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BANK OF CYPRUS GROUP


CONDENSED CONSOLIDATED INCOME STATEMENT 


for the nine months ended 30 September 2004

	
	
	    Nine months

    ended

    30 September
	Year

ended

31 December

	
	
	2004
	
	2003
	
	2003

	
	Notes
	C£000
	
	C£000
	
	C£000

	
	
	
	
	
	
	

	Turnover
	3
	502 020
	
	434 584
	
	593 564

	
	
	
	
	
	
	

	Net interest income
	
	180 043
	
	139 967
	
	198 530

	
	
	
	
	
	
	

	Fees, commissions, income from 

insurance business and other income
	
	80 252
	
	69 276
	
	95 158

	
	
	
	
	
	
	

	Foreign exchange income
	
	11 813
	
	10 616
	
	14 216

	
	
	
	
	
	
	

	(Losses)/gains on sale and revaluation of 

financial instruments
	
	     (3 001)
	
	1 061
	
	         (792)

	
	
	269 107
	
	220 920
	
	307 112

	
	
	
	
	
	
	

	Staff costs and other administrative expenses
	
	 (164 693)
	
	 (149 302)
	
	  (206 535)

	
	
	
	
	
	
	

	Profit before provisions
	
	104 414
	
	71 618
	
	100 577

	
	
	
	
	
	
	

	Provisions for bad and doubtful debts
	
	   (60 990)
	
	   (53 631)
	
	   (110 190)

	
	
	
	
	
	
	

	Profit/(loss) before provision for impairment of available-for-sale investments
	
	43 424
	
	17 987
	
	     (9 613)

	
	
	
	
	
	
	

	Provision for impairment of 

available-for-sale investments
	
	     (3 033)
	
	     (2 750)
	
	      (7 799)

	
	
	
	
	
	
	

	Profit/(loss) before tax
	
	40 391
	
	15 237
	
	     (17 412)

	
	
	
	
	
	
	

	Tax
	
	     (9 648)
	
	     (5 443)
	
	     (11 391)

	
	
	
	
	
	
	

	Profit/(loss) after tax
	
	30 743
	
	9 794
	
	      (28 803)

	
	
	
	
	
	
	

	Earnings/(loss) per share for the period (cents)
	4
	6,6
	
	2,2
	
	          (6,5)

	
	
	
	
	
	
	

	Fully diluted earnings/(loss) per share for the

period (cents)
	4
	6,6
	
	2,2
	
	           (6,5)


BANK OF CYPRUS GROUP

CONDENSED CONSOLIDATED INCOME STATEMENT

for the three month period from 1 July to 30 September 2004
	
	        Three months

        ended

        30 September

	
	2004
	
	2003

	
	C£000
	
	C£000

	
	
	
	

	Turnover
	178 998
	
	145 519

	
	
	
	

	Net interest income
	63 687
	
	48 733

	
	
	
	

	Fees, commissions, income from 

insurance business and other income
	29 031
	
	24 138

	
	
	
	

	Foreign exchange income
	4 226
	
	4 011

	
	
	
	

	Gains/(losses) on sale and revaluation of

financial instruments
	829
	
	            (649)

	
	97 773
	
	76 233

	
	
	
	

	Staff costs and other administrative expenses
	     (56 703)
	
	        (51 173)

	
	
	
	

	Profit before provisions
	41 070
	
	25 060

	
	
	
	

	Provisions for bad and doubtful debts
	     (22 284)
	
	        (21 416)

	
	
	
	

	Profit before provision for impairment of available-for-sale investments
	18 786
	
	3 644

	
	
	
	

	Provision for impairment of available-for-sale investments
	          (502)
	
	             (33)

	
	
	
	

	Profit before tax
	18 284
	
	3 611

	
	
	
	

	Tax
	       (3 769)
	
	          (2 351)

	
	
	
	

	Profit after tax
	14 515
	
	1 260


BANK OF CYPRUS GROUP

CONDENSED CONSOLIDATED BALANCE SHEET

as at 30 September 2004
	
	
	
	
	

	
	Notes
	30 September 

2004

C£000
	31 December

2003

C£000

	
	
	
	
	

	Assets
	
	
	
	

