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33.  Risk management (continued) 
 
Currency risk  
Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign 
exchange rates. Currency risk arises when future commercial transactions and recognised assets and 
liabilities are denominated in a currency that is not the BDQN¶V measurement currency. The Bank is 
exposed to foreign exchange risk arising from various currency exposures. Exchange rate fluctuations 
DUH PDQDJHG E\ WKH BDQN¶V 7UHDVXU\ GHSDUWPHQW DQG PRQLWRUHG E\ WKH 5LVN MDQDJHPHQW 
department. 7KH BDQN¶V IRUHLJQ H[FKDQJH H[SRVXUH LV FRPPXQLFDWHG WR VHQLRU PDQDJHPHQW RQ D 
monthly basis and to the Board of Directors through its Risk Committee on a quarterly basis. 
 
There are no materially open positions in any foreign currency, and consequently the impact on net 
loss and equity of reasonably possible changes in exchange rates is not expected to be significant. 
 
Liquidity risk 
Liquidity risk is the risk that the Bank is unable to fully or promptly meet current and future payment 
obligations as and when they fall due. This risk includes the possibility that the Bank may have to raise 
funding at higher cost or sell assets at a discount. 
 
It reflects the potential mismatch between incoming and outgoing payments, taking into account 
unexpected delays in repayment or unexpectedly high payment outflows. Liquidity risk involves both 
the risk of unexpected increases in the cost of funding of the portfolio of assets and the risk of being 
unable to liquidate a position in a timely manner on reasonable terms. 
 
The Bank has developed monitoring tools for treasury operations in order to manage, amongst others, 
liquidity risk and cash flows and will continue to improve such tools as its operations become more 
complex. In addition, the Bank has set a limit structure for treasury placements that promotes diversity 
RI H[SRVXUHV DQG WR DVVLVW LQ PRQLWRULQJ WKH BDQN¶V ULVN profile against its risk appetite. 
 
The Treasury department is responsible for managing liquidity and to ensure compliance with internal 
and regulatory liquidity policies as well as to provide direction in respect of actions to be taken 
regarding liquidity availability. The Risk Management department monitors compliance with such 
internal and regulatory limits. Additionally, the ALCO reviews the liquidity position on a monthly basis 
and takes any necessary actions.  
 
Monitoring process 
The Treasury department monitors cash flows and highly liquid assets on a daily basis, in addition to 
the supervisory liquidity ratios, WR HQVXUH WKH XQLQWHUUXSWHG RSHUDWLRQ RI WKH BDQN¶V DFWLYLWLHV. The 
Financial Control department submits to CBC a weekly report on liquidity position. 
 
Main sources of funding 
DXULQJ 2019, WKH BDQN¶V PDLQ VRXUFHV RI IXQGLQJ ZHUH LWV GHSRVLW EDVH, borrowings from CYPEF and 
central bank funding through the Eurosystem monetary policy operations. As at 31 December 2019, 
central bank funding amounted to ¼9.300.000 LQ WKH IRUP RI 7L752 III (2018: ¼QLO). In addition, for 
prudency and in order to have access to various liquidity sources, the Bank maintains an available 
credit line with CBC under the relevant Main Refinancing Operations framework.  
 
The central bank funding and the amount of the credit line available to the Bank is linked / dependent 
to the value of assets declared by the Bank for such purposes. As a result, the Bank has declared 
assets with a nominal value RI ¼11.600.000 as at 31 December 2019 (2018: ¼1.800.000). Part of 
these assets declared is dedicated for purposes of securing TLTRO III, with any difference remaining 
being considered as a credit line available to the Bank upon request. The available credit line as at 31 
DHFHPEHU 2019 ZDV ¼1.916.311 (2018: ¼1.652.875). 
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33.  Risk management (continued) 
 
Encumbered and unencumbered assets 
An asset is classified as encumbered if it has been pledged as collateral against secured funding and 
other collateralised obligations and, as a result, is no longer available to the Bank for further collateral 
or liquidity requirements. An asset is classified as unencumbered if it has not been pledged as 
collateral against secured funding and other collateralised obligations. Unencumbered assets are 
further analysed into those that are available and can be potentially pledged and those that are not 
readily available to be pledged. 
 
The table below presents an analysis of the BDQN¶V encumbered and unencumbered assets and the 
extent to which these assets are currently pledged for funding or other purposes.  
 

 
Liquidity ratios 
The Bank calculates the Liquidity Coverage Ratio (µLCR¶) based on the Delegated Regulation (EU) 
2015/61 and submits it to the CBC on a monthly basis. The LCR is designed to establish a minimum 
level of high-quality liquid assets sufficient to meet an acute stress scenario lasting for 30 calendar 
days. During 2019 the minimum requirement was 100% (2018: 100%). 
 
The LCR ratio was as follows: 
 2019 

% 
2018 

% 

End of the reporting period 344,41 762,88 

Average for the year 601,87 808,16 

Maximum ratio for the year 851,22 1.272,59 

Minimum ratio for the year 344,41 584,30 
 
As at 31 December 2019, the Bank was in compliance with the above regulatory liquidity 
requirements. 
 
 
 
 

 
 
 
 
2019 

Carrying 
value of 

encumbered 
assets 

¼ 

Fair  
value of 

encumbered 
assets 

¼ 

Carrying 
value of non-
encumbered 

assets 
¼ 

  Fair 
value of non-
encumbered 

assets 
¼ 

Debt investments at FVOCI 302.403 302.403 1.913.535 1.913.535 
Debt investments at amortised cost 9.891.584 10.179.342 15.073.582 15.301.938 

 10.193.987 10.481.745 16.987.117 17.215.473 

Of which Central Bank eligible for 
encumbrance 10.193.987 10.481.745 13.529.984 13.726.675 
     
2018     
Debt investments at FVOCI - - 2.088.311 2.088.311 
Debt investments at amortised cost - - 18.059.958 18.106.411 

 - - 20.148.269 20.194.722 

Of which Central Bank eligible for 
encumbrance - - 18.568.720 18.615.173 
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33.  Risk management (continued) 
 
Additionally to the LCR, the Bank calculates and submits to CBC the Net Stable Funding Ratio 
(µNSFR¶) on a quarterly basis. NSFR, defined as the ratio of available stable funding relative to 
required stable funding, is not yet introduced as a regulatory requirement. The minimum requirement 
of NSFR will be 100%. At 31 December 2019, the BDQN¶V NSFR was at 121% (2018: 168%). 
 
Analysis of financial liabilities by remaining contractual maturity 
 

 

Carrying 
amount 

Contractual 
cash flows 

On demand 
and up to 

1 month 

Between  
1 and 3 
months 

Between  
3 months  

and 1 year 

Between  
1 and 5 
 years 

More than 
5 years 

 ¼ ¼ ¼ ¼ ¼ ¼ ¼ 

2019        

Customer deposits 224.584.481 224.701.884 159.047.864 16.447.531 48.554.814 651.675 - 
Funding from 
central banks 9.300.000 9.300.000 - - - 9.300.000 - 

Other borrowings 9.275.340 9.638.181 359.108 - 548.303 2.889.436 5.841.334 

Provisions and 
other liabilities, 
excluding lease 
liabilities 4.025.036 4.029.463 2.961.184 212.691 309.025 43.153 503.410 

Lease liabilities 1.106.651 1.273.568 15.500 32.734 164.534 903.400 157.400 

 248.291.508 248.943.096 162.383.656 16.692.956 49.576.676 13.787.664 6.502.144 
 
2018        

Customer deposits 159.561.260 159.655.892 108.789.041 14.800.474 36.066.377 - - 

Other borrowings 5.351.684 5.499.436 103.861 - 325.901 1.712.537 3.357.137 
Provisions and 
other liabilities 1.915.410 1.915.410 1.209.669 69.146 300.025 93.310 243.260 

 166.828.354 167.070.738 110.102.571 14.869.620 36.692.303 1.805.847 3.600.397 
 
7KH WDEOH DERYH SUHVHQWV WKH BDQN¶V ILQDQFLDO OLDELOLWLHV EDVHG RQ XQGLVFRXQWHG FDVK IORZV, DQDO\VHG 
in time bands according to the number of days remaining from 31 December until the contractual 
maturity date. Repayments for which notice should be given, have been placed in the relevant time 
bands, as if notice had been given on 31 December. The amounts in this table may not be equal to the 
amounts in the statement of financial position since the table above presents all cash flows (including 
interest) on an undiscounted basis. 
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33.  Risk management (continued) 
 
