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1. General Information

1.1 Introduction

Piraeus Bank S.A. (hereinafter “the Bank”) is a banking institute operating in accordance with the provisions of
Law 2190/1920 on societés anonymes, Law 3601/2007 on credit institutions, and other relevant laws.
According to article 2 of its Statute, the scope of the company is to execute, on its behalf or on behalf of third

parties, any and every operation acknowledged or delegated by law to banks.

Piraeus Bank (parent company) is incorporated and domiciled in Greece. The address of its registered office is 4
Amerikis st., Athens. Piraeus Bank and its subsidiaries (hereinafter “the Group”) provide services in the
Southeastern Europe, Egypt, as well as United Kingdom. In the end of July 2012, the Group acquired the ‘good’
part of ATEbank (selected assets and liabilities, hereinafter ATEbank), while in October 2012 the Group signed
an agreement with Societe Generale (SocGen) for the acquisition of SocGen’s total stake (99.08%) in Geniki

Bank. The agreement was finalized with the reception of all the required approvals on 14.12.2012.

Piraeus Bank leads a group of companies covering all financial and banking activities in the Greek market, while
it possesses particular know-how in the areas of medium-sized and small enterprises and in consumer and
mortgage credit banking. In addition to traditional banking operations, the Group leads in electronic banking

and green banking, foreseeing the dynamic growth potential of these sectors in the near term.

The main objectives of Piraeus Group's policy in the mid-term are: to safeguard liquidity, capital adequacy,

asset quality and achieve high efficiency by containing operating costs.
1.2 Piraeus Bank Group’s Regulatory Framework (Basel I1)

Piraeus Group implements the regulatory capital adequacy framework (Basel Il) since January 2008, in
accordance with the Greek Law 3601/2007 regarding the “undertaking and execution of operations by the

financial institutions, the adequacy of own funds of financial and investment institutions and other provisions.”

The Group fully complies with the three Pillars of the Regulatory Framework and the corresponding Bank of

Greece Governor’s Acts, as described below:

. According to Pillar I, all regulatory reports, as defined by the Bank of Greece’s Acts 2588/20.8.2007,
2590/20.8.2007, 2594/20.8.2007, 2630/29.10.2010, 2645/9.9.2011, 2646/9.9.2011, 2651/20.01.2012 and
their consequent modifications 2631/29.10.2010, 2634/29.10.2010, 2661/3.7.2012, are submitted for the
calculation of the minimum required capital charges. For capital adequacy purposes (Pillar 1) the Group

applies:

e
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- The Standardised Method for the calculation of the capital charges in credit risk exposures,

- the Mark to Market Method for the calculation of the capital charges in counterparty credit risk
exposures,

- the Standardised Method for the calculation of the capital charges in market risk exposures and

- the Standardised Method for the calculation of the capital charges in operational risk exposures.

. According to Pillar Il and the Bank of Greece Governor’s Act 2595/20.8.2007, the adequacy of the Internal

Capital through the Evaluation Procedure of the Internal Capital Adequacy is calculated.

. According to Pillar Ill and the Bank of Greece Governor’s Act 2655/16.03.2012 “Technical criteria
regarding transparency and disclosure of information required for regulatory supervision purposes by the
financial institutions”, the Group discloses information on regulatory requirements on a yearly and

consolidated basis.

1.3 Compliance with the requirements of the Governor’s Act 2655/16.3.2012

This report, referring to the Group’s data for 31.12.2012, is available on the Bank’s official website at:

http://www.piraeusbankgroup.com/el/investors/corporate-governance/risk-management/

The information included in this report (Pillar 1ll) intends to comply with the requirements set by the existing
legislation and explain the calculation framework, the technical criteria and the juxtaposition of capital
adequacy figures, according to the regulatory framework Basel Il, as well as the depiction of the overall risk
management framework of Piraeus Group. For this reason, the report does not constitute either a form of
financial statement or an evaluation of the future financial situation or business expectation for Piraeus Group.
However, any differentiations between capital adequacy figures and those presented in 31.12.2012

Consolidated Financial Statements are sufficiently reasoned.

Recognizing the rising complexity of contemporary financial transactions, as well as the need to inform
investors more thoroughly of the risks that the Group undertakes and manages, the Group formed and

adopted an internal “Policy for the Compliance with the Bank of Greece Act 2655/16.3.2012” aiming to:

. assure prompt disclosure and compliance with Pillar Ill requirements,

. provide an accurate view of the risk and capital management framework and policies and remuneration
policy of the Bank and its subsidiaries,

. align with the technical criteria of the Bank of Greece Act 2655/16.03.2012,

. adopt best practices for regulatory disclosures.

. —
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The above-mentioned Policy sets the principles embedded in the Pillar Il regulatory disclosures, describes the
roles and responsibilities of the business units and the Board that participate in the procedure for forming and
validating the regulatory disclosures, reports the minimum information required, and defines the means and
the frequency of the disclosures. The regulatory information and its sources are under regular audits from the

Group’s Internal Audit. This Policy is an integral part of the Group’s broader risk management framework.

Based on this Policy, the Group publishes the report (Pillar 1ll) via its website, on a yearly consolidated basis,
along with end of year financial results. Additionally, the Group assesses the necessity to publish information
more frequently, when it is considered essential, and in cases of significant financial developments or/and

changes in the risk context and its capital adequacy.

1.4 Accounting and Regulatory Consolidation

Accounting Consolidation

The Accounting Consolidation of Piraeus Group is conducted in accordance with the International Financial
Reporting Standards (IFRS). The Consolidated Financial Statements consist of Piraeus Bank as well as its
Subsidiaries and Associate Companies. The subsidiaries are consolidated using the full consolidation method,

while the associates are consolidated using the equity method.

. Subsidiaries: Companies directly controlled by the Bank or indirectly through other subsidiaries, holding
more than 50% of the voting rights. Control also exists when the Bank owns half or less of the voting
rights of a company and when the following are in force:

i. the right of control is more than half of the voting rights, under an agreement with other investors,

ii. the right to direct the financial and operating policies of the other company under a statutory or
contractual term,

iii. the right to appoint or remove the majority of the Board of Directors or any equivalent governing body
that runs the company or

iv. the right of influence of the majority of the members at the Board of Directors meetings or equivalent

governing body that runs the company.

In order to determine whether the Group exercises control over a company, the potential voting rights, which
are immediately exercisable or convertible, and their influence is also taken into consideration. The full
consolidation method is used starting from the day when control is undertaken and until the day the Group

does not exercise control over them.

. Associates: Companies over which the Group exercises significant influence in line with 1.A.S. 28, but does

not have control. In general, significant influence occurs when the Group holds between 20% and 50% of

—
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the voting rights. The existence and effect of potential voting rights that are immediately exercisable or
convertible is taken into account in the evaluation process of the exercise of significant influence over the

Group.

Regulatory Consolidation

The Group’s Regulatory Consolidation for regulatory reporting to the Bank of Greece does not differ from the

accounting consolidation.

. The proportional consolidation method is not used in any of the Group’s companies, neither regulatory
wise, nor accounting wise.

. The associate insurance company «European Reliance General Insurance SA» is subtracted from the
Group’s Own Funds.

. There are no other companies that are neither consolidated and nor deducted from Own Funds.

In Appendix |, a detailed list of the Group’s subsidiaries and associate companies that are included in the
regulatory/accounting consolidation is presented, along with a concise description of their activity, their

country of incorporation and the participation percentage.

Under the present conditions, there is no material, practical or legal impediment to the transfer of funds or to
the repayment of liabilities by the parent company to the subsidiaries of the Group. Repayment of liabilities
and subordinated loans granted by the Bank to subsidiaries abroad are subject to the legal provisions and
supervisory regulations in power, as imposed by the local Authorities. The Supervisory Authorities’ approval is a

prerequisite in cases of early repayment of subordinated loans.

2. Own Funds

2.1 Structure of own funds

Regulatory capital, as defined by the Bank of Greece’s Act 2630/29.10.2010, is comprised of: Tier | and Tier Il
Capital.

Tier | Capital includes:

- Core Tier | Capital:

. Shareholders’ equity (common shares) and plus share premium,
. Reserves and the value adjustments of the balance sheet items,
. Retained profit or loss and minority interests,

. Advance provided by the Hellenic Financial Stability Fund.

. e
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The following are deducted from the above:

. Own shares,

L] Participations,

. Positive revaluation adjustments of available for sale shares,

. Revaluation adjustments of available for sale bond instruments,

. One-off payment of the capital enhancement as defined by the law 4093/12.

- Supplementary Tier | Capital, hybrid securities issued by the Bank or any of its Subsidiaries and preference

shares.

Comprehensive information on hybrid capital:

In 31.12.2012 Hybrid Capital amounted to €810 mio, posing no incentive for acquisition, while it incorporates
the Greek Government preference shares under the Law 3723/2008 "for the liquidity enhancement of the
Greek economy and the mitigation of the consequences of the international financial crisis", amounting to

€750 mio..

According to Law 4093/12.11.2012, credit institutions that received capital support, as provisioned by Law
3723/2008, are obliged to pay to the Greek State a one-off amount of €555.6 mio, of which circa €98.5 mio
after taxes are attributed to Piraeus Bank Group. This amount, which has already been paid, did not charge the
financial results of the year, and it will be netted with the implementation of the prospective share capital

increase.
Deductions from Tier | Capital, as described in the Governor’s Act 2630 are the following:
. intangible fixed assets

. goodwill

Tier Il Capital includes subordinated loans with fixed-term cumulative dividend right.
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Table 1: Regulatory Own Funds Structure (€ ‘000s)

Tier | Capital 31.12.2012

Shareholder’s equity (common shares) 342,998
Shareholder’s equity (preference shares) 750,000
Share premium 2,953,356
HFSF advance 6,844,711
One-off payment (Law 4093/12) -98,445
Less: own shares -36
Available for sale reserve 51,252
Legal reserve and other reserves -6,032,297
Retained earnings -509,242
Minority Interest 128,463
Hybrid capital 59,916
Less: intangible assets -410,644
Total regulatory adjustments on Tier | capital -63,163
Total | Capital 4,016,869
Subordinated debt 198,169
Total regulatory adjustments on Tier Il capital -9,404
Total Tier Il Capital 188,765

Total Regulatory Capital 4,205,634

Elements deducted at 50% from Tier | and at 50% from Tier Il as of 31.12.2012 are presented below:

Table 2 (€ ‘000s)

Participations in insurance and reinsurance

Elements Deducted from Own Funds

companies
of which:
Deducted from Tier | Capital 9,404
Deducted from Tier Il Capital 9,404

Financial developments and impact on capital structure

In the context of recapitalisation of the Greek banks, in the first quarter of 2012 the Bank of Greece requested
and received detailed Business Plans for the period 2012-2015, as well as Restructuring Plans. Based on these
plans, which include the PSI impact, as well as the diagnostic assessment carried out by BlackRock Solutions on
the local loan portfolio, the four largest Greek banks, including Piraeus Bank, were judged to be viable by the

Bank of Greece, hence, their capital needs were then defined.

|||_ - - S T 7
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According to the recapitalisation plan, Piraeus Bank Group secured from the Hellenic Financial Stability Fund
€7.9 bn. (€7.3 bn. plus €0.6 bn. for ATEbank) for its participation in the capital enhancement program of

Piraeus Bank. More specifically:

. On 28.05.2012, the HFSF provided to the Bank a capital advance of €4.7 bn..