	Cash, treasury bills and placements with banks
	
	2 368 229
	
	2 132 259

	Advances and other accounts
	
	5 948 691
	
	5 460 279

	Debt securities and equity shares
	
	1 524 481
	
	1 101 571

	Property, equipment and intangible assets
	
	171 975
	
	178 649

	
	
	10 013 376
	
	8 872 758

	
	
	
	
	

	Life assurance business net assets attributable to 

policyholders
	
	192 813
	
	189 070

	
	
	
	
	

	Total assets
	
	10 206 189
	
	9 061 828

	
	
	
	
	

	Liabilities
	
	
	
	

	Deposits and other accounts
	
	8 953 528
	
	7 857 437

	Debt securities in issue
	
	146 833
	
	151 263

	
	
	9 100 361
	
	8 008 700

	
	
	
	
	

	Life assurance business liabilities to policyholders
	
	192 813
	
	189 070

	
	
	
	
	

	Subordinated loan stock 
	6
	364 835
	
	340 774

	
	
	
	
	

	Equity
	
	
	
	

	Share capital 
	7
	232 385
	
	232 385

	Reserves
	
	315 795
	
	290 899

	
	
	548 180
	
	523 284

	
	
	
	
	

	Total liabilities and equity
	
	10 206 189
	
	9 061 828

	
	
	
	
	

	Contingent liabilities and commitments
	
	
	
	

	
	
	
	
	

	Contingent liabilities 
	
	712 017
	
	689 832

	
	
	
	
	

	Commitments
	
	1 089 103
	
	1 015 169


S. A. Triantafyllides, Chairman
Chr. S. Pantzaris, Director and Chief Executive of Bank of Cyprus

E. Xenophontos, Director and Group Chief General Manager

Y. Kypri, Group General Manager Finance
Chr. Hadjimitsis, Group Financial Controller
BANK OF CYPRUS GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the nine months ended 30 September 2004

	
	
	Share capital

C£000
	
	Share premium

C£000
	
	Revaluation reserves

C£000
	
	Exchange adjustments

reserve

C£000
	
	Retained earnings

C£000
	
	Total equity 

C£000

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 January 2004
	
	232 385
	
	238 955
	
	54 140
	
	         (2 379)
	
	183
	
	523 284

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit after tax
	
	-
	
	-
	
	-
	
	-
	
	30 743
	
	30 743

	
	
	
	
	
	
	
	
	
	
	
	
	

	Revaluation of 

available-for-sale investments
	
	-
	
	-
	
	         (10 349)
	
	-
	
	-
	
	         (10 349)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Fair value change of financial instruments designated as cash flow hedges
	
	-
	
	-
	
	             1 702
	
	-
	
	-
	
	           1 702

	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer to the income statement of impairment loss of 

available-for-sale investments
	
	-
	
	-
	
	3 033
	
	-
	
	-
	
	           3 033

	
	
	
	
	
	
	
	
	
	
	
	
	

	Deferred tax
	
	-
	
	-
	
	322
	
	-
	
	-
	
	322

	
	
	
	
	
	
	
	
	
	
	
	
	

	Exchange adjustments
	
	-
	
	-
	
	-
	
	           (359)
	
	-
	
	              (359)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Increase in value of life assurance policies in force
	
	-
	
	-
	
	1 046
	
	-
	
	      (1 046)
	
	-

	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer to retained earnings of realised profit on disposal of  property
	
	-
	
	-
	
	             (929)
	
	-
	
	929
	
	-

	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer to the income statement

on redemption/sale of  

available-for-sale investments
	
	-
	
	-
	
	              (196)
	
	-
	
	-
	
	             (196)

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 30 September 2004
	
	232 385
	
	238 955
	
	48 769
	
	          (2 738)
	
	30 809
	
	        548 180

	
	
	
	
	
	
	
	
	
	
	
	
	


Nine months ended 30 September 2003

	
	
	Share capital

C£000
	
	Share premium

C£000
	
	Revaluation reserves

C£000
	
	Exchange adjustments

reserve

C£000
	
	Retained earnings

C£000
	
	Total equity 

C£000

	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 January 2003
	
	218 724
	
	218 464
	
	38 846
	
	         (2 005)
	
	31 991
	
	506 020

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit after tax
	
	-
	
	-
	
	-
	
	-
	
	9 794
	
	9 794

	
	
	
	
	
	
	
	
	
	
	
	
	

	Revaluation of 

available-for-sale investments
	
	-
	
	-
	
	          (6 145)
	