Analysis of contingent liabilities and commitments by remaining contractual maturity 
 

 

Contractual 
cash flows 

On demand 
and up to 

1 month 

Between  
1 and 3 
months 

Between  
3 months  

and 1 year 

Between  
1 and 5 
 years 

More 
than 5 
years 

 ¼ ¼ ¼ ¼ ¼ ¼ 

2019       

Letters of guarantee 5.324.952 324.591 550.087 3.577.411 654.529 218.334 

Unutilised trade finance limits 987.725 987.725 - - - - 

Undisbursed loan facilities 20.756.207 20.756.207 - - - - 

Undrawn overdraft facilities 7.959.228 7.959.228 - - - - 

 35.028.112 30.027.751 550.087 3.577.411 654.529 218.334 
 
2018       

Letters of guarantee 5.243.267 329.249 658.034 3.081.516 1.105.190 69.278 

Unutilised trade finance limits 637.870 637.870 - - - - 

Undisbursed loan facilities 17.329.824 17.329.824 - - - - 

Undrawn overdraft facilities 5.554.352 5.554.352 - - - - 

 28.765.313 23.851.295 658.034 3.081.516 1.105.190 69.278 
 
7KH WDEOH DERYH SUHVHQWV WKH BDQN¶V contingent liabilities and commitments to lend based on 
undiscounted cash flows, analysed in time bands according to the number of days remaining from 31 
December until the contractual maturity date or the date assumed to materialise into a liability for the 
Bank to pay. The main assumptions used in determining the appropriate time band for classification 
are set out below:  

� Letters of guarantee are classified based on their contractual maturity date. 

� Unutilised trade finance limits do not carry a contractual maturity date and are classified based 
on the earliest date which they could be utilised.  

� Undisbursed loan facilities are classified based on the earliest date which they could be 
withdrawn assuming any contractual terms set by the Bank at the time of the loan agreement 
have been satisfied. 

� Undrawn overdraft facilities are classified as on demand given that there are no restrictions in 
respect of their utilisation. 

 
Operational risk 
Operational risk is defined as the risk of direct or indirect loss resulting from inadequate or failed 
internal processes, people and systems or from external events. This definition includes legal, conduct 
and reputational risk.  
 
The Bank understands the importance of having high standards of corporate governance and efficient 
as well as effective management practices in place that will safeguard it from risks arising due to 
inadequate or failed internal processes, people and systems or from external events. The 
management of operational risk is mainly focused on a strong internal control governance framework.  
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33.  Risk management (continued) 
 
Regulatory risk 
7KH BDQN¶V RSHUDWLRQV DUH VXSHUYLVHG E\ WKH CBC and the European Central BDQN (µECB¶) DV D 
supervisory body for all the banks in the Eurozone area (referred to as the Single Supervisory 
Mechanism, or SSM). The ECB exercises its supervisory responsibilities in cooperation with the 
national central banks. Future changes in the legal or regulatory obligations as a result of 
arrangements made by either ECB or CBC, PD\ LPSDFW WKH BDQN¶V RSHUDWLRQV. 
 
Intensity of competition 
The Cyprus banking sector has emerged from a severe crisis in 2013, slowly recovering and showing 
signs of growth since 2017 when most banks returned to profitability. Despite the overall positive 
outlook, the challenges for the mainstream banks remain, with the high level of non-performing loans 
and the modified foreclosure legislation causing uncertainty. Following recent key legislations, the aim 
for debt restructuring is now a priority for most banks in Cyprus.  
 
Reduction of non-performing loans during 2018 and 2019 was mostly due to transfer or sale of non-
performing loan portfolios by banks to credit-acquiring companies. Legal foundation for this new type 
of companies and acquisition of non-performing loan portfolio was through the introduction of the Sale 
of Credit Facilities and Related Matters Laws of 2015 and 2018. 
 
During the last few years there has been increased consolidation in the local banking market with 
banking institutions closing down or being acquired by other institutions. The continuing consolidation 
is expected to create a more concentrated sector with intense competition on traditional retail and 
corporate banking products. 
 
The operational environment of the Bank is highly competitive. Competition arises from commercial 
banks and international banking units. Any intensification of competition as a result of more 
competitive interest rates being offered on deposits and advances compared to those offered by the 
BDQN, PD\ FUHDWH SUHVVXUH RQ WKH BDQN¶V SURILWDELOLW\. 
 
Litigation risk 
Litigation risk is the risk of financial loss, interruption of the Bank's operations or any other undesirable 
situation that arises from the possibility of non-execution or violation of legal contracts and 
consequentially of lawsuits. The risk is restricted through the contracts used by the Bank to execute its 
operations. 
 
Political and other risks 
External factors which are beyond the control of the Bank, such as political developments and 
government actions (i.e. the ongoing unresolved political issue in Cyprus, political and social unrest or 
military conflict in neighbouring countries) may adversely affect the operations of the Bank, its strategy 
and prospects. Furthermore, the general economic environment prevailing in Cyprus and 
internationally may affect the Bank's operations to a great extent. Economic conditions such as 
inflation, unemployment, and development of the gross domestic product are directly linked to the 
economic course of every country and any variation in these and the economic environment in general 
may create chain reactions in all areas hence affecting the Bank. 
 
Given the above, the Bank recognises that unforeseen political events can have negative effects on 
the fulfilment of contractual relationships and obligations of its customers and other counterparties 
which may result in a negative LPSDFW RQ BDQN¶V DFWLYLWLHV, RSHUDWLQJ UHVXOWV DQG SRVLWLRQ. 
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34. Capital management 
 
The main regulator that sets and monitors capital requirements for the Bank is the Central Bank of 
C\SUXV (µCBC¶).  
 
As from 1 January 2014, the new Basel III Framework known as Capital Requirement Regulation 
(µC55¶) 575/2013 / CapLWDO 5HTXLUHPHQW DLUHFWLYH I9 (µC5D I9¶) dated 26 June 2013 became effective. 
CRR establishes the prudential requirements for capital, liquidity and leverage that entities need to 
abide by. CRD IV governs access to deposit-taking activities, internal governance arrangements 
including remuneration, board composition and transparency.  
 
In November 2016, the European Commission published its first proposals for revised rules to 
calibrate capital and liquidity requirements, in the form of a Directive and a Regulation known as CRD 
V and CRR II, as well as amendments to the Bank Recovery and Resolution Directive, to implement 
global standards for total loss absorbing capital. 
 
Basel III Framework comprises of three Pillars:  

� Pillar 1 ± Minimum capital requirements  

� Pillar 2 ± Internal capital and liquidity assessment and supervisory review process  

� Pillar 3 ± Market discipline  
 
Pillar 1 ± Minimum capital requirements  
Pillar 1 sets forth the guidelines for calculating the minimum capital requirements to cover the credit 
risk, the market risk and the operational risk. 
 
The Bank uses the Standardised Approach for the calculation of minimum capital requirements 
against credit risk and the financial collateral simple method for credit risk mitigation purposes. The 
Simplified Approach is used for the calculation of own fund requirements for commodity risk for each 
commodity exposure category. The Bank adopts the Basic Indicator Approach for the calculation of 
capital regarding operational risk. 
 
Pillar 2 ± Supervisory review process  
Pillar 2 DLPV WR HQKDQFH WKH OLQN EHWZHHQ DQ LQVWLWXWLRQ¶V ULVN SURILOH, LWV ULVN PDQDJHPHQW DQG ULVN 
mitigation systems, and its capital planning. The process can be divided into two major components: 

� An internal assessment by the institution on internal governance, risk management, stress 
testing frameworks, business model and strategy, known as Internal Capital and Liquidity 
Adequacy Assessment Process (µICAAP / ILAAP¶) 

� A supervisory review and evaluation process (µSREP¶), of which its key purpose is to ensure 
that institutions have adequate arrangements, strategies, processes and mechanisms, as well 
as capital and liquidity to ensure a sound management and coverage of their risks to which 
they are or might be exposed to. This includes risks arising from stress testing exercises and 
risks an institution may pose to the financial system. 
 