. On 21.12.2012, the HFSF provided Piraeus Bank with an additional Capital Advance of €1.5 bn., as well as
a Commitment Letter of €1.7 bn., of which €570 mio. regard ATEbank’s capital requirements, as
determined by the Bank of Greece. From the Commitment Letter (€1,7 bn.) the amount of €0.6 bn. was

included in the regulatory capital as of 31.12.2012.

The recapitalisation of the systemic Greek Banks, including Piraeus Bank, is expected to be implemented in
three phases based on law 3864/2010 and Cabinet Act 38/9.11.12: the 1st phase referred to the provision of an
additional advance payment by the HFSF to the Banks, by the end of 2012, allowing the Core Tier | ratio to
reach a minimum of 9%. The 2nd phase relates to the issuance of contingent convertible bonds, which will be
entirely covered by the HFSF. Finally, the 3rd phase refers to the completion of the share capital increase with

common shares, in which any unsubscribed shares will be undertaken by the HFSF.

Securing a strong capital base is one of Piraeus Bank Group’s main strategic objectives. In the context of the
recapitalisation of the Greek banking system, and so that the Group can be in the position to respond of the

growth requirements of the Greek economy, it proceeded with the following business actions:

. It disposed of its participation (98.5%) in Marathon Bank of New York at the end of September 2012,
strengthening its capital adequacy ratio by circa 20 bps,

. In March 2012, Piraeus Bank announced a Tender Offer to purchase existing securities for cash. This
Tender Offer referred to subordinated (€330 mio.) and hybrid (€159 mio.) securities of €489 mio. On 12
March 2012, Piraeus Bank announced that it accepted offers of €144 mio., out of which €60 mio.

subordinated securities and €84 mio. hybrid securities.
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2.2 Capital Adequacy

2.2.1 Capital Requirements — Standardised Approach

The Bank of Greece requires from each Financial Institution a minimum level of regulatory capital according to

the level of the undertaken risks.

The Capital Adequacy Ratio, according to the Standardised Approach, is defined as the ratio of Regulatory

Capital over Risk Weighted on and off balance sheet Assets. Based to the new legislative and regulatory

framework, total capital adequacy ratio should be at least 8%. It should be noted that, according to the Bank of

Greece and in view of the recapitalisation of the Greek banking system, the minimum levels of capital adequacy

ratios are expected to be re-defined within 2013.

Recognising the importance of maintaining the strong capital base of the Piraeus Bank Group, capital adequacy

is monitored at regular intervals by the responsible bodies of the Bank and is submitted quarterly to the

supervisory authority, the Bank of Greece.

The main objectives of the Group regarding the management of capital adequacy are summarized below:

. Comply with regulatory requirements against undertaken risks according to the regulatory framework.

. Sustain Piraeus Group’s ability to continue its activities unhindered.

. Retain a sound capital base to support the Group’s business plan.

The Group’s capital adequacy ratios and capital charges for credit, market and operational risk as of 31.12.2012

are presented below:

10
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Table 3: Capital Requirements for Credit, Market and Operational Risk" (€ ‘000s)

Credit Risk Capital Charges 3,192,074
Central Governments/Central Banks 38,086
Regional Governments, Local Authorities and Public Sector Entities 3,540
Administrative bodies and non-profit organisations 17,000
Financial Institutions 75,265
Multilateral Development Banks 0
International Organisations 0
Corporate exposures 1,053,277
Retail exposures 380,314
Exposures covered with real estate 450,681
Covered Bond 0
UCITS 5,288
Short-term exposures 2
High Risk exposures 181,794
Stocks and Participations 373,650
Past Due exposures2 613,178

Market Risk Capital Charges 64,855
Position Risk 9,518
Counterparty and Settlement Risk 13,994
FX Risk 41,342

Operational Risk Capital Charges 197,107

Table 4: Group Capital Adequacy Ratios

Piraeus Bank Capital Adequacy Ratios 31.12.12

Tier | Capital Adequacy Ratio 9,3%

Total Capital Adequacy Ratio 9,7%

Taking into account the HFSF's commitment letter for the additional capital advance of €1.08 bn regarding the
Group’s capital needs, as defined by the Bank of Greece, the Total Capital Adequacy Ratio reaches 12,2% (pro-

forma) and Tier | Capital Adequacy Ratio 11,8%.

! The terms and definitions of exposure and capital differ between IFRS and the regulatory, capital adequacy framework.
?past Due claims based on IFRS differ from past due exposures based on the Bank of Greece Governor’s Act 2588/20.8.2007.

s
. —
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2.2.2 Internal Capital Adequacy Assessment Process

Piraeus Group is conducting an Internal Capital Adequacy Assessment Process (ICAAP). This procedure involves
the identification and assessment of the Group’s undertaken and potential risks in order to determine the level
of capital requirements regarding the Group’s risk profile. The existence of sufficient financial resources

(capital) against essential undertaken risks is thus ensured.

The calculation of capital requirements under this specific process is based on the methodology defined by the

Regulator, but goes further in two main components:

. The internally calculated capital requirements correspond to the most important risks undertaken by the
Group, also including those not covered or not sufficiently assessed in Pillar I.

. Moreover, alternative methodologies are used in order to calculate Pillar | risks compared with those
applied for relative capital requirements’ calculation, such as the Value at Risk (VaR) method for market

risk, based on the Group’s internal models and sensitivity analysis of interest rate exposures.

Besides, the approach employed for the estimation of internal capital for operational risk has been developed
in order to utilize the main elements of the Group Operational Risk Management Framework and has adopted
well-established quantification techniques and methodologies geared to the Advanced Measurement

Approaches. In summary:

. The required internal capital is estimated as Value at Risk (VaR) through simulation and combination use
of loss distributions derived from internal actual loss data, Risk and Controls Self Assessment (RCSA) data
and operational risk extreme scenario analysis data.

. Additionally, the Group holds several insurance policies of significant size providing coverage against
losses in all loss type categories. The mitigating impact of insurance coverage is recognized in the final

calculations of required internal capital.

For the internal capital requirements’ calculation, the existing capabilities for risk measurement in the form of
capital requirements are taken into consideration, as well as the assessment of the risk management

framework at Group level for every risk and for all Group subsidiaries according to the level of importance.

The adequacy and effectiveness of the risk management framework directly affects capital requirements via for

example, the adoption of more conservative estimations, where further improvement is required.
The Group aims to continuously improve the management of material risks and not only to retain sufficient

capital. Advancements are realized on a regular basis, where necessary, according to the Group’s risk

management strategic planning.

—
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The assessment of undertaken risks and consequently the internal capital requirements do not concern only
ongoing operations, but also the Group’s future activities. Thus, scenarios and analyses are performed,
including stress testing. The scenarios cover both expected and unfavourable conditions in the economy and
behaviour of risk parameters. In general, the Management determines the size and type of risks that the Group

wishes to undertake, taking into consideration its risk strategy as defined by the Board of Directors.

3. Risk Management Framework

Risk Management attracts the special attention and constant care of the Management, as it is considered to be
one of the Group’s essential activities. The Management, aiming at maintaining the stability and continuity of
its operations, places high priority on the goal of implementing and continuously improving an effective risk

management framework to minimize potential negative effects on the Group’s financial results.

The Bank’s Board of Directors has full responsibility for the development and supervision of the risk
management framework. In order to coordinate and timely address all risks, a Risk Management Committee
has been established by the Board, responsible for the implementation and supervision of the financial risk
management policy and principles. The Board Risk Management Committee convenes at least on a quarterly
basis and reports to the Board of Directors on its activities. It is noted that during 2012 the Board Risk

Management Committee held 7 meetings.

The Group re-examines the adequacy and effectiveness of the risk management framework annually in order
to ensure that it keeps up with market dynamics, changes in the banking products offered, and international
best practices. In Piraeus Bank Group, the Group Risk Management Division is entrusted with the executive
responsibility for the planning and implementation of the risk management framework, according to the
guidelines provided by the Board Risk Management Committee. Group Risk Management Division consists of
Group Credit Risk, Capital Management and Market Risk & Operational Risk Management. Its activities are
supervised by Group Internal Audit, which evaluates the effectiveness and efficiency of the risk management

procedures applied.

The Group Compliance Policy complies with the requirements set by the existing legislation and regulatory
framework. The Board of Directors approves and is responsible for the Group’s compliance with the existing
legislation, internal rules and corporate governance principles. The Group has established proper policies and
procedures which ensure that the risk of suffering financial losses, legal or regulatory sanctions, or reputational

damage due to inadequate or non-existing compliance, is efficiently managed.

The Group systematically monitors the below-mentioned material risks resulting from its activities: credit risk,

market risk, liquidity risk, and operational risk.

. —
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3.1 Credit Risk

3.1.1 Credit Risk Management Framework

The Group’s banking activity and its profits are closely related to the undertaken credit risk. Credit risk is the
risk of financial loss for the Group that results when the counterparties are in no position to fulfill their
contractual/ transactional obligations. Credit risk is considered the most important source of risk and for this
reason, its efficient monitoring and management constitutes a top priority for the Management. The Group’s
overall exposure to credit risk mainly results from approved credit limits and financing of corporate and retail
lending portfolio, from the Group’s investment and transaction activities, trading activities in the derivative
markets, as well as from placements in debt instruments and the settlement of transactions. The level of risk
associated with any credit exposure depends on various factors, including the prevailing economic and market
conditions, the debtors’ financial condition, the amount, type and duration of the exposure, as well as the

presence of any collateral/security.
The principles of credit risk management are set out in the consolidated Credit Policy, which ensures effective
and uniform credit risk monitoring and control. Piraeus Bank Group applies a uniform policy and practice with

respect to the credit assessment, approval, renewal and monitoring procedures.

3.1.2 Credit Risk Measurement and Reporting System

Reliable credit risk measurement is of top priority within the Group’s risk management framework. The
continuous development of infrastructure, systems, and methodologies aimed at quantifying and evaluating
credit risk is an essential precondition in order to timely and efficiently support the management and the
business units in relation to decision making, policy formulation and the fulfillment of supervisory

requirements.