	-
	
	-
	
	           (6 145)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Fair value change of financial instruments designated as cash flow hedges
	
	-
	
	-
	
	               (895)
	
	-
	
	-
	
	              (895)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer to the income statement of impairment loss of

available-for-sale investments
	
	-
	
	-
	
	2 750
	
	-
	
	-
	
	2 750

	
	
	
	
	
	
	
	
	
	
	
	
	

	Deferred tax
	
	-
	
	-
	
	             (227)
	
	-
	
	-
	
	              (227)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Exchange adjustments
	
	-
	
	-
	
	-
	
	            (380)
	
	-
	
	              (380)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Conversion of loan stock into shares
	
	43
	
	64
	
	-
	
	-
	
	-
	
	107

	
	
	
	
	
	
	
	
	
	
	
	
	

	Increase in value of life assurance policies in force
	
	-
	
	-
	
	2 712
	
	-
	
	      (2 712)
	
	-

	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer to the income statement

on redemption/sale of  

available-for-sale investments
	
	-
	
	-
	
	            (1 270)
	
	-
	
	-
	
	           (1 270)

	
	
	
	
	
	
	
	
	
	
	
	
	

	At  30 September 2003
	
	218 767
	
	218 528
	
	35 771
	
	          (2 385)
	
	39 073
	
	      509 754

	
	
	
	
	
	
	
	
	
	
	
	
	


BANK OF CYPRUS GROUP

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

for the nine months ended 30 September 2004
	
	
	          Nine  months

           ended

           30 September

	
	
	2004

C£000
	
	 2003

C£000

	
	
	
	
	

	Cash flows from operating activities
	
	
	
	

	Profit before tax
	
	40 391
	
	15 237

	Provisions for bad and doubtful debts
	
	60 990
	
	53 631

	Depreciation and amortisation
	
	19 664
	
	17 460

	Income from investments and disposal of property, equipment and intangible assets less interest on subordinated loan stock
	
	     (21 275)
	
	     (23 557)

	
	
	99 770
	
	62 771

	
	
	
	
	

	Net increase in advances and other accounts
	
	   (431 203)
	
	   (349 299)

	Net increase in deposits and other accounts
	
	1 093 304
	
	329 359

	
	
	761 871
	
	42 831

	
	
	
	
	

	Tax paid
	
	     (15 036)
	
	       (5 507)

	Net cash flows from operating activities
	
	746 835
	
	37 324

	
	
	
	
	

	Net cash flows used in investing activities
	
	   (482 730)
	
	      (56 815)

	
	
	
	
	

	Net cash flows from financing activities
	
	18 314
	
	56 860

	
	
	
	
	

	Net increase in cash and cash equivalents 

for the nine month period
	
	282 419
	
	37 369

	
	
	
	
	

	Cash and cash equivalents
	
	
	
	

	At 1 January
	
	2 074 076
	
	1 642 802

	Exchange adjustments
	
	          (359)
	
	         (380)

	Net increase in cash and cash equivalents for

the nine month period
	
	282 419
	
	37 369

	At 30 September
	
	2 356 136
	
	1 679 791

	
	
	
	
	


BANK OF CYPRUS GROUP

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

The condensed interim consolidated financial statements include the financial statements of Bank of Cyprus Public Company Limited (the “Company”) and all its subsidiaries and jointly controlled companies, which together are referred to as the “Group”, and were authorised for issue in accordance with a resolution of the Board of Directors on 9 November 2004.

The financial statements are expressed in Cyprus pounds (C£).

1.
Unaudited Financial Statements

The Condensed Interim Consolidated Financial Statements for the nine months ended 30 September 2004 have not been audited by the Group’s external auditors.

2.
Accounting policies

The financial statements of the Group are drawn up in accordance with International Financial Reporting Standards (IFRS), including International Accounting Standard No. 34 “Interim Financial Reporting”.


The condensed interim consolidated financial statements should be read in conjunction with the audited consolidated financial statements for the year ended 31 December 2003. 


The accounting policies that have been followed for the preparation of the condensed interim consolidated financial statements for the nine month period were the same as those followed in the preparation of the annual financial statements for the year 2003.  It should be noted that, as of 1 January 2004 the Central Bank of Cyprus implemented stricter regulations regarding the suspension of income.  According to the new regulations, income is suspended on all loans and advances which are not fully secured and are more than six months in arrears.  During 2003, income was suspended on all loans and advances which were not fully secured and were more than nine months in arrears.