The Bank will prepare and submit its ICAAP / ILAAP report for the year 2019 by April 2020. The Bank 
has received its latest SREP requirement in January 2020 which has been set at 4,5% (2019: 4,5%), 
raising the Total Capital Ratio requirement to 15% without Pillar 2 Capital Guidance and to 15,5% with 
Pillar 2 Capital Guidance. 
 
Pillar 3 ± Market discipline  
Pillar 3 sets out required disclosures to allow market participants to assess key pieces of information 
relevant to the capital structure, risk exposures, risk assessment processes and hence the capital 
adequacy of the Bank.  
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34.  Capital management (continued) 
 
Based on EU Regulation 575/2013, disclosures by banks include information relating to their risk 
management objectives and policies, the composition of own funds and original and supplementary 
funds, their compliance with minimum capital requirements and the internal capital adequacy 
assessment process.  
 
The Bank closely monitors its capital adequacy both for compliance with the requirements of the 
supervisory authority as well as to maintain a base to support and develop its activities and safeguard 
the interests of its shareholders. 
 
Pillar 3 disclosures are SXEOLVKHG RQ WKH BDQN¶V ZHEVLWH in conjunction with the financial statements. 
 
Capital position as per CRR / CRD IV 
At 31 December 2019, the Bank fully meets the minimum capital requirements. 
 
7KH LQIRUPDWLRQ SUHVHQWHG EHORZ UHSUHVHQWV WKH BDQN¶V FDSLWDO SRVLWLRQ XQGHU C55 / C5D I9, 
including the application of the transitional arrangements as set by the CBC. 
 
 31 December 

2019 
31 December 

2018 
 ¼ ¼ 

Common Equity Tier 1 capital 26.466.867 29.661.671 
Additional Tier 1 capital - - 

Tier 1 capital 26.466.867 29.661.671 
Tier 2 capital - - 

Total Regulatory Capital 26.466.867 29.661.671 
   
Risk weighted assets - credit risk 133.544.602 76.948.187 
Risk weighted assets - operational risk 4.309.994 1.793.812 
Risk weighted assets - market risk - - 

Total Risk Weighted Assets 137.854.596 78.741.999 
      

Common Equity Tier 1 ratio 19,20% 37,67% 

Tier 1 ratio 19,20% 37,67% 

Total capital ratio 19,20% 37,67% 

Minimum Ratios as per the CRR / CRD IV   

Common Equity Tier 1 ratio 7,00% 6,375% 

Tier 1 ratio 8,50% 7,875% 

Total capital ratio 10,50% 9,875% 
 
Following the enactment of the amendments in the Cypriot Banking Law in February 2017 regarding 
the gradual phase-in of the Capital Conservation Buffer (µCCB¶), the CCB as of 1 January 2019 was 
2,50% (1 January 2018: 1,875%), reflecting the completion of the phase-in arrangements. As a result, 
the BDQN¶V PLQLPXP CRPPRQ ETXLW\ 7LHU 1 (µCET1¶) ratio including CCB phase-in arrangements was 
7,00% in 2019 (2018: 6,375%) and the overall Total Capital Ratio was 10,50% in 2019 (2018: 9,875%) 
on a fully-loaded basis. 
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34.  Capital management (continued) 
 
Taking into consideration the recently received SREP requirement, the Total Capital Ratio requirement 
as of 1 January 2020 is set at 15% without Pillar 2 Capital Guidance and at 15,5% with Pillar 2 Capital 
Guidance. 
 
As a response to COVID-19 impact, concessions have been announced by the European Central 
Bank with regards to the capital adequacy and liquidity ratios whereby banks are temporarily able to 
RSHUDWH EHORZ WKH 3LOODU II (µ32G¶) HTXLW\ EXIIHU, CCB, CRXQWHUF\FOLFDO CDSLWDO BXIIHU (µCC\B¶), DV ZHOO 
DV, WKH OLTXLGLW\ FRYHUDJH UDWLR (µLC5¶). IQ DGGLWLon, it was decided to early implement the change 
UHVXOWLQJ IURP WKH DGRSWLRQ RI WKH C5D9 RQ 3LOODU II (µ325¶) VXSHUYLVRU\ UHTXLUHPHQWV, DOORZLQJ LW WR EH 
FRYHUHG E\ DGGLWLRQDO 7LHU 1 IXQGV (µA71¶) DQG 7LHU 2 IXQGV DQG QRW RQO\ E\ CRPPRQ ETXLW\ 7LHU 1 
funds. 
 
The Board of Directors is intensifying its efforts to develop the operations of the Bank in a manner 
consistent with the expectations of its stakeholders and regulators. As part of these efforts, amongst 
others, it has approved the revised 3-year business plan which will allow the Bank to fulfil its business 
objectives and become profitable. The revised business plan will enable the Bank to increase its 
operations substantially during this period and requires a share capital increase, for which the major 
shareholder of the parent company, Ancoria Investments Plc, has already committed to participate.     
 
 
35. Related party transactions 
 
In accordance with IAS 24 Related Party Disclosures, parties are considered to be related if one party 
has the ability to control the other party or exercise significant influence over the other party in making 
financial and operational decisions. In considering each possible related party relationship, attention is 
directed to the substance of the relationship, not merely the legal form. Related parties may enter into 
transactions which unrelated parties might not, and transactions between related parties may not be 
effected on the same terms, conditions and amounts as transactions between unrelated parties. The 
BDQN¶V FRPSOHWe accounting policy regarding these matters is presented in Note 2.17. 
 
The Bank is a subsidiary of Ancoria Investments Plc, which is incorporated in Cyprus and holds 100% 
RI WKH BDQN¶V LVVXHG VKDUH FDSLWDO. Ancoria Investments Plc is owned by several legal entities as well 
as natural persons, and has no other significant activity, assets or liabilities other than its holding in the 
Bank. 
 
The shareholders of Ancoria Investments Plc as at the date of signing of these financial statements 
and as at 31 December 2019 and 2018 are listed below: 
 

Name / relationship  
Percentage of Share Capital 

in the parent company 

  

Date of signing 
this report and  

31 December 
2019 

31 December 
 2018 

  % % 
Bo Sievert Larsson  41,00 41,00 
Ancoria Insurance Ltd  20,00 20,00 
Sievert Larsson Scholarship Foundation  19,18 19,18 
Trading Point Holdings Ltd  9,80 9,80 
Other shareholders  10,02 10,02 

  100,00 100,00 
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35.  Related party transactions (continued) 
 
Participation of directors in the Company's share capital 
The percentage of share capital of the Bank held indirectly by each member of the Board of Directors 
(through ownership interest in the immediate parent company) and their connected persons, as at 31 
December 2019 and 31 December 2018 were as follows: 
 
Name 31 December  

2019 
31 December 

 2018 
 % % 
Ioannis Loizou 3,40 3,40 
Evgenia Christodoulou N/A 0,08 
Bo Sievert Larsson 41,00 41,00 
Charidemos Theocharides 0,23 0,23 
Charalambos Panayiotou 1,39 1,39 
 
Connected persons include (i) spouses, (ii) minor children and (iii) companies in which company 
directors / other key management personnel hold, directly or indirectly, at least 20% of the voting 
power at a general meeting, or act as executive director or exercise control over the entities, in any 
manner. 
 
Further to the above shareholdings, the Sievert Larsson Scholarship Foundation, founded by Mr. Bo 
Sievert Larsson, indirectly holds 38,6% (2018: 38,6%) of the Company's issued share capital. 
 
   2019 2018 
  ¼ ¼ 
Deposits   
Members of the Board of Directors and key management personnel  941.954 732.386 
Parent company 24.164 24.097 
Entity with significant influence  2.054 6.811 
Other related parties  4.563.551 3.174.573 

 5.531.723 3.937.867 

Interest expense 6.259 10.067 
     
   2019 2018 
  ¼ ¼ 
Loans and advances   
Members of the Board of Directors and key management personnel  343.889 - 
Other related parties  82.324 64.053 

 426.213 64.053 

Interest income 3.537 1.422 
 
The above table does not include balances for members of the Board of Directors and their connected 
persons who resigned during the year. Interest income and expense is disclosed for the period during 
which they were members of the Board of Directors.  
 