3.1.2.1 Credit Risk Measurement of Loans and Advances

For credit risk measurement purposes involved in the Group’s loans and advances at the counterparty level,

three credit risk measurement parameters, which are incorporated into the Group’s day to day operations, are

used:

. the customer’s creditworthiness and the probability of defaulting on their contractual obligations is
systematically assessed,

. the Group’s exposure to credit risk is monitored and

. in the event of the debtor defaulting on its obligations, the Group’s potential recovery rate is estimated,

based on existing collateral and security - guarantees provided.

—
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(i) Systematic_evaluation of the customers’ creditworthiness and assessment of the probability of

defaulting on their contractual obligations

The Group assesses the creditworthiness of its borrowers and estimates the probability of defaulting on their
obligations by applying credit rating models appropriate for their special characteristics and features. These
models have been developed internally and combine financial and statistical analysis together with the expert
advice of responsible officers. Whenever possible, these models are tested by benchmarking them against

externally available information.

According to the Group’s policy, each borrower is rated when their credit limit is initially determined and
thereafter, they are systematically re-rated on at least an annual basis. The ratings are also updated in cases
when there is updated available information that may have a significant impact on the level of credit risk. The
Group regularly tests the predictive capability of the creditworthiness evaluation and rating models used both
for Corporate and Retail Credit, thus ensuring its potential of accurately depicting any credit risk and allowing

for the timely implementation of measures addressing potential problems.

(ia) Corporate Credit

All Corporate Credit customers are assigned to credit rating grades, which correspond to different levels of
credit risk and relate to different default probabilities. Each rating grade is associated with a specific customer

relationship policy.

Each rank of the credit rating scale corresponds to a specific policy of the bank as far as the relationship with
the business borrowers is concerned and is presented in the relevant chapter of the Credit Policy and Practice
Manual. The rating scale for business borrowers consists of 23 rating grades from which 19 grades correspond
to borrowers that have not defaulted on their contractual obligations, 1 grade corresponds to high risk non
defaulted borrowers (special mention), 1 grade to distressed restructured business borrowers and 2 grades

correspond to borrowers that have defaulted on their contractual obligations to the bank.

The following table (5) presents the bank’s policy mapped to each rating scale:

RATING CREDIT WORTHINESS POLICY

1

2 . .
3 Excellent Develop relationship
4

5

6 Very Strong Develop relationship
7

. —
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POLICY

RATING CREDIT WORTHINESS
8
9 Strong Develop relationship
10
1 Develop relationship
Good in accordance to business growth
12
Develop relationship taking collateral /security
13 Satisfactory or
Maintain relationship
Carefully develop relationship taking adequate collateral
it
14 Adequate /security
Or
Maintain relationship taking adequate collateral/ security
Develop relationship taking strong collateral /security
Or
15 Marginal Maintain relationship taking adequate collateral/ security
Or
Limit relationship
Maintain relationship taking strong collateral /security
16 Weak Or
Limit relationship
Probable classification/downgrading
Or
17 Very Weak Reduce relationship taking strong collateral/security
Or
Terminate relationship
Probable classification/downgrading
18 Poor Or
Terminate relationship
Probable classification/downgrading
19 Very Poor Or
Terminate relationship
Probable restructuring of debt. Obtain additional strong
collateral/security.
20 Special Mention Or
Terminate relationship,
Sytematic monitoring of developments

B
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RATING CREDIT WORTHINESS POLICY

Systematic monitoring for compliance with the terms of

21 Distressed Restructurin
& the restructured debt obligation, including servicing

Collection or restructuring of debt obligation with use of
22 Substandard business or judicial actions. Systematic monitoring of
developments

Collection of receivables mainly through judicial actions.

23 Doubtful/Loss . .
Systematic monitoring of developments

The bank uses five (5) distinct credit rating models according to the type of operations and the size of the

enterprise. More specifically:

1. Corporate customers that keep “C” category accounting books and have a turnover > €2.5 million are
rated using the MRA Corporate model.

2. Corporate customers that keep “C” category accounting books and have a turnover up to €2.5 million
are rated using the MRA SME model.

3. Corporate customers that belong to special categories (e.g. newly established businesses with
inadequate financials, syndicated loans, insurance companies, natural persons, not sole proprietors
not included in the consumer credit portfolio) are rated using the expert judgment model “Manual
Rating”.

4, In accordance to the mandates of the new banking supervisory framework (Basel Il), a separate credit
rating model has been developed (based on slotting criteria) and is applied for specialized lending,
which concerns the shipping portfolio (object finance). This model is currently under optimization.

5. For rating small to medium-sized enterprises, an internally developed rating model is applied (B

model).

More specifically, since 2005 the Moody’s Risk Advisor borrower credit rating system for large and medium-
sized enterprises is also applied to Piraeus Bank Group’s subsidiaries in Greece. During 2006 it was also

launched to all foreign subsidiary banks of the Group.

As part of efforts to continuously improve its credit rating systems, the Group has optimised the existing
Moody’s Risk Advisor (MRA) borrower credit rating model for all Bank corporate customers that keep “C”
category accounting books and have a turnover > €2.5 mio., and has introduced a new credit rating model for
all Bank corporate customers having “C” category accounting books and turnover <= €2.5 mio. From April 2012,

both models are available through the new web-based platform that is more easily accessible and manageable.

B
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The basic key components of the MRA borrower rating are the following for both models: a) the financial
assessment segment (through which the company’s operations, liquidity, debt coverage and capital structure
are being evaluated through the use of financial indicators) and b) the business analysis segment (that
evaluates the company standing, management quality and industry risk). More specifically, all financial
indicators are thoroughly reviewed and examined in many ways, such as: absolute figures, trend and volatility
wise and in relation to their peers. Additionally, the models provide the opportunity for performing extra
controls through the use of “Alerts” that appear once the system traces inconsistencies between the financial

data inputs and the selected quantitative attributes.

The financial indicators, the weights and the subjective questions that have been selected and incorporated in
the two new MRA Models, are considered to be the most appropriate for the specific customer categories of
the Banks’ business portfolio and have led to increasing levels of predictive capability for the undertaken credit
risk. Note that for the above two models, validation exercises are conducted on a semi-annual basis by the

responsible Group Credit Risk Division.

Finally, the internally developed rating model for small to medium-sized enterprises (B Model) is under
optimization, since its discriminatory power was considered inadequate. The proposed process includes the
combination of the existing internally developed rating system and models for the evaluation of customers’
transactional behaviour (behaviour scoring) already implemented in the underwriting process. The
development of these new models for new and existing small business borrowers, once completed, is expected

to enhance the existing procedure with additional quantitative and transactional elements.

(ib) Retail Credit

As far as retail credit is concerned, the Group, focusing on the application of modern credit risk measurement
methods, evaluates applicants using application scoring models, while it has implemented models for the
evaluation of existing customers’ transactional behaviour (behaviour scoring) for each product but also at the

borrower level (Behaviour models have already been implemented at the Bank level).

Additionally, during the approval process, Credit Bureau Scoring Models are used (Tiressias Scoring Models).
These models take into account the exposures of the applicants in the Greek Market. The usage of Bureau
Scoring Models improves the efficiency of the existing application and behaviour scoring models. All the

models that are used by the Bank are validated every six months (at minimum).

The results of the internal scoring models constitute the main source of information that feed the Basel Il
Models (Probability of Default Models, PD — Loss Given Default Models, LGD) that are used in the Retail
Portfolio of Piraeus Bank. Basel Il models are examined in detail every six months (at minimum) in order to

ensure:
= ;
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. The Stability of the Population Rating between the Development and the Recent Period,

. Whether the changes in the PD / LGD parameters are statistically significant,

. Whether the models retain their discrimination power.

Hence, possible problems in the application of the models are detected as soon as they occur. As a result,

corrective measures are taken.

(ii) Monitoring credit risk exposure

The Group monitors the credit risk exposure of its loans and advances to customers, based on their nominal

amount.

(iii) Recovery based on existing collateral, security and guarantees

Along with the rating of the counterparties’ creditworthiness, the Group estimates during the setting/review of
credit limits, the recovery rate related to the exposure, in the event the debtors default on their contractual
obligations. The estimation of the recovery rate is based on the type of credit and the existence and quality of
any collateral / security. According to standard practice, the lower the credit rating of a borrower, the greater

the collateral/security required, so that the recovery rate is as high as possible in case the borrower defaults.

3.1.2.2 Credit Risk against securities and other bills

For the measurement and evaluation of credit risk entailed in debt securities and other bills, external ratings
from rating agencies are used, such as Moody’s, Standard & Poor's or Fitch. The amount of the Group’s
exposure to credit risk from debt securities and other bills is monitored according to the relevant IFRS

provisions per portfolio category.

3.1.2.3 Credit Risk Limits

Piraeus Bank Group applies credit limits in order to manage and control its credit risk exposure and
concentration. Credit limits define the maximum acceptable risk per counterparty, per group of counterparties,
per credit rating, per product, per sector of economic activity and per country. The Group’s total exposure to
borrower credit risk, including financial institutions, is further controlled by the application of sub-limits that

address on and off-balance sheet exposures.

In order to set customer limits, the Group takes into consideration any collateral or security which reduces the
level of risk assumed. The Group categorizes the risk of credits into risk classes, based on the type of collateral /
security associated and their potential liquidation. The maximum credit limits that may be approved per risk
class are determined by the Board of Directors. In Piraeus Bank Group, no credit is approved by one sole
person, since the procedure regularly requires the approval of a minimum of three authorized officers, with the

exception of consumer loans and credit cards, if the criteria that are set under the credit policy are met.

e
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Approval authorities are designated based on the level of risk exposure and their role in contributing to the

quality of the Group’s total credit portfolio is particularly significant.

Credit limits of the Group are set with an effective duration of up to twelve months and they are subject to
annual or more frequent review. The responsible approval authorities may, in special circumstances, set a
shorter duration than twelve months. The outstanding balances along with their corresponding limits are

monitored on a daily basis, and any limit excesses are timely reported and dealt with accordingly.

3.1.24 Stress Testing Exercises

Stress testing exercises constitute an integral part of the Group’s credit risk measurement and quantification,
providing estimates of the size of financial losses that could occur under extreme financial / market conditions.
Piraeus Bank Group systematically runs credit risk stress testing exercises in accordance with the instructions
issued by the Bank of Greece (Governor of the Bank of Greece’s Act 2577/ 9.3.2006), the results of which are

presented to and evaluated by the Board Risk Management Committee.

Stress tests exercises are performed by the Group Risk Management. The methodology uses as a basis
internally developed scenarios and models adapted to the particular risk characteristics of the Group, and
external source of information such as the Bank of Greece, the European Banking Authority (EBA) and the
International Monetary Fund (IMF). Additionally, credit risk stress-testing scenarios are developed for each
country where the Group has presence, according to directions provided by local supervisory authorities. These
scenarios are reviewed by Group Credit Risk Division. Within this stress testing framework, loans and claims of

the Group to borrowers located in Greece and abroad are examined, as well as bond market credit exposures.