3.
Segmental analysis


The Group has three principal areas of activity: banking and financial services, life and general insurance business and property and hotel business.  


The Group’s business is mainly conducted in three geographical areas: (a) Cyprus, (b) Greece, and 


(c) other countries, mainly the United Kingdom and Australia.  

BANK OF CYPRUS GROUP

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

3.
Segmental analysis (continued)

The analysis is presented for the areas of activity.

	
	Banking and 

financial services
	
	Insurance 

business
	
	Property and

hotel business
	
	Total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Nine months

ended

30 September
	
	Nine months

ended

30 September
	
	Nine months

ended

30 September
	
	Nine months

ended

30 September

	
	2004

C£000
	
	2003

C£000
	
	2004

C£000
	
	2003

C£000
	
	2004

C£000
	
	2003

C£000
	
	2004

C£000
	
	2003

C£000

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Turnover
	452 237
	
	388 799
	
	45 832
	
	42 991
	
	3 951
	
	2 794
	
	502 020
	
	434 584

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit

before tax
	32 372
	
	8 955
	
	6 579
	
	5 365
	
	1 440
	
	917
	
	40 391
	
	15 237


4.
Earnings per share
	
	
	       Nine  months

      ended 

        30 September

	
	
	2004
	
	2003

	
	
	
	
	

	Earnings per share
	
	
	
	

	
	
	
	
	

	Profit after tax (C£ thousand)
	
	30 743
	
	9 794

	
	
	
	
	

	Weighted average number of shares in issue during 

the period (thousand)
	
	464 771
	
	438 128

	
	
	
	
	

	Earnings per share (cents)
	
	6,6
	
	2,2

	
	
	
	
	

	Fully diluted earnings per share
	
	
	
	

	
	
	
	
	

	Fully diluted earnings (C£ thousand)
	
	30 743
	
	9 794

	
	
	
	
	

	Weighted average number of shares adjusted for the 

exercise of share warrants (thousand)
	
	464 771
	
	439 958

	
	
	
	
	

	Fully diluted earnings per share (cents)
	
	6,6
	
	2,2

	
	
	
	
	


The weighted average number of shares in issue during the period ended 30 September 2003 has been adjusted to reflect the bonus element resulting from the exercise of the Share Warrants during the month of October 2003.

At 30 September 2004 there were no potentially dilutive ordinary shares.

BANK OF CYPRUS GROUP

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

5.
The total capital expenditure of the Group for the period from 1 January 2004 to 30 September 2004 amounted to C£12 126 thousand.

6. Subordinated loan stock
	
	30 September
2004

C£000
	31 December
2003

C£000

	
	
	
	

	Step-up floating rate subordinated bonds in Euro, 2006/2011
	157 984
	
	160 816

	Floating rate subordinated bonds in Euro, 2008/2013
	114 078
	
	114 958

	Capital Securities Series A
	62 781
	
	65 000

	Capital Securities Series B
	29 992
	
	-

	
	364 835
	
	340 774


All of the above were issued by Bank of Cyprus Public Company Limited.  The subordinated loan stock is not secured and the rights and claims of loan stock holders are subordinated to the claims of depositors and other creditors of the Company, but have priority over the shareholders of the Company.

On 20 June 2001 the Company issued €275 million Step-up floating rate bonds 2006/2011 in Euro, maturing on 20 June 2011.  The Company has the option to redeem the bonds in whole on or at any date after 20 June 2006.  The interest rate is 1,20% above the three-month Euribor up to 20 June 2006 and will increase to 2,40% thereafter.  The bonds are listed on the Luxembourg Stock Exchange.

During 2003, Bank of Cyprus Public Company Limited has established a Euro Medium Term Note (ΕΜΤΝ) Programme, with an aggregate nominal amount up to  €750 million.


Under the ΕΜΤΝ Programme, the Company issued  €200 million bonds in Euro.  The bonds are step-up floating rate notes and mature in October 2013.  The Company has the option to call them during or after October 2008.  The interest rate was set at 1,00% above the three-month Euribor and the issue price at 99,766%.  If the bonds are not called in October 2008, the interest rate will increase by 1,20%.  The bonds have been listed on the Luxembourg Stock Exchange. On 30 September 2004 bonds outstanding amounted to €199 million as €1 million bonds were held by the Company.