The amount of deposits placed by other related parties includes deposits from Ancoria Insurance 
Public Ltd (indirect shareholder) in the amount of ¼2.874.128 (2018: ¼1.434.468), as well as, deposits 
by members of the Board of Directors of Ancoria Insurance Public Ltd. 
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35.  Related party transactions (continued) 
 
In addition to loans and advances, there were contingent liabilities and commitments in respect of 
members of the Board of Directors and their connected persons, mainly in the form of guarantees and 
FRPPLWPHQWV WR OHQG DPRXQWLQJ WR ¼33.600 (2018: ¼20.850).  
 
During 2019, WKH BDQN UHFRJQLVHG D WRWDO LQFRPH DPRXQWLQJ WR ¼16.560 (2018: ¼16.560) as a result of 
a use of space agreement with Ancoria Insurance Public Ltd. This amount is shown under µOther 
income¶ line.  
 
All transactions with non-H[HFXWLYH PHPEHUV RI WKH BRDUG RI DLUHFWRUV, WKH BDQN¶V VKDUHKROGHUV DQG 
their connected persons are made on normal business terms as for comparable transactions with 
customers of a similar credit standing.  
 
Fees and emoluments of Directors and key management personnel 

 
2019 2018 

¼ ¼ 
Non-executives    
Membership fees (Note 10) 143.537 104.819 
   
Executives   
Salaries and other short-term benefits 324.405 347.850 
EPSOR\HU¶V FRQWULEXWLRQV WR SHQVLRQ SODQ 19.879 20.871 
Other ePSOR\HU¶V FRQWULEXWLRQV  21.560 17.292 

 365.843 386.013 

 509.381 490.832 
   
The Bank considers only the two Executive directors as key management personnel. The above table 
presents fees and emoluments towards members of the Board of Directors and key management 
personnel for the period during which they were members of the Board of Directors and assigned key 
management personnel, including those who resigned during the year.  
 
Receivables from parent company (Note 19) 
  2019 2018 
Name Nature of transactions ¼ ¼ 
Ancoria Investments Plc Current account balance 126.860 108.066 
 
The balance due from the parent company is interest free and does not have a specified repayment 
date. It concerns amounts paid on behalf of the parent company. 
 
Rental and subsequent acquisition of premises 
On 2 December 2016, an entity controlled by directors of the Bank acquired the rented premises of the 
Bank in Limassol. The Bank consented to the sale agreement on the condition that its rights and 
obligations for the remaining term of its rental agreement, as well as any other rights and obligations of 
the Bank were retained and that a new agreement would be signed between the Bank, the previous 
and the current owners of the property by virtue of which the new owner would be bound by the 
existing rental terms towards the Bank. The said agreement was signed on 2 December 2016. 
 
On 20 December 2017, the Bank entered into an agreement to acquire its rented premises in 
Limassol. In accordance with the terms of the agreement, the Bank will SD\ D VXP RI ¼4.100.000 LQ 
tranches. The consideration is considered to have taken place DW DQ DUP¶V OHQJWK EDVHG RQ VXSSRUWLQJ 
valuation reports provided by independent valuators.   
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35.  Related party transactions (continued) 
 
The first payment RI ¼2.122.959 was made on 20 December 2017 and was recognised under property 
and equipment along with the relevant stamp duty paid. The VHFRQG SD\PHQW RI ¼1.577.041 was 
made on 29 May 2018, at which point the ownership of the premises was transferred to the Bank, with 
DQ DGGLWLRQDO ¼100.000 SDLG GXULQJ 2018. 7KH UHVLGXDO DPRXQW RI ¼300.000 for which a creditor has 
been recognised (and remains outstanding as at 31 December 2019), will be rendered due for 
settlement upon issuance of the Certificate of Final Approval by the competent authorities and the 
transfer of the title deed in the name of the Bank. The aforementioned amount, along with interest at 
2% per annum as of 1 July 2018, is owed towards the initial owner (pre 2 December 2016) of the 
property, pursuant to an arrangement entered into between the latter and the entity that acquired the 
property on 2 December 2016.  
 
 
36. Operating environment 
 
The Cypriot economy displayed, similarly to 2018, positive performance. GDP growth is estimated for 
2019 to reach 3.2% compared to 3.9% in 2018, whilst inflation remained at a low 0.5% and 
unemployment fell further to 7.0% compared with 8.7% in 2018. According to Treasury's forecasts, 
debt will rise to 97% in 2019 with a forecast to fall to 81% by 2022. The Republic of Cyprus has made 
an early repayment of the loan it had received from Russia and plans in 2020 to make an early 
repayment of the loan received from the International Monetary Fund. 
 
The strong performance of the economy is driven by private consumption, tourism and services. 
Private consumption has benefited from the rapid expansion of employment in all sectors, which has 
led to a significant reduction in unemployment, whilst tourism, services and shipping are providing a 
significant contribution to development.  
 
The introduction of the General Health System has created surpluses in the General Government¶V 
fiscal budget as the contributions to the health system were initiated as of 1 March 2019, as opposed 
to the provision of services that began on 1 June 2019. 
 
The Cyprus sovereign is rated by international rating agencies 6WDQGDUG & 3RRU¶V and Fitch within the 
BBB investment tier with a stable horizon and outlook which should enable relatively easier 
management of fiscal debt levels. In parallel, the Republic of Cyprus has successfully issued 5-year, 
15-year and 30-year bonds totalling ¼2.75 billion in 2019. 
 
The hydrocarbon deposits discovered in the Exclusive Economic Zone of the Republic of Cyprus are 
expected to give additional impetus to investments in the energy sector. 
 
Predictions  
Although according to the Macroeconomic and Budgetary Forecasts of the Ministry of Finance, the 
budgetary balance in 2020 was projected to be in surplus and to reach 2.7% as a percentage of GDP, 
while the primary surplus was projected to be around 5.1% of GDP, the spread of the coronavirus 
(µC29ID-19¶) and the government's announced measures are projected to have a negative impact on 
both GDP growth and surplus of the primary balance. It is not yet possible to accurately calculate the 
impact that the outbreak, as well, as the measures taken will have on the Cypriot economy and its 
GDP projections. 
 
Based on the above initial forecasts, public debt in 2020 ZRXOG IDOO WR ¼20.4 ELOOLRQ DQG DV D SHUFHQWDJH 
of GDP to be limited to 91.1%. The downward trajectory of government debt as a percentage of GDP 
was expected to continue in the coming years and fall to 85.9% and 81.1% at the end of 2021 and 
2022 respectively. 
 
According to the European Commission's winter forecasts, the Cypriot economy would continue to be 
robust and expected to grow in 2020 though at a slower pace than previous years. Lower expectations 
for 2020 are affected by the weak growth of the euro area, as well as, the uncertainties of major 
countries trading with Cyprus. Additionally, the construction sector may be affected by the passport 
restriction programme for third-country residents. 
 



 

Notes to the Financial Statements Annual Financial Report 2019 
 

93 

 
 
36.  Operating environment (continued) 
 
Inflation was expected to reach 0.5% in 2019 and for 2020 it is estimated that there will be an increase 
of up to 0.8% mainly due to the increase in disposable income. 
 
The COVID-19 outbreak, which has forced the World Health Organisation to declare it a pandemic, is 
bound to affect the economies of the world due to the drastic measures taken to contain it.  
 
In addition to COVID-19, the risks that the Cypriot economy may face relate to the international 
economic environment which is still unstable, due to the ongoing tension in trade relations and 
geopolitical developments in the surrounding Eastern Mediterranean region, including the migration 
problem. The slowdown in global growth, particularly in the euro area economies and other important 
trading partners of Cyprus, has started to become apparent and if it continues longer than expected it 
will have a negative impact on key forecasts. In addition, uncertainty exists as to how the European 
Union will cooperate with the United Kingdom after its withdrawal.   
 
Banking environment 
The banking system in Cyprus now enjoys the trust of depositors. The excess liquidity held by banks 
is indicative of the credibility towards all banks. This confidence has not changed in spite of the zero 
interest rates applied. In some cases, negative interest rates have also been imposed on certain 
categories of customers.  
 
Confidence in the banking system is also boosted by the positive returns of the economy, and its 
investment grade ranking by international rating agencies. 
 