3.2 Market Risk

3.2.1 Market Risk Management Framework

Market risk is defined as the risk of incurring losses due to adverse changes in the level or the volatility of
market prices and rates, including equity prices, interest rates, commodity prices and currency exchange rates,

as well as changes in their correlation.

The Group has established a Group-wide market risk limit system. The adequacy of the system and the limits
are reviewed annually. The adherence to the limits structure is monitored by the Group Market and Liquidity
Risk Unit and the responsible Units at subsidiary’s level as well. Piraeus Bank has adopted and applied widely

accepted techniques for the measurement of market risk.

. —
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Due to the expansion of international activities, the Group constantly enhances its infrastructure and closely
monitors the evolution of market risks at subsidiary level, as well as on a consolidated basis. A Market Risk
Management Policy has been in place in all Group units since the beginning of 2003. On the basis of this policy,
every Group unit has been assigned specific market risk limits, which are monitored on a continuous basis, both

from local as well as from Group risk units.

During 2012 the Group’s market risks undertaken ranged within acceptable limits, apart from positions coming
from the Greek Government Bonds’ Private Sector’s Involvement (PSI), which temporarily increased the
Interest Rate Risk. The particular risk eliminated following the repurchase of the said Bonds by the Greek
Government. In addition, the EFSF Bonds’ positions undertaken in the context of Piraeus Bank recapitalization
and ATEbank acquisition are not compliant with the risk appetite of the Piraeus Bank Group. It is worth

mentioning that the Group does not hold highly structured or high risk transactions.
3.2.1.1 Market Risk Measurement

The Value-at-Risk measure is an estimate of the maximum potential loss in the net present value of a portfolio,
over a specified period and within a specified confidence level. The Group implements the parametric Value-at-
Risk methodology, assuming a one-day holding period and utilizing a 99% confidence level. Value-at-Risk is

measured for the positions in the trading book as well as the available for sale portfolio (paragraph 8.3).

The Group tests the validity of the estimated Value-at-Risk by conducting back-testing on the trading book. The
Value-at-Risk estimate is compared on a daily basis against the actual change in the value of the portfolio, due

to changes in market prices.

Additionally, the Group monitors the evolution of assumed risks using sensitivity indicators and thus calculating
the effect of changes in the level of market prices to the value of all on and off balance sheet items, so as to
have a complete view on the level and evolution of risk factors. An additional key method for the measurement
of assumed risks is the regular application of stress testing scenarios, measuring the effect of extreme adverse

changes in market prices on the value of the Group’s assets & liabilities.

3.2.1.2 Interest Rate Risk

Interest rate risk is a major risk category and pertains to the potential negative effects on the Group’s financial
position, as a result of exposure to general interest-rate variability. It is imperative for the Group to assume this
type of risk, on a going concern basis. However, the maintenance of significant interest rate positions may

adversely affect the Group’s interest income and financial position.
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Interest rates variations affect the Group’s results, changing the net interest income, as well as the value of
other revenues or expenses that are sensitive to interest rate changes. Interest rate changes also affect the
value of assets and liabilities, since the present value of future cash flows (or even the cash flows themselves)
changes upon interest rate variations. Therefore, it is imperative for the Group to apply an efficient risk
management process that assesses and monitors interest rate risk and keeps it within acceptable and approved

levels (through the effective use of hedging techniques when appropriate).

The Interest Rate Gap Analysis allows for the assessment of interest rate risk through the “Earnings-at-Risk”
measure, which expresses the impact on projected earnings over a specified period, caused by a change in

interest rates across all maturities and currencies.

3.2.1.3 Market Risk Stress Testing

Piraeus Bank Group applies a number of methodologies to assess the impact of market stress events.
Specifically, the Group has created a series of stress scenarios on the level and volatility of stock market indices,
interest rates, foreign exchange rates and commodities, as well as on the level of credit spreads of sovereign

and corporate issues.

In each case the risk factor scenario chosen (interest rates, foreign exchange rates, stock prices, credit spreads)
has an adverse impact on the value of the current position of the Bank. The criterion for the choice of different
scenario assumptions is the portfolio exposure to the various risk factors. The risk factors and the level of
change of each risk factor correspond to the composition of the portfolio. Different scenarios are chosen,
according to the composition of the portfolio and market conditions, and each scenario is a combination of

assumptions.

The approach for the estimation of the impact of stress events is consistent with the methods used for the
calculation of internal capital for market risk. Finally, the approach takes into account the portfolio
categorization according to International Financial Reporting Standards (Held at Fair value, Available for sale

etc) as this has an impact on the way the activity’s profit and loss impacts bank capital calculation.
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3.3 Liquidity Risk

3.3.1 Liquidity Risk Management Framework

Liquidity risk management is associated with Piraeus Bank’s ability to maintain adequate liquidity positions in
order to meet its payment obligations. In order to manage this risk, future liquidity requirements are
monitored thoroughly, along with the respective needs for funding, depending on the projected maturity of
outstanding transactions. In general, liquidity management is a process of balancing cash flows within time

bands, so that, under normal conditions, the Group may meet all its payment obligations, as they fall due.

The Group considers liquidity risk management as a key priority. Due to the adverse liquidity conditions that
prevailed in the Greek economy, functions related to the close monitoring of the Bank’s liquidity position,
regular flow of relevant information to senior management and evaluation of measures to sustain adequate

liquidity were enhanced further during 2012.

In addition, subsidiary liquidity needs were successfully met, even as local regulatory liquidity requirements

strengthened, specifically in countries where the Group is active.

The ability to refinance the Bank’s assets (Bonds, Loans) via the European Central Bank and the Bank of Greece,

contributed significantly towards the maintenance of satisfactory liquidity levels.

Following the acquisition of the ATEbank, Piraeus Bank, improved significantly its funding composition, as it
enhanced and diversified its deposits’ base. Also, additional liquidity was drawn through the coverage of the

ATEbank’s funding gap with EFSF Bonds, of a notional value of €6.5 bn.

Piraeus Bank also participates in the provisions of the law for the enhancement of liquidity in the economy
(3723/2008). Specifically, liquidity has been drawn through the issuance of preferred shares (Pillar 1),
guarantees given under the Pillar Il and Special purpose Greek Government Bonds (Pillar Ill) schemes

amounting to a notional of €12.38 bn. on 31.12.2012.

Piraeus Bank has received in advance EFSF Bonds of a notional value of €6.25 bn. in the context of the Greek

banking sector’s recapitalization.
Important areas under constant monitoring are the following (indicatively):
. The evolution of the funding composition,

. the evolution and concentration of deposits,

. intra-day change of deposit balances per customer, product and branch,
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. evolution of maturity mismatches,
. loans to deposits ratio,
. cost of deposits,

. loan disbursements.
3.3.1.1 Evolution of Liquid Assets

Special attention is paid to the monitoring of Liquid Assets and other balance sheet Assets that can be used to

draw additional funding. Specific items that are monitored systematically are the following:

. The value of Bonds and other instruments (after appropriate haircuts) that are available for Central Bank
or interbank financing

. Availability of non traded assets (loans) that may be used for Central Bank funding

33.1.2 Group Liquidity Management Framework

Since the end of 2003, all Group units have applied a uniform Liquidity Risk Management Policy. This policy is
consistent with the globally applied practices and supervisory regulations, and adapted to the individual
activities and structures of Piraeus Bank Group. This policy outlines the principal liquidity risk assessment
definitions and methods, defines the roles and responsibilities of the units and staff involved and sets out the
guidelines to manage liquidity crisis. The policy is focused on the liquidity needs expected to emerge, in a

week’s or month’s time, on the basis of hypothetical liquidity crisis scenarios.

Furthermore, the policy includes a Liquidity Crisis Management Plan, which is applied in the event of a crisis
due to either a specific event associated with the Group’s activities, or the general market conditions. There
are activation conditions and increased readiness indicators that trigger the activation of the Liquidity Crisis

Management Plan.

At the same time, liquidity ratios are measured daily, taking into account all balance-sheet items, according to

the Liquidity Risk Management Policy and the Bank of Greece supervisory framework for liquidity.

33.13 Liquidity Stress Testing

Additionally, stress testing scenarios are performed on a regular and ad hoc basis, so as to calculate the impact
of potential extreme market conditions on the Group’s liquidity position. The scenarios applied are based on
potential adverse effects including deposits withdrawal, devaluation of liquid assets (e.g. debt securities and

equities).
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3.4 Operational Risk

3.4.1 Operational Risk Management Framework

Piraeus Bank Group acknowledges its exposure to operational risk deriving from its daily operations and from

the implementation of its business and strategic objectives.

In 2012, the Group proceeded with the coherent implementation of the Operational Risk Management
framework across the Units of the Bank, as well as its Subsidiaries. It should be noted that, since the acquisition
of Geniki Bank and the transfer of activities of the former ATEbank were completed within 2012, the project for
their integration into the Group Operational Risk Management framework has been developed and is being

implemented.

The aforementioned framework covers the identification, assessment, quantification, monitoring and
mitigation of operational risk. The continuous development of the framework ensures the timely and effective

support of the business functions of the Group and the fulfillment of the regulatory requirements.

The Operational Risk Management framework is based on the following principles:

. Operational risk is assumed and managed locally, at a Unit level, as close as possible to the source of the
risk. The implementation of the framework at Group level is supervised and coordinated centrally by the
Group Market and Operational Risk Management Division.

. The framework is documented through methodologies and procedures, and its scope extends to all
business activities and support functions of the Bank and the Group's Subsidiaries.

. The entire workforce are aware and alert regarding the operational risks inherent in the daily execution of
their tasks, have sufficient skills and training as well as the necessary tools and resources to effectively
manage these risks.

. The framework covers the systematic monitoring of relevant data including loss data collection.

. The framework is periodically reviewed and updated depending on the overall level of exposure and the

risk appetite.

By implementing the Operational Risk Management framework across its activities, the Group aims at
achieving business and strategic goals, including:

. improvement of its operations and its Internal Control System,

. minimization of financial losses caused by operational risk incidents,

. enhancement of human resources efficiency and reduction of operating costs,

. prevention of unexpected and severe losses from potential operational risk incidents,

. continuous alignment with best practices and regulatory requirements (qualitative and quantitative).

e
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The Operational Risk Management framework applied across the Subsidiaries of the Group is adjusted to the

size and scope of each Subsidiary’s activities, as well as to any local supervisory requirements.

With regard to the assessment of the level of potential exposure to operational risk, the Group continued in
2012 the implementation of the Risk and Control Self-Assessment (RCSA) methodology in all business and
support Units of the Bank and its Subsidiaries. Furthermore, in 2012 the Loss Data Collection methodology was
implemented to collect internal data on actual losses caused by operational risk incidents. These losses are

allocated and mapped into nine (9) regulatory Business Lines and seven (7) Loss Event Type Categories.