Capital Securities Series A and Series B were issued in Cyprus pounds, on 20 February 2003 and 22 March 2004 respectively. Capital Securities Series A and Series B rank as Tier 1 capital and have no maturity date. However, they may be redeemed in whole at the option of the Company, subject to the prior consent of the Central Bank of Cyprus, at their principal amount together with any outstanding interest payments, five years after their issue date or on any interest payment date thereafter.  Capital Securities Series A and Series B bear floating interest rate, which is revised every three months.  The interest rate is equal to the base rate of the Company at the beginning of each three month period plus 1,00%.  Interest is payable quarterly.

On 30 September 2004 Capital Securities Series A amounted to C£62,8 million as C£2,2 million were held by the Company.

BANK OF CYPRUS GROUP

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

7.
Share capital
	
	
	
	
	
	
	
	
	

	
	
	30 September 2004
	
	31 December 2003

	
	
	Shares

(thousand)
	
	C£000
	
	Shares

(thousand)
	
	C£000

	Authorised
	
	
	
	
	
	
	
	

	Shares of 50 cents each
	
	600 000
	
	300 000
	
	600 000
	
	300 000

	
	
	
	
	
	
	
	
	

	Issued and fully paid
	
	
	
	
	
	
	
	

	At 1 January
	
	464 771
	
	232 385
	
	437 449
	
	218 724

	Conversion of convertible 

loan stock
	
	-
	
	-
	
	1 466
	
	733

	Exercise of Share Warrants
	
	-
	
	-
	
	25 856
	
	12 928

	At 30 September 2004 / 

31 December 2003
	
	464 771
	
	232 385
	
	464 771
	
	232 385


8. 
Number of personnel
The number of persons employed by the Group as at 30 September 2004 was 5 849   (31 December  2003:  5 703).  

9. Other information

i) There are no fixed charges in favour of third parties over the Group’s fixed assets as at 30 September 2004.

ii)
There are no significant pending litigation, claims or assessments against the Group, the outcome of which would have a material effect on the Group’s financial position and operations.


iii)
The pending proceedings before the Committee for the Protection of Competition against three commercial banks, including the Bank of Cyprus Public Company Limited, were concluded with the relevant ruling of the Committee for the Protection of Competition, by which a total fine was charged to the three commercial banks.  The fine for the Bank of Cyprus is C£2 475 thousand.

iv)
On 19 May 2004, an Extraordinary General Meeting was held which approved the change of the Company’s name from “Bank of Cyprus Limited” to “Bank of Cyprus Public Company Limited”.

v)
On 12 August 2004, Bank of Cyprus Public Company Limited announced that it has received a Letter of Intent from third parties for the acquisition of the share capital of Universal Life Insurance Company Ltd that is presently held by Bank of Cyprus.



In the meantime, a procedure has been agreed for the valuation of the shares to be purchased, and the prospective buyers will submit a final offer, the terms of which will be examined by the Group in order to reach its final decision as to whether to accept the offer.

BANK OF CYPRUS GROUP

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

10. Post balance sheet events

i)
Οn 7 October 2004 the High Court in London, England ordered the transfer of the business of the Group’s subsidiary company, Bank of Cyprus (London) Limited (“BCL”), to the Branch of Bank of Cyprus in the UK with effect from 1st November 2004.  This order was made on the application of Bank of Cyprus Public Company Limited following its decision taken in February 2003 to seek the transfer of business.

Merging the activities of the two banking units will not affect the level of customer service, but is expected to benefit the Group by releasing additional regulatory capital and improving operational efficiency through cost savings.

At its meeting held on 14 October 2004, the Board of Directors of Bank of Cyprus approved the operation of the combined UK business under the name Bank of Cyprus UK.

ii)
On 3 November 2004 Bank of Cyprus Group has signed a Memorandum of Understanding with third parties for the possible disposal of the shares or assets of its subsidiary companies, Kermia Ltd and Kermia Properties & Investments Ltd.

According to the terms of the Memorandum, Kermia Hotels Ltd, a subsidiary of Kermia Ltd, will not form part of the possible transaction.

The Group and the third parties have agreed in principle the procedure to be followed in order to reach a final agreement.
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