Banks are continuing their deleveraging efforts, resulting in a large reduction of lending volumes in the 
banking system. The main reasons for the decrease are: 

� sales of loans to non-performing loan management companies 

� the management of non-performing loans by specialised companies in this area 

� the assumption of the non-performing portfolio of the Cooperative Cyprus Bank by the State 
as a result of its absorption by Hellenic Bank 

� the intensive efforts of banks to settle non-performing loans using the method of debt 
swapping with real estate 

 
As a result of the banking system's actions, the non-performing exposure ratio decreased to 29% 
compared to 45% two years ago.  
 
Despite the decline in non-performing loans, the challenges of the financial sector remain as high 
rates of non-performing loans and private debt persist. Additionally, excess liquidity in a negative 
interest rate environment has an adverse impact on banks' results. 
 
The gradual implementation by 2025 of the new European requirement to comply with the Minimum 
Requirement for own funds and Eligible Liabilities (µM5EL¶) may put further pressure on banks' 
balance sheets. 
 
Effects of developments 
7KH BDQN¶V PDQDJHPent recognises the difficulties involved in predicting all developments which 
could have an impact on the Cyprus economy and consequently the effect, if any, that they could have 
on the future financial performance, cash flows and financial position of the Bank. 7KH BDQN¶V 
management will closely monitor all future developments in the economic and political environment in 
which it operates and take appropriate measures. 
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37. Contingent liabilities, capital commitments and off-balance sheet financing 
 
Commitments and contingent liabilities consist of financial guarantees, letters of credit and other 
undrawn commitments to lend. Even though these obligations may not be recognised on-balance 
sheet, they do contain credit risk and are therefore part of the overall credit risk exposure of the Bank 
(Note 33).  
 
AQ DQDO\VLV RI WKH BDQN¶V RII-balance sheet items is provided below: 

 
2019 2018 

¼ ¼ 
Contingent liabilities   
Letters of guarantee 5.324.952 5.243.267 
Unutilised trade finance limits 987.725 637.870 

 6.327.677 5.881.137 
   
Commitments   
Undisbursed loan facilities 20.756.207 17.329.824 
Undrawn overdraft facilities 7.959.228 5.554.352 

 28.715.435 22.884.176 

 35.028.112 28.765.313 
 
7KH BDQN¶V FRPPLWPHQWV LQ UHVSHFW RI RSHUDWLQJ OHDVHV DUH SUHVHQWed in Note 30. 
 
Capital commitments 
As at 31 December 2019 and 2018, there were no significant commitments for contracted capital 
expenditures of the Bank other than the residual amounts owed in accordance with the agreement for 
the acquisition of the premises in Limassol as mentioned in Note 34. 
 
Legal proceedings 
As at 31 December 2019 and 2018, there were no pending litigation, claims or assessments against 
the Bank. 
 
 
38. Events after the reporting date 
 
Based on a resolution passed by the Board of Directors on 8 April 2020, the Bank has issued and 
DOORWWHG DQ DGGLWLRQDO 20.000 RUGLQDU\ VKDUHV RI ¼1 HDFK DW D SUHPLXP RI ¼499 HDFK, WR AQFRULD 
IQYHVWPHQWV 3OF IRU D WRWDO VXEVFULSWLRQ SULFH RI ¼10.000.000. 
 
With the recent and rapid development of the coronavirXV (µC29ID-19¶) RXWEUHDN, WKH ZRUOG HFRQRP\ 
entered a period of unprecedented health care crisis that has already started causing considerable 
global disruption in business activities and everyday life. Many countries have adopted extraordinary 
and economically costly containment measures requiring in some cases companies to limit or even 
suspend normal business operations and governments to implement restrictions on travelling as well 
as strict quarantine measures.  
 
Certain industries such as tourism, hospitality and entertainment are expected to be disrupted 
significantly by these measures whereas others like manufacturing and financial services are expected 
to incur sideway losses. Considering these unfortunate circumstances, the pace at which the outbreak 
expands, the uncertain time horizon that the abovementioned extraordinary measures will be applied, 
and due to the high level of uncertainties in relation to the unpredictable outcome of this outbreak, the 
financial effect of the current crisis on the global economy and the overall business activities going 
forward is not possible to be estimated with reasonable certainty at this stage. 
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38.  Events after the reporting date (continued) 
 
As a result of the pandemic, within its April 2020 world economic outlook report, the International 
MRQHWDU\ FXQG (µIMF¶) SURMHFWV WKDW WKH JOREDO HFRQRP\ ZLOO FRQWUDFW E\ -3% in 2020, much worse than 
during the 2008±09 financial crisis. Under a baseline scenario which assumes that the pandemic 
fades in the second half of 2020 and containment efforts can be gradually unwound, the IMF projects 
that as economic activity normalizes, assisted by policy support, the global economy will grow by 5.8% 
in 2021. For the Euro area, the projection is more severe, with a projected contraction of -7.5% in 
2020 and a 4.7% recovery in 2021. 
 
In Cyprus, following the extraordinary meeting of the Council of Ministers of the Republic that took 
place on 15 March 2020, considering the fluid situation as it unfolds daily given the growing spread of 
COVID-19 and based on the World Health Organization's data on the situation, the Council of 
Ministers announced that it considers that Cyprus is entering a state of emergency. To this end, 
certain measures have been taken with a view to safeguarding public health and ensuring the 
economic survival of working people, businesses, economically vulnerable groups and the economy at 
large. More specifically, new entry regulations have been announced with regard to protecting the 
population from a further spread of the disease tightening the entry of individuals in Cyprus. 
Additionally, a considerable number of private businesses of different types was decided to remain 
closed as of 16 March 2020 and for a period of four weeks, whereas hotels would suspend their 
operations until 30 April 2020. In addition, on  23 March 2020, by announcement of the President of 
the Republic, it was clarified that all retailers (with very limited exceptions) should be suspending their 
operations until further notice. These public policy measures put in place to contain the spread of 
COVID-19 are expected to result in significant operational disruption to the operations of the Bank. 
 
In an attempt to bolster households and businesses battered by the COVID-19 crisis, the House of 
Parliament voted for the Emergency Measures by Financial Institutions and Supervisory Authorities 
Law of 2020, based on which a Ministerial Decree by the Minister of Finance was issued on 30 March 
2020, calling for the suspension of the obligation to pay principal and interest payments on credit 
exposures of individuals, self-employed and businesses until 31 December 2020 subject to the 
condition that such credit exposures were not presenting arrears of more than 30 days on 28 February 
2020. The plan will apply for the period April - December 2020 to those individuals, self-employed and 
businesses who wish to apply for their participation. By decision through the Association of Cyprus 
Banks, all member banks have agreed that during the period of suspension of payments, credit 
exposures falling under the provisions of the Ministerial Decree and for which suspension will be 
initiated following an interest on the part of the customer, no interest-bearing interest will apply. This 
decision is considered not to have a material impact on the Bank's capital adequacy or profitability.  
 
Additionally, the European Central Bank has decided on a series of measures to deal with the COVID-
19 consequences. Among other things, it has agreed with the decision of the European Banking 
AXWKRULW\ (µEBA¶) WR SRVWSRQH WKH VXEPLVVLRQ RI VWUHVV WHVWV IRU 2020, DV ZHOO DV, WR SURYLGH HDVLQJ WR 
supervisory capital and liquidity ratios. Financial institutions will also be able to draw liquidity from the 
Eurosystem on significantly favourable terms. On a parallel action, the European Securities and 
MDUNHWV AXWKRULW\ (µE6MA¶) DIWHU FRRSHUDWLRQ ZLWK WKH EBA LVVXHG D SXEOLF VWDWHPHQW RQ 25 MDUFK 
2020 in accordance with which both authorities consider that the implementation of public or private 
decisions aimed at addressing the negative systemic effects of COVID-19 should not be considered 
as an automatic indication that a significant increase in credit risk has taken place.   
 