As part of the continuing development of the Operational Risk Management framework, during 2012, a
number of significant projects were implemented, related to the update of the operational risk management
policy and the enrichment of the methods and the reporting tools used to measure potential risks. The Group
Operational Risk Assessment Team was also established with the aim to enhance the risk assessment and

monitoring effectiveness.

3.4.2 Operational Risk Mitigation Technigues

The Group, seeking the optimal management of operational risk arising from its activities, has adopted

appropriate techniques of risk control and minimization (mitigation), as summarized below:

3.4.2.1 Internal Control System (ICS)

The development and continuous improvement of the Internal Control System (ICS) is a main concern of the
Group. The Internal Control System comprises a set of well-documented control mechanisms and processes
and integrates corporate governance best practices and principles. The Internal Control Systems permeates all

activities and transactions of the Group, contributing in this way to its efficient and safe operation.
Piraeus Bank Group systematically monitors the adequacy and effectiveness of the Internal Control System and
immediately implements any corrective actions deemed necessary for the continuous management and

mitigation of operational risk.

3.4.2.2 Internal Control System Enhancement Projects

Within the process of Risk and Control Self Assessment (RCSA), the Group takes measures to improve the

internal control environment by implementing Action Plans relating to:
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. the optimization of the existing Group control environment (organizational structure, processes, systems,
human resources, control mechanisms) and aiming at the prevention of the possible occurrence of

operational risk events, and

. the minimization of the financial and qualitative impacts of operational risk events and, thus, ensuring the

smooth and constant operation of the Group.

The Group recognizes that the systematic and consistent monitoring of the implementation of the Action Plans

is a critical prerequisite for the timely and effective decrease of the level of exposure to operational risk.

3.4.2.3 Insurance Coverage

The Group acknowledges that insurance policies serve as an efficient operational risk mitigation technique.
According to the current insurance framework, these policies cover partial or total recovery of the actual losses

induced by operational risk incidents.

Insurance policies for main Group functions are reviewed annually by the relevant units in cooperation with the

Group’s top management.

In addition to the above, Group Risk Management reviews the adequacy of insurance coverage by applying
alternative haircuts to the recovery amount of the potential losses associated with the extreme scenarios and

the estimation of the internal capital requirements.

3.4.2.4 Human Resources Training

The Group provides its personnel with comprehensive training and update on operational risk issues and
therefore, enhancing familiarity and awareness with regard to management and mitigation of this type of risk.
These training activities include:

. Educational programs on the implementation of the Operational Risk Management framework.

. Specialized training programs on the mitigation of the external fraud (e.g. authenticity of banknotes and
documents, dealing with robberies) including anti-money laundering and combating financing of
terrorism.

. Training on tasks related to the activation and implementation of the Business Continuity Plan.

" Informational notes on the Intranet.

. Educational programs on general banking topics aiming at enhancing expertise and preventing

operational risk.
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3.4.2.5 Business Continuity Plan

The Group has proceeded to the development and implementation of a comprehensive Business Continuity

Management Policy in order to minimize the potential negative effects of crisis situations on its activities.

The implementation of the Business Continuity Plan, in conjunction with the Disaster Recovery Site and the
Disaster Recovery Plan, ensure the smooth and uninterrupted operation of the Bank across all the business
activities and organizational structures, the effective mitigation of the operational risk and the full compliance

with the regulatory framework (BoG GA2577/09.03.2006).

4. Credit Risk — Exposure and Assessment

4.1 General disclosures

4.1.1 Definitions
. Non delinquent/non-impaired loans

Current claims without any delinquencies or provisions.

. Non-impaired, delinquent loans and advances
The category includes all delinquent loans that have not been impaired. This category contains the actual
amount of claim from the customer. Delinquent loans and claims, before provisions, not impaired are
analyzed per portfolio (Retail Credit: mortgages, consumer/personal loans, credit cards and other loans),
(Corporate Credit: loans to small and medium size companies, corporate) and according to bucket of delay

as follows: 1) 1-90 days in delay, 2) 91-180 days in delay, 3) over 180 days in delay.

. Impaired loans and advances
The category includes all the impaired loans irrespective of the days past due. A claim has been impaired
when the book value exceeds the expected recovery amount (please refer to 4.1.2 for definition of

impairment).

4.1.2 Impairment and Provisioning Policy

Piraeus Bank Group systematically examines whether there is solid and objective evidence that a claim’s value
has been impaired. To this end as of the date of each published financial statement, it conducts an impairment
test concerning the value of its loans, according to the general principles and methodology described in the

International Accounting Standards, and proceeds with assuming the respective provisions.
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A claim is considered impaired when its book value exceeds its anticipated recoverable amount. The
recoverable amount is estimated by the sum of the present value of future cash flows from anticipated
repayments and the present value of the liquidation of any collateral/ guarantees in case the borrower fails to
service the loan. In the event that there are indications that the Group will not be able to receive all payments
due, a specific provision is made for the impaired amount associated with the loan. The amount of the
provision is set as the difference between the carrying amount and the present value of the estimated future

cash flows discounted at the original effective interest rate of the loan.

The Group, according to its IAS 39, considers the criteria and objective evidence that a loan or group of loans

has been impaired.

Objective evidence that a loan or group of loans is impaired or it is not collectable consists of the following:

. Significant financial difficulty of the issuer or the obligor.

. A breach of contract (i.e. default or delinquency in interest or principal payments).

. The Group granting to the borrower, for economic or legal reasons relating to the borrower's financial
difficulty, a concession that the lender would not otherwise consider.

. It is becoming probable that the borrower will enter bankruptcy or financial reorganisation.

. Observable data indicating that there is a measurable decrease in the estimated future cash flows from a
group of financial assets, since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the group, including:

0 Adverse changes in the payment status of borrowers in the group (i.e. increase in the number of
delayed payments due to sector problems), or

0 National or local economic conditions that correlate with defaults on the assets in the group (i.e.
increase in the unemployment rate for a geographical area of borrowers, decrease in the value of
property placed as guarantee for the same geographical area, or unfavourable changes in the

operating conditions of a sector, which affect the borrowers of this specific group).

The estimation concerning the existence of impairment and any resulting provisioning is conducted individually
at loan level (for both retail and corporate portfolios) for those considered by the Group as significant, and
collectively on a loan group level for those considered less significant. The estimation of impairment is
conducted collectively for claims (portfolios of claims) with common risk characteristics, which are not
considered significant on an individual basis. Collective assessment also includes loans that have been tested

individually for impairment, but no impairment has occurred.

For impairment estimation on a collective basis, financial assets are grouped according to their similar credit
risk characteristics (e.g. according to assessment criteria of the Group which take into consideration the nature
of each asset, the sector where it belongs, the geographical area, the type of security and other such factors).

These characteristics are correlated to the estimation of future cash flow for such groups of assets, indicating
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the customer’s ability to pay amounts due, according to the contractual terms of the financial assets under

evaluation.

Future cash flows in a group of loans that are collectively evaluated for impairment are estimated on the basis
of the contractual cash flows of the assets in the Group and historical loss experience for assets with credit risk
characteristics similar to those in the Group. Historical loss experience is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period on which the historical
loss experience is based and to remove the effects of conditions in the historical period that do not exist

currently.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor's
credit rating), the previously recognised impairment loss is reduced and the difference is recognised in the

Income Statement.

4.1.3 Credit Risk Exposure as of 31.12.2012°

Table 6: Credit Risk Summary (€ ‘000s)

31.12.2012 31.12.2011 Average

Loans and advances (after provisions) 44,612,686 34,498,875 39,555,780
Loans to individuals 16,118,688 9,953,321 13,036,004
Mortgages 12,281,225 6,686,006 9,483,615
Consumer/personal loans 3,007,265 2,657,625 2,832,445
Credit cards 830,199 609,690 719,944
Corporate loans 28,493,998 24,545,554 26,519,776
Other receivables 16,427,527 8,002,162 12,214,844
Loans and advances to credit institutions 380,401 519,487 449,944
Derivative financial instruments-assets 441,317 379,238 410,278
Bonds and Treasury Bills of Trading Portfolio 350,568 453,882 402,225
Bonds at fair value through Profit & Loss 4,043 2,022
Debt securities - receivables 8,015,997 1,804,968 4,910,483
Repos 35,924 57,395 46,660
Bonds of investment portfolio 4,502,970 3,778,008 4,140,489
Other assets 2,700,349 1,005,140 1,852,744
Off-balance sheet items 4,383,517 4,457,158 4,420,337
Letters of guarantee 3,109,938 2,661,546 2,885,742
Letters of credit 44,229 58,266 51,247
Unused credit limits 1,229,350 1,737,346 1,483,348
Total Credit Risk Exposures 65,423,729 46,958,194 56,190,962

* Balances regarding ATE Insurance and ATE Insurance Romania are included in the following data. Both companies are classified as
discontinued in the Group’s financial statements.
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Table 7: Geographical distribution of Group’s major credit exposures (€ ‘000s)

Loans and Advances to Customers South-East
(net of provisions) Greece Europe S Uil
Loans to individuals 14,528,100 1,429,613 160,975 16,118,688
- Mortgages 11,602,191 606,208 72,826 12,281,225
EAST MACEDONIA&THRACE 546,787
ATTICA 4,153,402
NORTH AEGEAN 180,989
WEST GREECE 591,824
WEST MACEDONIA 302,851
EPIRUS 391,798
THESSALY 591,677
IONIAN ISLANDS 203,593
CENTRAL MACEDONIA 2,220,900
CRETE 796,925
SOUTH AEGEAN 469,346
PELOPONESSOS 644,522
CENTRAL GREECE 507,578
- Consumer/personal loans 2,143,782 785,854 77,630 3,007,265
EAST MACEDONIA & THRACE 91,086
ATTICA 929,904
NORTH AEGEAN 42,195
WEST GREECE 94,962
WEST MACEDONIA 44,081
EPIRUS 46,695
THESSALY 89,565
IONIAN ISLANDS 30,124
CENTRAL MACEDONIA 335,979
CRETE 148,673
SOUTH AEGEAN 76,465
PELOPONESSOS 99,245
CENTRAL GREECE 114,808
- Credit Cards 782,126 37,552 10,520 830,199
EAST MACEDONIA & THRACE 18,419
ATTICA 539,558
NORTH AEGEAN 6,277
WEST GREECE 18,158
WEST MACEDONIA 7,021
EPIRUS 8,477
THESSALY 16,857
IONIAN ISLANDS 6,895
CENTRAL MACEDONIA 87,232
CRETE 24,135
SOUTH AEGEAN 17,326
PELOPONESSOS 16,033
CENTRAL GREECE 15,738
[y
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South-East

