KPMG'

Cypius Development Bank Pubiic
Sompany Limited

REVIBW 1 Pllar 1 calcuiations report 1or the
Jerod o ol dt\v 01/1aKing Into
§

onsideration Specific actions taken by the
Ank arter this date

AAAAAAAA




Report in respect of Cyprus Development Bank Public Company Limited Pillar 1
capital adequacy ratio, as at the 315t of July 2017 taking into consideration specific
actions taken by the Bank after this date, based on the CRR / CRDIV provisions

KPMG Limited was engaged to perform a high level review of the Cyprus Development
Bank Public Company Limited’s (“CDB” or the “Bank”) Pillar 1 calculations as at the 31%
of July 2017, taking into consideration specific actions taken by the Bank after this date
(the injection of new capital and issue of a Perpetual unsecured subordinated loan and
taking into consideration the amended Risk Weighted Assets), and to review as to
whether the Bank meets the minimum required ratios as set by the Central Bank of
Cyprus (“CBC”), as well as to provide feedback on the reasonableness of the approach
adopted and the fairness of the pillar 1 calculation and its underlying assumptions.

This report relates only to the requirements of CRR and CRDIV as it was transposed in
Cyprus and it does not extend to an audit or review of the financial statements or other
financial information of the Bank.

Basis of the Review
The basis for our review was:

(a) The calculation of the RWAs and the associated workings provided by the Bank’s
Group Risk Management on Credit, Market and Operational risk under CRR and CRD IV
as at 31st of July 2017, both before and after the aforementioned actions took place.

(b) The calculation of the Own Funds and the associated workings as at 31st of July
2017, before and after consideration of the above actions.

Limitations and Basic Assumptions

The present report is a summary of a full report prepared by KPMG and submitted to the
management body of the Bank on the 30t of August 2017.

It is noted that KPMG’s services under this engagement are limited to performing a high
level review on the Bank’s computations based on agreed upon procedures, on a sample
basis and in accordance with the terms of reference in our engagement letter. The Bank
is responsible for all decision making in relation to the assumptions.
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In addition, this document is intended for the use of the Board of Directors and
Management of the Bank only. Anyone that relies on this report acts at its own risk
and KPMG will not bear any responsibility.

Conclusion

Based on the high level review performed, the Bank’s consolidated Pillar 1 capital
adequacy (as at 31st of July 2017) following the injection of new capital and issue of|
a Perpetual unsecured subordinated loan and taking into consideration the amended
Risk Weighted Assets, meets the minimum Common Equity Tier 1 capital requirement
and the Overall capital requirement set by the Central Bank of Cyprus as
communicated with a letter to the Bank on the 8th of February 2017.

Nothing has come to our attention that causes us to believe that the computation of
the consolidated Pillar 1 capital adequacy of the Bank as at 31st July 2017 pre and
post the aforementioned actions, does not present a fair and true picture, in all
material respects, in accordance with the requirements of the CRR and the CRD IV,
as well as with the associated discretions issued by the CBC.

ye

Marios Lazarou

Certified Public Accountant and Registered Auditor
for and on behalf of KPMG Limited

Certified Public Accountants and Registered Auditors

Nicosia, 30 August 2017
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