At the same time, coordinated actions are taking place at pan-European level to support the liquidity of 
banks. The European Central Bank announced liquidity stimulus measures such as additional long-
WHUP UHILQDQFLQJ DFWLRQV (µL752¶), PRUH IDYRXUDEOH FRQGLWLRQV LQ 7L752 III UHILQDQFLQJ DFWLRQV DQG 
additional bond purchases RI ¼120 ELOOLRQ E\ WKH HQG RI WKH \HDU, LQ FRQMXQFWLRQ ZLWK WKH H[LVWLQJ 
programme markets, which are expected to contribute to maintaining favourable liquidity conditions 
and may have a positive impact on borrowing costs. It also announced a new one-off pandemic asset 
SXUFKDVH SURJUDPPH ZLWK D WRWDO YDOXH RI ¼750 ELOOLRQ.  
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38.  Events after the reporting date (continued) 
 
Furthermore, concessions have been announced with regards to the capital adequacy and liquidity 
ratios whereby banks are temporaULO\ DEOH WR RSHUDWH EHORZ WKH 3LOODU II (µ32G¶) HTXLty buffer, Capital 
Conservation BXIIHU (µCCB¶), Countercyclical Capital BXIIHU (µCC\B¶), DV ZHOO DV, WKH OLTXLGLW\ FRYHUDJH 
UDWLR (µLC5¶). IQ DGGLWLRQ, LW ZDV GHFLGHG WR HDUO\ LPSOHPHQW WKH FKDQJH UHVXOWing from the adoption of 
WKH C5D9 RQ 3LOODU II (µ325¶) VXSHUYLVRU\ UHTXLUHPHQWV, DOORZLQJ LW WR EH FRYHUHG E\ DGGLWLRQDO 7LHU 1 
IXQGV (µA71¶) DQG 7LHU 2 IXQGV DQG QRW RQO\ E\ CRPPRQ ETXLW\ 7LHU 1 IXQGV. 
 
As a first response to the announcement of being in a state of emergency, the management has 
reviewed the operational continuity plan of the Bank, as well as, its ability to maintain its business 
operations within these particular conditions in order to support its customers during this difficult 
period. AcWLRQV LQFOXGHG WKH DFWLYDWLRQ RI WKH EXVLQHVV FRQWLQXLW\ SODQ (µBC3¶), DGDSWHG IRU WKH HYHQW RI 
a pandemic to ensure a coordinated response to events that could potentially disrupt its activity. A 
series of predefined actions were triggered, but the usual BCP procedures were expanded to further 
reduce any risks. As a result, the predefined action of ensuring that staff of critical functions were able 
to work from home, was significantly extended to include all Head Office staff to the maximum extent 
possible, without compromising any functions or downgrading the level of services the Bank is 
offering. In respect of staff working at the business centres, these were divided into groups, alternating 
between them on a rotational basis.  
 
The existing remote work capability of the Bank has been significantly upgraded and additional 
equipment has been provided to all staff, allowing for the successful and timely implementation of their 
work, ensuring that all functions can be performed from alternate locations without interruption. At the 
VDPH WLPH, BC3 SURFHVVHV DUH DOVR DSSOLHG WR WKH BDQN¶V VXSSOLHUV, FRXQWHUSDUWLHV DQG WHFKQRORJ\ 
providers, ensuring a continuous flow of services and goods to the Bank. Furthermore, the Bank has 
taken all precautionary actions suggested by the Ministry of Health in relation to health and safety for 
its employees, customers and partners, including the decontamination of premises, the provision of 
protective gear for everyday activities and the implementation of social distancing procedures.  
 
7KH BDQN¶V PDQDJHPHQW KDV FRQVLGHUHG WKH XQLTXH FLUFXPVWDQFHV DQG WKH ULVN H[SRVXUHV RI WKH 
BDQN DQG KDV FRQFOXGHG WKDW WKH PDLQ LPSDFWV RQ WKH BDQN¶V SURILWDELOLW\ / OLTXLGLW\ SRVLWLRQ PD\ DULVH 
from:  

� Incapacity to meet business plan objectives; 

� Increase in expected credit losses across most sectors;  

� Withdrawal of deposits; 

� Increased volatility in the value of financial instruments;  

� Unavailability of personnel; 

� Breach of financial covenants and failure to meet contractual obligations; 

� Increased operating costs due to employees working remotely. 
 
Based on the main impacts identified and in order to assess actual and potential financing needs, the 
PDQDJHPHQW LV LQ WKH SURFHVV RI UHDVVHVVLQJ WKH BDQN¶V WUDGLQJ DQG UHOHYDQW FDVK IORZV XVLQJ UHYLVHd 
assumptions and incorporating down-side scenarios. From the analysis performed no additional 
liquidity needs have been identified. However, as a means of prudency, the management is already in 
the process of assessing future measures and alternative sources of financing as a response to 
adverse scenarios. Such measures include additional financing, cost-cutting policies and disposal of 
investments. 
 
7KH BDQN¶V PDQDJHPHQW ZLOO FRQWLQXH WR PRQLWRU WKH VLWXDWLRQ FORVHO\ DQG LPSOHPHQW DGGLWLRQDO 
measures in case the period of disruption becomes prolonged. 
 
 
 
IQdeSeQdeQW aXdLWRU¶V UeSRUW RQ SaJeV 97 to 101. 
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IndeSendenW AXdiWoU¶V UeSoUW 

 
 
To the Members of ANCORIA BANK LIMITED 
 
Report on the Audit of the Financial Statements 
 
Opinion  

We have audited the financial statements of Ancoria BaQN LLPLWHd (WKH µBaQN¶), ZKLcK aUH SUHVHQWHd LQ SaJHV 9 WR 96 
and comprise the statement of financial position as at 31 December 2019, and the statements of profit or loss and other 
comprehensive income, changes in equity and cash flows for the year then ended, and notes to the financial statements, 
including a summary of significant accounting policies.  
 
In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Bank as 
at 31 December 2019, and of its financial performance and its cash flows for the year then ended in accordance with 
International Financial Reporting Standards (IFRSs) as adopted by the European Union and the requirements of the 
Cyprus Companies Law, Cap. 113. 
 
Basis for Opinion  

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those 
standards are further described in the AXdLWRU¶V RHVSRQVLbLOLWLHV IRU WKH AXdLW RI WKH FLQaQcLaO SWaWHPHQWV section of our 
report. We remained independent of the Bank throughout the period of our appointment in accordance with the 
IQWHUQaWLRQaO EWKLcV SWaQdaUdV BRaUd IRU AccRXQWaQWV¶ CRdH RI EWKLcV IRU PURIHVVLRQaO AccRXQWaQWV (IESBA CRdH) 
together with the ethical requirements that are relevant to our audit of the financial statements in Cyprus, and we have 
fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 
 
Emphasis of Matter 

We draw attention to Note 38 of the financial statements, which describes the significant uncertainty associated with the 
COVID-19 pandemic and its impact on the global, as well as the Cypriot economy. Due to the aforementioned events, 
there may be an adverse impact on the global, as well as the Cypriot economy which could potentially affect the Bank's 
operations, financial position and financial performance. However, the impact of such developments cannot be 
reasonably determined and quantified at this stage due to the significant uncertainty as to the precise impact and 
duration of this pandemic. Our opinion is not modified in respect of this matter. 
 
Key audit matters incorporating the most significant risks of material misstatements, including assessed risk 
of material misstatements due to fraud  

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

 Deloitte Limited 
Maximos Plaza 
Tower 1, 3rd Floor  
213 Arch. Makariou III Avenue 
CY-3030 Limassol, Cyprus 
Mail: P.O. Box 58466 
CY-3734 Limassol, Cyprus 
 
Tel: +357 25 86 86 86 
Fax: +357 25 86 86 00 
infolimassol@deloitte.com 
www.deloitte.com/cy 
 
  
 

 

 

 



 

 
    
  
   98 

IndeSendenW AXdiWoU¶V UeSoUW (continued) 
 
 
Key audit matters incorporating the most significant risks of material misstatements, including assessed risk 
of material misstatements due to fraud (continued) 

Key audit matter How we examined the key audit matter 
Loss allowance for loans and advances to customers   
 
Gross loans and advances to customers amounted to 
¼210.150.157 aV aW 31 DHcHPbHU 2019 (¼117.961.020 as at 
31 December 2018), while loss allowance on loans and 
advances to customers as at 31 December 2019 amounted to 
¼528.132 (¼453.061 aV aW 31 DHcHPbHU 2018). 
 
The Bank determines loss allowances due to impairment on 
loans and advances to customers to reflect expected credit 
losses, on both an individual as well as a collective basis. 
 
The measurement of loss allowances due to impairment on 
loans and advances to customers, is considered a key audit 
matter since, the determination of the assumptions used by 
Management is highly subjective due to the high degree of 
judgement applied by Management for estimating expected 
credit losses.  
 