L. Greece (014,113 Total
(net of provisions) Europe
Loans to corporate entities 23,051,924 2,796,084 2,645,990 28,493,998
EAST MACEDONIA & THRACE 582,559
ATTICA 13,774,786
NORTH AEGEAN 114,764
WEST GREECE 627,607
WEST MACEDONIA 276,648
EPIRUS 595,680
THESSALY 850,524
IONIAN ISLANDS 240,897
CENTRAL MACEDONIA 3,014,199
CRETE 1,190,329
SOUTH AEGEAN 607,710
PELOPONESSOS 624,663
CENTRAL GREECE 551,557
Other receivables 15,122,653 941,312 363,562 16,427,527
Loans and advances to credit 26,063 153,744 200,594 380,401
institutions
Derivative financial instruments -
425,189 16,128 441,317
assets
B - -
onds z.md Treasury Bills of trading 81,209 269,359 350,568
portfolio
Bonds at fair value through profit or
loss
Bonds of investment portfolio 4,083,301 373,430 46,239 4,502,970
Debt securities - receivables 7,928,884 87,113 8,015,997
Repos 35,388 537 35,924
Other assets 2,542,618 128,114 29,616 2,700,349
Total 52,702,677 5,167,009 3,170,527 61,040,213
s
. s e
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Table 8: Geographical break down of impaired loans and past due loans over 90 days (€ ‘000s)

I Loans to individuals

Loans to
Mortgages Consumer/Personal Credit Corp?rate
Loans Cards Entities

Greece 2,201,416 1,092,569 492,089 8,393,281 12,179,354
>90 days without impairment 1,313,986 108,631 34,524 2,588,014 4,045,155
EAST MACEDONIA & THRACE 59,177 4,731 642 114,573 179,123
ATTICA 454,421 40,062 25,959 1,004,121 1,524,563
NORTH AEGEAN 23,137 2,168 285 26,896 52,487
WEST GREECE 79,597 5,546 681 208,268 294,092
WEST MACEDONIA 28,317 2,570 217 44,049 75,153
EPIRUS 46,113 3,105 347 91,039 140,604
THESSALY 67,438 5,542 659 134,419 208,058
IONIAN ISLANDS 27,436 1,807 238 77,777 107,258
CENTRAL MACEDONIA 220,115 17,811 2,904 395,797 636,628
CRETE 114,513 8,852 907 177,889 302,161
SOUTH AEGEAN 43,423 3,813 472 57,051 104,758
PELOPONESSOS 87,603 6,566 720 145,374 240,263
CENTRAL GREECE 62,696 6,057 493 110,761 180,007
Impaired Loans 887,430 983,938 457,565 5,805,266 8,134,199
EAST MACEDONIA & THRACE 38,649 31,472 15,775 207,779 293,676
ATTICA 337,823 504,234 267,970 3,546,046 4,656,073
NORTH AEGEAN 17,007 17,170 4,803 21,802 60,781
WEST GREECE 38,200 40,595 17,250 169,887 265,933
WEST MACEDONIA 20,540 15,529 6,750 43,849 86,668
EPIRUS 33,711 17,668 6,410 80,219 138,008
THESSALY 42,316 34,128 16,562 195,948 288,955
IONIAN ISLANDS 11,840 14,466 5,303 29,443 61,052
CENTRAL MACEDONIA 153,760 140,919 59,001 922,812 1,276,492
CRETE 69,201 57,693 17,391 315,789 460,074
SOUTH AEGEAN 28,744 28,348 10,788 70,997 138,877
PELOPONESSOS 46,692 38,149 15,015 68,887 168,743
CENTRAL GREECE 48,947 43,567 14,546 131,808 238,867
SE Europe4 94,433 311,562 17,141 1,284,471 1,707,607
>90 days 32,955 20,881 1,268 125,457 180,561
Impaired loans 61,478 290,682 15,873 1,159,013 1,527,046
Others 4,439 22,756 4,320 1,255,606 1,287,121
>90days 1,763 9,457 93,15318 87,668 98,981
Impaired loans 2,675 13,299 4,226 1,167,939 1,188,139
Total loans >90 days 1,348,704 138,968 35,885 2,801,140 4,324,697
Total Impaired Loans 951,583 1,287,919 477,665 8,132,218 10,849,385

2,300,287 1,426,887 513,550 10,933,358 15,174,082

* South-East Europe: Bulgaria, Romania, Ukraine, Serbia, Albania, Cyprus
> Other: Egypt, UK, Germany
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Table 9: Loans and advances remaining maturity before adjustments (€ ‘000s)

Up to 12 Over 10 31.12.2012
pto 1to 5 years 1 to 10 years ver
months years Total

Loans and advances 19,154,934 10,224,335 7,380,736 13,813,304 50,573,309

Table 10: Movement in allowance (impairment) for losses on loans and advances to Customers (€ ‘000s)

Loans to Loans to Balance
Individuals Corporate Entities 31.12.2012
Balance - 01.01.2012 877,127 2,263,337 3,140,464
Balance of new companies 704,610 1,423,049 2,127,659
Balance of discounted operations -547 -6,603 -7,150
Charge of the year 352,948 1,603,921 1,956,869
Loans written off -55,557 -1,180,782 -1,236,339
FX Differences -3,211 -7,335 -10,545
Other Movements -10,335 -10,335
Balance -31.12.2012 1,875,370 4,085,253 5,960,623

The charge of the year includes the amount of €14.2 regarding income from corporate collateral recoveries
that have been written off. ‘Balance of new companies’ relates to allowance for impairment for loans of
companies of former ATEbank and Geniki Bank Group at the acquisition date by Piraeus Bank Group. The
aforementioned allowance for impairment has been included in the adjustment of loans and advances to
customers to fair value according to the provisions of IFRS 3. However, for purposes of monitoring credit risk
and for disclosure purposes according to I.F.R.S. 7, the aforementioned adjustment does not affect the
balances of loans and advances before provisions, as the Group has not stopped monitoring the adjustment as

part of the provisions.

”——- - N 7
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4.2 Credit Risk — Standardised Approach

4.2.1 External Credit Assessment Institutions (ECAIs)

Piraeus Bank Group uses external credit ratings of the following institutions, for regulatory capital calculation
purposes, under the Standardised Approach:

. Moody’s

. Fitch

. Standard & Poor’s

. ICAP

These Institutions have been evaluated and accepted by the Bank of Greece as approved external credit
assessment institutions. Piraeus Group uses Moody’s, Fitch and Standard & Poor’s ratings for the following
asset classes:

. Credit exposures against Central Governments/Central Banks,

. Credit exposures against Regional Governments and Local Authorities,

. Long and short term credit exposures against Financial Institutions in Greece and abroad,

. Credit exposures against Administrative bodies & non-profit undertakings in Greece and abroad,

. Long and short term credit exposures against Corporate Customers in Greece and abroad,

. Multilateral development bank and international organizations.

ICAP’s ratings are used for Corporate Customers residing in Greece. If there are multiple ratings for a specific
exposure, the Group follows the directions of Bank of Greece in order to determine the exposure’s risk weight.
In particular, if for a specific exposure there are two available ratings then the rating leading to the higher risk
weight is selected. In case where there are more than two available ratings, initially the two ratings leading to
the lower risk weights are chosen and then from the aforesaid two choices, the one corresponding to the

higher risk weight is selected.

4.2.2 Credit Risk Mitigation — Standardised Approach

4.2.2.1 Types of eligible collateral

The Group receives collateral or security that reduces the overall credit risk exposure and ensures the prompt

repayment of claims.
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For that purpose, it has defined and included in its credit policy the following main types of acceptable

6
collateral and security :

Pledged deposits,

Greek government guarantees,

Guarantees by the Credit Guarantee Fund for Small and Very Small Enterprises (TEMPME),
Bank letters of guarantee,

Pledged financial instruments such as stocks, bonds, bills or mutual fund shares,

Pledged cheques,

Mortgages on real estate property,

Ship mortgages,

Receivables.

The following table portrays the Group’s exposures secured with eligible collaterals and guarantees (reference

date 31.12.2012), according to Bank of Greece’s Governor’s Act 2588/20.08.2007. To correctly interpret the

figures presented in the table bellow, the following must be noted:

In the secured by collateral/guarantee type value of exposures, off balance sheet items, derivatives’
potential future exposures, as well as the exposures (including the retained portion of securitised loans)
and collaterals of repurchase agreements and securities borrowing, are included.

Only regulatory eligible, according to the Standardised Approach, guarantees and financial collaterals are
included. These guarantees are considerably fewer compared to those accepted by Piraeus Group for
business purposes.

The exposures secured with real estate collateral are fully covered by commercial and residential real
estate and exclude Greek Government guarantees presented in a separate column. Residential and
commercial real estate collateral does not affect the value of the exposure, as in other asset classes, but it
is reflected in a more favourable risk weight against credit risk according to the regulatory framework.

The majority of delinquent loans and of those classified as regulatory high risk, are covered, apart from
the regulatory eligible guarantees and financial collateral, by commercial and residential real estate, as
well. The additional coverage does not affect the value of the exposure, as in other asset classes, but it is

reflected in a more favourable risk weight against credit risk according to the regulatory framework.

The exposures, before and after the implication of eligible collaterals, per risk weight and asset class, as

described in the Governor’s Act 2588/20.8.2007, are presented below:

® For the calculation of capital requirements, eligible collateral are only those mentioned in the Governor’s Act 2588/20.8.2007, and
constitute a significantly smaller subset of the types of collateral/security accepted by Piraeus Group in its business activities.

ot
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Table 11: Credit Risk Exposures before and after the implication of credit risk mitigation techniques

Value of exposure (after the
Exposures (after the implication of credit risk

Credit Risk E
redit Risk Exposures deduction of provisions) mitigation techniques &

deduction of provisions)

Central Governments / Central Banks 8,683,191 10,253,631
0% 8,207,120 9,777,419
100% 476,071 476,071
150% 0 141
Regional Governments and Public Sector Entities 193,206 185,390
20% 186,612 178,216
50% 0 215
100% 2,473 2,473
150% 4,121 4,485
Administrative bodies and non-profit organizations 302,770 216,687
100% 302,728 216,644
150% 43 43
Financial Institutions 2,267,065 2,460,680
0% 386,897 386,897
20% 1,059,194 1,059,194
50% 475,859 662,324
100% 45,449 45,668
150% 299,666 306,597
Multilateral development banks 958 958
0% 958 958
International Organisations 6,616,759 6,616,759
0% 6,616,759 6,616,759
Corporate customers 14,502,566 13,765,574
50% 246,923 246,294
100% 13,219,106 12,521,526
150% 1,036,538 997,755
Retail customers 8,120,940 7,497,638
75% 8,120,940 7,497,638
Exposures Secured by real estate property 14,231,037 13,914,278
35% 8,818,450 8,608,172
50% 5,412,586 5,306,106
UCITS 66,105 66,105
100% 66,105 66,105
Cover bonds 0 0
Short-term exposures 45 0
100% 45 0
High Risk Categories 1,960,744 1,865,702
50% 55,411 55,362
100% 1,014,900 943,695
150% 890,433 866,646
e

|||_ - - S T 7




Consolidated Pillar 11l Report

Value of exposure (after the

Credit Risk Exposures Expo§ures (aftet: t.he im'p'licafion of crc'edit risk
deduction of provisions) mitigation techniques &
deduction of provisions)
Stocks, Participations and Other Assets 7,168,001 7,168,001
0% 2,305,418 2,305,418
20% 239,955 239,955
100% 4,622,628 4,622,628
Past Due exposures 7,555,294 6,829,378
50% 432,548 428,711
100% 4,757,240 4,330,987
150% 2,365,507 2,069,680
Total 71,668,682 70,840,780

Table 12: Credit and Counterparty Risk exposures secured by eligible credit risk mitigation instruments as of

31.12.2012
Type of exposure Financial Guarantees Secured by
Collateral Real Estate
Central Governments/ Central Banks - - -
Regional governments and local authorities 3,413 4,983 -
Administrative Bodies & Non-Profit Organizations 10,270 75,832 -
Financial Institutions 486 - -
Multilateral development banks - - -
International Organisations - - -
Corporate entities 399,285 337,707 -
Retail customers 242,856 380,445 -
Claims secured by real estate property 85,320 231,439 14,011,211
Cover bonds - - -
UCITS - - -
Short-term exposures - 45 -
Stocks, Participations and Other Assets - - -
Regulatory high risk exposures & past due items 86,272 734,687 4,159,862

Piraeus Bank Group does not apply the Internal Ratings Model when calculating the risk weighted assets of the

credit risk exposures; hence, there are no relevant disclosures.

4.2.2.2 Collateral Valuation Process

. Bonds received as collateral are valued on a daily basis and monitored through a collateral system that
takes into account the specific characteristics of every contract (price, accrued interest, valuation date,
source of valuation).

. For regulatory capital adequacy ratio calculation, only shares and equities listed in the stock exchange are
taken into account. Their valuation is based on the official daily closing prices of the previous day for each

share while the entire valuation process is conducted in the Collateral system.

”——- - N 7
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. According to the Capital Adequacy regulatory framework, real-estate collateral is evaluated at least once a
year in case of commercial real estate and once every three years in case of residential real estate. For the
valuation of residential and commercial real estate, Piraeus Bank uses specific methods and statistical
models of valuation and re-evaluation.

. Collateral/security is valued initially during the approval of claim based on its current or fair value and is
then revalued regularly. In general, collateral/security is not taken for exposures against financial
institutions, unless it concerns reverse-repos or other securities’ lending activities. Netting is not applied
to either on or off balance sheet items for regulatory capital calculation purposes.

. Netting policy in on balance or off balance sheet items is not included in the credit risk mitigation
techniques.

. There is no significant market or credit risk concentration in the risk mitigation instruments.

5. Counterparty Credit Risk — Exposure and Evaluation

The Bank, complying with the Bank of Greece Governor’s Act 2594/20.8.2007, has developed a system which

defines and monitors credit limits.

More precisely, concerning positions in derivatives, counterparty credit risk exposure is calculated according to
the Mark to Market Method, as defined in Bank of Greece Governor’s Act 2594/20.08.2007. In particular, the
exposure value is the sum of the contract’s replacement cost (market value) - given it has a positive value - plus
the potential future exposure, which depends on the nominal value, the type and the residual maturity of the

contract.

Regarding repo and reverse-repo positions, the calculation of counterparty credit risk exposure is based on the

Analytical Method for Financial Collaterals, as described in Bank of Greece Governor’s Act 2588/20.08.2007.

The total initial exposure to counterparty credit risk at the group level as of 31.12.2012, amounted to €1.297
mio. and the gross positive fair value amounted to €441.3 mio. The volatility and maturity mismatches adjusted
value of the corresponding financial collaterals that mitigates part of the relevant credit exposure, amounted to

€686.1 mio. The Bank does not take into account netting agreements during the calculation of capital charges.

Furthermore, it is noted that:

. The total exposure to credit risk from derivative products under the International Financing Reporting
Standards differs from the exposure measured according to the Basel Il regulatory framework due to
methodological differences.

. The Bank’s Policy regarding Credit Limits is described in detail in section 3.1.2.1 (i) «Systematic evaluation

of the customers’ creditworthiness and assessment of the probability of defaulting on their contractual

i
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obligations», paragraph «Credit Risk Limits», and is also applicable when assessing Counterparty Credit
Risk.

. The Group, in order to minimize the effect of counterparty credit risk and to ensure the required
collaterals, signs ISDA and GMRA contracts with its counterparties, as well as Credit Support Annexes.

. For the time being and given the conditions in the interbank market, in case the Group’s credit rating is
downgraded, no subsequent impact in the collateral amount is expected.

. The Group’s exposures are not subject to wrong way risk, since the mark-to-market method is followed,
according to the Bank of Greece Governor’s Act 2594.

. The Group is not exposed to counterparty credit risk deriving from transactions in credit derivatives.
6. Securitisation

In the past, the Group has successfully completed nine (9) traditional’ securitization programs (three (3)
concerning mortgage loans, three (3) concerning corporate loans, two (2) concerning consumer loans and one
(1) concerning financial leases), in accordance with Law 3156/2003, amounting to €9,625 mio., for liquidity

raising purposes. The Group has not implemented any synthetic securitisation programs.

The third bond issuance from securitized mortgage loans was called back in February 2011, while the first
leasing receivables securitisation amounting to €540 mio. was called back in March 2011. All other

securitisation programs are largely retained by the Group.

The role of the Group in the securitisation procedure is to transfer, manage and provide credit facilities, and at

the same time to finance the establishment of special purpose entities (SPEs). Although there is no shareholder

relation to the Group, special purpose entities are consolidated. This is provided under the SIC Interpretation

12, and is applied when the Group exercises control over the SPE. When assessing whether the Group controls

an SPE, in addition to the criteria in IAS 27, a range of supplementary factors is evaluated:

(i) the activities of the SPE are being conducted on the Group’s behalf according to its specific business needs
so that the Group obtains the benefits from the SPEs operations,

(ii) the Group has the decision-making power to obtain the majority of the benefits arising from the activities of
the company, or the Group has transferred the decision-making power through an automatic mechanism,
(iii) the Group obtains the majority of the benefits of the SPE’s activities, but at the same time is exposed to

risks arising from them,

(iv) the Group retains the majority of the residual or ownership risks related to the SPE or its assets.

” Traditional securitisation: Securitisation involving the economic transfer of the exposures being securitised to a special purpose entity,
which issues securities. This shall be accomplished by the transfer of ownership of the securitised exposures from the originator credit
institution or through sub-participation. The securities issued do not represent payment obligations of the originator credit institution.

e
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The Group reassesses its treatment of SPEs for consolidation, when there is an overall change in the SPEs
arrangements or when there has been a significant change in the relationship between the Group and the SPE.
The events that would indicate the need for such reassessment include the following:

. significant changes in the ownership of the SPE,

. changes in the contractual arrangements of the SPE,

. changes in the financing structure of the SPE.

The Group, following the IFRS rules, does not consolidate SPEs that it does not control. As it can sometimes be
difficult to determine whether the Group does control an SPE, it makes judgments about its exposure to the
risks and rewards, as well as about its ability to make operational decisions for the SPE. In many cases, parts of
the evidence, if viewed separately, may indicate control or lack of such over an SPE, but in aggregate make it

difficult to reach a clear conclusion. In such cases, the SPE is consolidated.

Securitisation programs as of 31.12.2012

According to the Bank of Greece Governor’s Act 2645/9.9.2011, there is no significant credit risk transfer in the
securitised exposures, due to the fact that Piraeus Bank retains the largest part of the securitised positions in

all issuances. The securitised loans are weighted according to the Governor’s Act 2588/20.8.2007.

Regarding the Group’s investment in securitised exposures, the ratings of Moody’s, Standard&Poor’s and
Fitch’s are used. The Group’s investment securitised position was €5.3 mio in 31.12.2012. This position, which
matured in January 2013, does not carry any capital charges, since it is covered by a sovereign guarantee
(unfunded credit protection), where a 0% risk weight is applied (Greek State). Finally, it should be noted that
there is no interest rate risk deriving from securitised positions, since there are no securitised exposures in the

trading book.
7. Operational Risk — Exposure and Assessment

The Piraeus Bank, both on solo and consolidated basis, has adopted the Standardised Approach for calculating
operational risk capital charges, through the allocation of its Gross Income into the eight (8) regulatory

business lines.

The following income categories are allocated to the eight (8) regulatory Business Lines:
. Net Interest Income

. Fees & Commissions

. Net Trading Income

" Other Operating Income

. Dividend Income

. —
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Net Interest Income is calculated and allocated across all Bank Units, within the Funds Transfer Pricing (FTP)

system, based on the average balances of fund raising and lending activities (Gross FTP).

Internal Pricing is based on interbank market rates depending on currency, maturity of fixed interest rate

products or re-pricing period of variable interest rate products (Multiple Pool — FTP).

The income that accrues from activities that cannot be classified in any of the eight (8) regulatory business lines
is assigned to a “Group Financial Cost Centre (Unclassified)” and receives the highest operational risk capital

charge factor (18%).

For reasons of accurate illustration and compliance with regulatory reporting, the “Group Financial Cost

Centre” is allocated to the “Trading and Sales” business line.

The Gross Income from the activities of the former ATEbank and Geniki Bank have been incorporated in the
calculation of the capital requirements for operational risk at group level under the Standardised Approach for

2012 (following respective communication with the Bank of Greece).

It is noted that the above framework is applicable to all Subsidiaries belonging to the financial sector. The rest
of the Subsidiaries are incorporated in the Group’s overall Standardised Approach by allocating their Gross

Income to the "Asset Management" business line.

8. Market Risk — Exposure and Assessment

8.1 Stocks: Disclosures regarding exposures not included in the trading portfolio

Available for Sale (AFS) shares are those, for which there is no specific holding period, and which can be

liquidated according to the liquidity needs, the changes in interest-rates or equities prices.

Regular purchase and sale of the AFS portfolio shares is recognised based on the transaction date, at which the

Bank commits to purchase or sale the assets.
Available for sale equities are initially recognised at fair value (plus transaction costs) and are subsequently

carried at fair value according to current market prices or valuation models, where the market prices are not

available (in accordance with IAS 39 provisions).

. e
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Regarding Athens Stock Exchange listed shares and foreign stock exchange listed shares, fair value is based on
current market prices. In 31.12.2012, the value of listed shares in the available for sale portfolio of Piraeus Bank

Group was €177 mio (Table 13).

Non - realised profits or losses due to changes in equities fair value, classified in the AFS portfolio, are
recognised in a special reserve own funds account. If shares of the AFS portfolio are sold, the corresponding
accumulated profits/losses are transferred from the special reserve own funds account to the profits & loss

account.