Key judgements and estimates in respect of the timing and 
measurement of expected credit losses (ECL) include: 
� Criteria for the identification of exposures with significant 

increase in credit risk and credit-impaired exposures 
�  Accounting interpretations and modelling assumptions 

used in the expected credit loss models to assess the credit 
risk related to the exposure and the expected future cash 
flows of the customer 

� Inputs and assumptions used to estimate the impact of 
multiple economic scenarios 

� Valuation of collateral and assumptions over future cash 
flows on individually assessed credit-impaired exposures, 
including the assessment of multiple scenarios 

� Accuracy and sufficiency of the related financial statement 
disclosures.  
 

Management has provided further information with respect to 
the accounting principles and accounting policies for the 
determination of loss allowances on loans and advances to 
customers due to impairment, with respect to the 
management of credit risk and with respect to the recognition 
of such loss allowances, in Notes 2.9, 3.2 and 33 to the 
financial statements. 
 
 

 
Based on our risk assessment and following a risk-based 
approach, we have evaluated the impairment methodologies 
applied and assumptions made by Management in relation to this 
key audit matter, which  included, inter alia, the following audit 
procedures: 
� The credit granting process of the Bank was compared with the 

CHQWUaO BaQN RI C\SUXV¶ UHTXLUHPHQWV (baVHd RQ aSSOLcabOH 
regulations and directives) to identify and assess the impact of 
any discrepancies.  

� The controls in place for the credit granting process were 
reviewed and their adequacy, in terms of design and 
implementation and operating effectiveness, was assessed. 

� An assessment of the appropriateness of methodologies and 
policies adopted by Management with respect to impairment of 
loans and advances to customers in accordance with IFRS 9, 
¶¶FLQaQcLaO IQVWUXPHQWV¶¶. 

� An assessment of the design and implementation of internal 
controls relevant to the audit, including controls around the 
methodologies applied, risk models employed, significant 
assumptions employed by Management, accuracy and 
completeness of data inputs and model calculations as well as 
controls over manual processes for valuation of collateral. 

� With the support of our internal credit risk specialists, we have 
obtained and tested evidence to support the appropriateness of 
probability of default, loss given default and exposure at default 
assumptions.  

� With the support of our internal credit risk and modelling 
specialists, we assessed the impairment methodology of the 
Bank, re-performing certain key steps so as to gain assurance 
over the validity and consistency of calculations in relation to 
collective assessment allowances. 

� Obtained and tested evidence of timely identification of 
exposures with significant increase in credit risk and timely 
identification of credit-impaired exposures. 

� On a sample basis assessed the reasonableness of significant 
assumptions used in the measurement of impairment of 
individually assessed exposures, including valuation of 
collaterals as well as assumptions used for estimating future 
discounted cash flows.  

� We assessed whether the disclosures appropriately disclose 
and address the uncertainty, which exists when determining the 
expected credit losses. In addition, we assessed whether the 
disclosure of the key judgements and assumptions made was 
sufficiently clear. 

 
The above procedures were completed in a satisfactory manner. 
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IndeSendenW AXdiWoU¶V UeSoUW (continued) 
 
 
Key audit matters incorporating the most significant risks of material misstatements, including assessed risk 
of material misstatements due to fraud (continued) 

Key audit matter How we examined the key audit matter 
General Information Technology Control Systems and  internal controls over financial reporting  
 
TKH BaQN¶V ILQaQcLaO UHSRUWLQJ SURcHVVHV aUH KLJKO\ 
dHSHQdHQW RQ IQIRUPaWLRQ THcKQRORJ\ (³IT´) 
systems supporting automated accounting and 
reconciliation procedures, thus leading to a 
complex IT environment, pervasive in nature in 
which a significant number of transactions are 
processed daily, across numerous locations. 
 
This is a key audit matter since it is important that 
controls over access security, system change 
control and data centre and network operations, 
are designed and operate effectively to ensure 
complete and accurate financial records / 
information. 

 
Based on our risk assessment, we have tested the design and operating 
effectiveness of General Information Technology Controls relevant to 
financial reporting. Our audit procedures included the assessment of access 
rights over applications, operating systems and databases, the process 
followed over changes made to information systems, as well as data centre 
and network operations. Where deemed necessary, we carried out our 
procedures with the support of our internal information technology systems 
specialists. 
 
In summary, our key audit procedures included, among other, testing of: 
� User access provisioning and de-provisioning process 
� Privileged access to applications, operating systems and databases 
� Change management procedure over applications, operating systems and 

databases (user request, user acceptance testing and final approval for 
promotion to production) 

� Data centre and network operations. 
 
The above procedures were completed in a satisfactory manner. 

 
Reporting on other information 

The Board of Directors is responsible for the other information. The other information comprises the information included 
LQ WKH MaQaJHPHQW RHSRUW bXW dRHV QRW LQcOXdH WKH ILQaQcLaO VWaWHPHQWV aQd RXU aXdLWRU¶V UHSRUW WKHUHRQ. 
 
Our opinion on the financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon. 
  
In connection with our audit of the financial statements, our responsibility is to read the other information identified above 
and, in doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we are required to report that 
fact. We have nothing to report in this regard. 
 
Responsibilities of the Board of Directors and those charged with governance for the Financial Statements 

The Board of Directors is responsible for the preparation of financial statements that give a true and fair view in 
accordance with International Financial Reporting Standards as adopted by the European Union and the requirements 
of the Cyprus Companies Law, Cap. 113, and for such internal control as the Board of Directors determines is necessary 
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.  
 
IQ SUHSaULQJ WKH ILQaQcLaO VWaWHPHQWV, WKH BRaUd RI DLUHcWRUV LV UHVSRQVLbOH IRU aVVHVVLQJ WKH BaQN¶V abLOLW\ to continue 
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless the Board of Directors either intends to liquidate the Bank or to cease operations, or has no realistic 
alternative but to do so.  
 
TKRVH cKaUJHd ZLWK JRYHUQaQcH aUH UHVSRQVLbOH IRU RYHUVHHLQJ WKH BaQN¶V ILQaQcLaO UHSRUWLQJ SURcHVV. 
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IndeSendenW AXdiWoU¶V UeSoUW (continued) 
 
 
Auditor's Responsibilities for the Audit of the Financial Statements   

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and WR LVVXH aQ aXdLWRU¶V UHSRUW WKaW LQcOXdHV RXU RSLQLRQ. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism 
throughout the audit. We also: 

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

x Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstancHV, bXW QRW IRU WKH SXUSRVH RI H[SUHVVLQJ aQ RSLQLRQ RQ WKH HIIHcWLYHQHVV RI WKH BaQN¶V 
internal control. 

x Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by the Board of Directors.  

x CRQcOXdH RQ WKH aSSURSULaWHQHVV RI WKH BRaUd RI DLUHcWRUV¶ XVH RI WKH JRLQJ cRQcHUQ baVLV RI accRXQWLQJ aQd, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that 
may cast significant doXbW RQ WKH BaQN¶V abLOLW\ WR cRQWLQXH aV a JRLQJ cRQcHUQ. II ZH cRQcOXdH WKaW a PaWHULaO 
XQcHUWaLQW\ H[LVWV, ZH aUH UHTXLUHd WR dUaZ aWWHQWLRQ LQ RXU aXdLWRU¶V UHSRUW WR WKH UHOaWHd dLVcORVXUHV LQ WKH ILQaQcLaO 
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 
HYLdHQcH RbWaLQHd XS WR WKH daWH RI RXU aXdLWRU¶V UHSRUW. HRZHYHU, IXWXUH HYHQWV RU cRQdLWLRQV Pa\ caXVH WKH BaQN 
to cease to continue as a going concern.  

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

x Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities 
within the Bank to express an opinion on the financial statements. We are responsible for the direction, supervision 
and performance of the audit. We remain solely responsible for our audit opinion.  

 
We communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during 
our audit.  
 
We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and where applicable, related safeguards.  
 
From the matters communicated with those charged with governance, we determine those matters that were of most 
significance in the audit of the financial statements of the current period and are therefore the key audit matters. 
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IndeSendenW AXdiWoU¶V UeSoUW (continued) 
 
 
Report on Other Legal and Regulatory Requirements   

Pursuant to the requirements of Article 10(2) of the EU Regulation 537/2014 we provide the following information in our 
IQdHSHQdHQW AXdLWRU¶V RHSRUW, ZKLcK LV UHTXLUHd LQ addLWLRQ WR WKH UHTXLUHPHQWV RI IQWHUQaWLRQaO SWaQdaUdV RQ AXdLWLQJ. 
 
Appointment of the Auditor and Period of Engagement 

We were first apSRLQWHd aV aXdLWRUV RI WKH BaQN RQ 20 FHbUXaU\ 2015 b\ WKH BaQN¶V BRaUd RI DLUHcWRUV. OXU aSSRLQWPHQW 
KaV bHHQ UHQHZHd aQQXaOO\ b\ VKaUHKROdHUV¶ UHVROXWLRQ UHSUHVHQWLQJ a WRWaO SHULRd RI XQLQWHUUXSWHd HQJaJHPHQW 
appointment of 5 years. 
 
Consistency of the Additional Report to the Audit Committee  

We confirm that our audit opinion on the financial statements expressed in this report is consistent with the additional 
report to the Audit Committee of the Bank, which we issued on 29 April 2020 in accordance with Article 11 of the EU 
Regulation 537/2014. 
 
Provision of Non-Audit Services 

We declare that no prohibited non-audit services referred to in Article 5 of the EU Regulation 537/2014 and Section 72 
of the Auditors Law of 2017 were provided. In addition, there are no non-audit services which were provided by us to 
the Bank and which have not been disclosed in the financial statements or the management report. 
 
Other Legal Requirements 

Pursuant to the additional requirements of the Auditors Law of 2017, we report the following: 

x In our opinion, based on the work undertaken in the course of our audit, the management report has been prepared 
in accordance with the requirements of the Cyprus Companies Law, Cap. 113, and the information given is 
consistent with the financial statements. 

x In light of the knowledge and understanding of the Bank and its environment obtained in the course of the audit, 
we are required to report if we have identified material misstatements in the management report. We have nothing 
to report in this respect. 

 
Other Matter   

TKLV UHSRUW, LQcOXdLQJ WKH RSLQLRQ, KaV bHHQ SUHSaUHd IRU aQd RQO\ IRU WKH BaQN¶V PHPbHUV aV a bRd\ LQ accRUdaQcH ZLWK 
Article 10(1) of the EU Regulation 537/2014 and Section 69 of the Auditors Law of 2017 and for no other purpose. We 
do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whose 
knowledge this report may come to. 
 
TKH HQJaJHPHQW SaUWQHU RQ WKH aXdLW UHVXOWLQJ LQ WKLV LQdHSHQdHQW aXdLWRU¶V UHSRUW LV Alexis Agathocleous. 
 
 
 
 
 
 
 
Alexis Agathocleous 
Certified Public Accountant and Registered Auditor 
for and on behalf of 
Deloitte Limited 
Certified Public Accountants and Registered Auditors 
 
Nicosia, 30 April 2020 
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Credit Risk  
 
TABLE A: Analysis of the credit portfolio according to performance status for balances 
 
As at 31 December 2019 

 Gross carrying amount Accumulated impairment 
 

Of which 
non-

performing 
exposures 

Of which exposures with 
forbearance measures 

 

Of which 
non-

performing 
exposures 

Of which exposures with 
forbearance measures 

 
Of which 

non-
performing 
exposures 

 

Of which 
non-

performing 
exposures 

 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 
Loans and advances 210.150 207   528 43   
  General governments         
  Other financial corporations 925    4    
  Non-financial corporations 90.368 17   345 17   
  Of which: Small and Medium-sized Enterprises2 87.843 17   340 17   
  Of which: Commercial real estate2 57.213    227    
  Non-financial corporations by sector   

 

 

 

   Agriculture, forestry and fishing 4.017  16 
   Manufacturing 5.770  16 
   Construction 14.722  45 
   Wholesale and retail trade 14.104 1 55 
   Real estate activities 32.489  144 
   Professional and scientific services 6.424  20 
   Education 2.592  1 
   Other sectors 10.250 17 48 
  Households 118.857 190   179 26   
  Of which: Residential mortgage loans2 91.250    117    
  Of which: Credit for consumption2 10.162 26   38 26   
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2 
Credit Risk (continued) 
 
TABLE A: Analysis of the credit portfolio according to performance status for balances (continued) 
 

As at 31 December 2018 
 Gross carrying amount Accumulated impairment 

 
Of which 

non-
performing 
exposures 

Of which exposures with 
forbearance measures 

 

Of which 
non-

performing 
exposures 

Of which exposures with 
forbearance measures 

 
Of which 

non-
performing 
exposures 

 

Of which 
non-

performing 
exposures 

 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 
Loans and advances 117.961 4   453 1   
  General governments         
  Other financial corporations 1.038    6    
  Non-financial corporations 37.312 2   251    
  Of which: Small and Medium-sized Enterprises3 34.286 2   187    
  Of which: Commercial real estate3 19.105    76    
  Non-financial corporations by sector   

 

 

 

   Agriculture, forestry and fishing 1.280 1 6 
   Manufacturing 2.510  7 
   Construction 7.305  55 
   Wholesale and retail trade 3.686 1 36 
   Real estate activities 6.876  45 
   Professional and scientific services 4.402  10 
   Education 4.083  4 
   Other sectors 7.170  88 
  Households 79.611 2   196 1   
  Of which: Residential mortgage loans3 64.682    160    
  Of which: Credit for consumption3 5.199 2   13 1   

                                                      
 
2 The analysis shown under OLQHV µQRQ-ILQDQFLDO FRUSRUDWLRQV¶ DQG µKRXVHKROGV¶ LV QRQ-additive across categories as certain customers may be counted under both categories. 
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3 
Credit Risk (continued) 
 
TABLE B: Analysis of the credit portfolio on the basis of their origination date4 for balances 
 
As at 31 December 2019 

Total loans 
granted 

Gross carrying amount of total loans Loans to non-financial corporations Loans to other financial corporations Loans to households 

Total Non- 
performing  

Accumulated 
impairment Total Non-

performing  
Accumulated 
impairment Total Non- 

performing  
Accumulated 
impairment Total Non- 

performing  
Accumulated 
impairment 

 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 

Within 1 year 90.227 1 282 56.442 - 230 - - - 33.785 - 48 

1 - 2 years 57.201 5 102 19.486 - 49 925 - 4 36.791 5 53 

2 - 3 years 39.467 185 82 8.253 - 26 - - - 31.214 185 56 

3 - 5 years 23.255 16 62 6.187 17 40 - - - 17.067 - 22 

5 - 7 years             

7 - 10 years             

More than 10 years             

Total 210.150 207 528 90.368 17 345 925 - 4 118.857 190 179 
 
 
 
 
 
 
 
 
 
 
                                                      
 
3 The analysis shown under OLQHV µQRQ-ILQDQFLDO FRUSRUDWLRQV¶ DQG µKRXVHKROGV¶ LV QRQ-additive across categories as certain customers may be counted under both categories. 
4 The origination date of new or restructured credit facilities is defined as the date of loan agreement i.e. the contract date. 



Additional Risk Disclosures (unaudited) 
for the year ended 31 December 2019 

Annual Financial Report 2019 

 

106 

 
Credit Risk (continued) 
 
TABLE B: Analysis of the credit portfolio on the basis of their origination date5 for balances (continued) 
 
As at 31 December 2018 

Total loans 
granted 

Gross carrying amount of total loans Loans to non-financial corporations Loans to other financial corporations Loans to households 

Total Non- 
performing  

Accumulated 
impairment Total Non-

performing  
Accumulated 
impairment Total Non-

performing  
Accumulated 
impairment Total Non-

performing  
Accumulated 
impairment 

 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 ¼000 

Within 1 year 48.624 2 202 20.484 1 105 1.038 - 6 27.103 1 92 

1 - 2 years 44.086 2 144 10.008 1 85 - - - 34.078 1 59 

2 - 3 years 25.232 - 107 6.803 - 61 - - - 18.429 - 45 

3 - 5 years 19 - - 17 - - - - - 1 - - 

5 - 7 years             

7 - 10 years             

More than 10 years             

Total 117.961 4 453 37.312 2 251 1.038  6 79.611 2 196 
 

                                                      
 
5 The origination date of new or restructured credit facilities is defined as the date of loan agreement i.e. the contract date. 