The shares of the available for sale portfolio are recognized when it is no longer possible to receive their cash

flow or when the Group has transferred the majority of risks and benefits to third parties.

The Group performs impairment tests (significant or extended reductions of fair value) on these shares on a
quarterly basis, using various valuation models. These models include valuation based on the price to book
value (P/BV), the price to earnings per share (P/E) or the divergence from their market value for investments
which are listed in a stock market. If the above mentioned models show indication of impairment, the Group
thoroughly evaluates the possibility of recovering the acquisition cost based on the historical volatility of each

share separately.

When there are objective indications that the AFS asset has been permanently impaired, then the realised
accumulated loss in own funds, is transferred to the profit and loss account. This loss is the difference between
the acquisition cost and the market value after deducting any losses which have been recognised in previous
period’s results. Impairment loss of the AFS shares that has been recognised in the Financial Statements cannot

be reversed.

Table 13: Stocks and Mutual Funds available for Sale as of 31.12.2012 (€ ‘000s)

Stocks listed in the Athens Stock Exchange 151,051
Stocks listed abroad 26,008
Non-listed stocks 238,218
Mutual Funds 101,827

Total 517,104

Additionally, the sum of realized profit/loss from sales and liquidation of available for sale equities and mutual
funds amounted to €33 mio. profit in 2012. The total net amount of non realized loss from the above equities’
value adjustments amounted to €51 mio. on 31/12/2012. This amount was included in the AFS reserve

increasing own funds, but is not taken into account for regulatory capital.
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8.2 Interest Rate Risk

Interest Rate Risk arises from both the execution of core banking activities, such as taking deposits and granting
loans, as well as the undertaking of investment and trading positions on financial instruments such as bonds,
whose market value is affected by the level and/or the volatility of interest rates. Interest rate risk is generated
mainly by financial instruments that carry a fixed interest rate, especially those whose rate is fixed for a long

period of time, such as mortgage or consumer loans and fixed rate debt securities.

Piraeus Bank Group monitors and controls interest rate risk closely and on a continuous basis, by applying an
interest rate risk management policy and by adopting risk assessment techniques based on the Interest Rate
Gap Analysis. This analysis reflects the interest rate profile of all interest rate bearing assets and liabilities,
including off balance sheet items. According to this analysis, assets and liabilities are allocated to time periods
according to their remaining maturity (fixed rate assets and liabilities), or next interest rate re-pricing date
(variable rate assets and liabilities). Assets or Liabilities lacking a predetermined contractual maturity or
interest rate re-fixing periodicity (e.g. overdraft loan facilities, sight and saving deposits), are mapped on the

overnight time period.

On the basis of the Interest Rate Gap, the Group measures the sensitivity of its balance sheet items, to
potential changes in interest rates, having set risk appetite limits expressed in terms of the impact of changes
in interest rates by 100 basis points (1%). More specifically, the Group measures its interest rate risk, through
the anticipated change in the net present value of Assets and Liabilities (PV100 — Present Value of 100 basis
points), as well as the impact on its interest income over one year (EaR — Earnings at Risk), caused by the

aforementioned move in interest rates by 100 basis points.

Indicatively, interest rate sensitivity estimates for the Balance Sheet value and Earnings at Risk, for a potential

parallel 100 basis points move in yield curves for main currencies as of 31.12.2012, are as follows:

Table 14: Interest Rate Sensitivity Analysis Results 31.12.2012 (€ mio.)

EUR usb CHF Other
PV 100 -131.6 1.01 -0.47 0.82
EaR -98.47 -3.57 -0.46 -2.91

Above sensitivity estimates remain at very low levels, as a percentage of regulatory capital (risk bearing
capacity) of the bank. The monitoring and control of the interest rate risk positions is performed on a daily

basis at the Bank level and on a monthly basis at the Group level.

[ —
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The Interest Rate Risk that stems from the core banking activities (i.e. loans and deposits), is transferred to the
Units which are responsible for the management of this risk (i.e. Treasury Units). The transfer is performed
through an appropriate internal Funds Transfer pricing mechanism, applied at the transaction level, taking into
account the interest rate behaviour of individual transactions. As a result, the monitoring and control of

exposure is fast and continuous and covers the full breadth of activities in all currencies.

The maintenance of the interest rate risk within approved limits, is achieved through the execution of hedging
transactions such as interest rate swaps, interest rate futures and bond futures etc, aiming to immunise the risk

on a portfolio or on a total balance sheet basis, per currency.

In order to mitigate the fixed rate loans and deposits prepayment/early termination risk, the Bank applies a
methodology for the calculation of the potential cost to the Bank for individual transactions, on the basis of
relevant market rates for the residual fixed rate period of the transaction. This cost is carried by the customer

when this is provided within the terms of the transaction, or by law.

8.3 Trading Book Value at Risk

The Value-at-Risk estimate for the Group’s total trading book was €1.32 mio. on 31/12/2012. Total VaR is
broken down to €0.46 mio. for interest rate risk, €0.01 mio. for equity risk, €1.13 mio.for foreign exchange risk
and €0.1 mio. for commodities risk. The diversification effect for the total portfolio amounted to €-0.38 mio.,
which reduces the overall trading book Value at Risk. During 2012 there was a decrease in the Group’s trading

book Value at Risk due to the significant reduction of the Greek Government Bonds’ positions.

Table 15: Group Trading Book Value at Risk (€ mio.)

2012 2011

VaR Interest Rate Risk 0.46 8.06
VaR Equity Risk 0.01 0.04
VaR FX Risk 1.13 2.41
VaR Commodity Risk 0.1 0.21
Diversification effect -0.38 -1.91
Group Trading Book - Total VaR 1.32 8.81

il
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9. Remuneration Policy Disclosures

9.1 Remuneration Policy

Piraeus Bank has established a Remuneration Policy, which, as an integral part of the Group’s Corporate
Governance, aims at discouraging excessive risk taking while enhancing the values and long term interests of

the Group.

Based on the framework defined in BoG’s Act 2650/19.01.2012, the Remuneration Policy is in line with the
Group’s corporate strategy and supports a performance-driven culture that aligns the organization’s goals with

those of interested parties, employees, management and shareholders.

The Policy aims at alighing compensation with profitability, risk and capital adequacy. It was introduced in
order to maximize performance, to attract and retain talents, and to ensure compliance with regulatory

requirements and internal transparency.
The remuneration setting procedures are clear, written and internally transparent.
9.2 Remuneration Committee

The Remuneration Committee is responsible for the preparation, the monitor of the implementation and the
periodic review of the Bank’s Remuneration Policy. The Committee consists of non-executive Board Members.
Most of them, including the Chairman of the Committee, are independent ones. The Committee takes into
consideration the long term interests of shareholders, investors and other stakeholders of the Bank, and is
oriented towards the long term prudent management of the institution and the prevention or minimization of

potential conflicts of interest that could burden such management.

The Committee’s function and responsibilities are governed by its regulation framework. Its responsibilities

include among others:

. The preparation of remuneration-related decisions, ultimately taken by the Board of Directors, that
should correspond to the authorities and duties, specialization, performance and accountabilities of the
Committee and affect the risks that the Bank undertakes and manages, as well as the supervision of these

decisions.

. To ensure that during the evaluation of the mechanisms adopted to align the remuneration policy with
the risks undertaken, all kinds of risks along with the Bank’s liquidity and capital adequacy, are taken into

account.

e
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. To secure the participation of responsible Units (Risk Management, Compliance, Internal Audit, Human
Resources, and Strategic Planning) in the preparation, review and consistent implementation of the
remuneration policy, as well as that of external consultants, when deemed necessary by the Board of

Directors.
9.3 Other involved parties

The Remuneration Policy is designed by the Group’s Human Resources, with the contribution of the Group’s
Risk Management, Compliance and Internal Audit Units. It is submitted to the Remuneration Committee which
in turn, proceeds with any potential necessary changes or alterations, before submitting it to the Board of

Directors for final approval.

Independent control Units contribute to the design and preparation of the Remuneration Policy, nevertheless,

they are primarily involved in the Policy’s review and monitoring process that is conducted at least annually.

It should be noted that during 2012, no external consultants participated in the preparation or review of the

Bank’s Remuneration Policy.
9.4 Remuneration structure

Total remuneration may include - besides fixed — variable components too, ensuring a link between
compensation and long-term business efficiency. Under all cases, the fixed component represents the highest
proportion of an employee’s total remuneration, to the extent that employee’s living standards do not depend

on variable remuneration.

Variable remuneration can be provided to reward performance based on pre-defined quantitative and
qualitative objectives. Such objectives are linked to the employee’s performance, the business unit’s
performance, the overall organization’s/Group’s performance and long-term business goals. The criteria used
to assess the award of variable remuneration include indicatively among others, profitability, capital adequacy,

efficiency, change management, staff development etc.

It should be noted that the performance evaluation of staff having risk and control responsibilities, is not

connected with the outcome/performance of the processes/divisions they control.

In order to enhance the connection between variable remuneration and the Group’s long-term objectives, the
award of variable remuneration is spread over time and the amounts awarded for both deferred and not

deferred variable components, are not only paid in cash, but in other instruments as well (e.g. shares).

—
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9.5 Criteria for Cancellation / Refund of Variable Remuneration

The Bank has the right to cancel the award of deferred variable remuneration, if certain performance indicators
are not satisfied. The same can happen in cases of detected and verified incidents of non-compliance with

existing rules and or processes.

In addition, in cases where it is proven ex-post that variable remuneration has wrongfully been awarded, the

total amount of deferred variable remuneration can be cancelled.

Without prejudice to the provisions of labor law, in cases of proven bad intent or deceit for the award of
variable remuneration, the Bank can claim back from an employee a full refund of any paid variable

compensation.

9.6 Proportionality principle

The Bank applies the existing regulatory framework on remuneration using the proportionality principle, by

taking into account the nature, size, internal organization and complexity of its activities.

9.7 Remuneration disclosures

The tables that follow present by business area, aggregate quantitative information on the remuneration of

Senior Management and of staff whose activities have a material impact on Group’s risk profile.

Table 15 (€ ‘000s)

Investment Retail Asset
Banking Banking Management
Total number of staff by business area 49 12 3 95
Total fixed remuneration by business area 3,728 891 149 6,360
Total variable remuneration by business area 99 0 0 455
B
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Table 16 (€ ‘000s)

Consolidated Pillar 11l Report

Senior
Management

Risk Takers

Staff Responsible
for Control
Functions

Total number of staff by category: 80 50 29
Total fixed remuneration : 6,895 3,082 1,151
Total variable remuneration, of which: 421 133 0
In cash: 421 133 0
In shares or other equivalent : 0 0 0
Other: 0 0 0
Total deferred variable remuneration for the year,
. 0 0 0
of which:
Vested 0 0 0
Non-vested 0 0 0
Total amount of compensation adjustments applied
during the year, for performance or remuneration 0 0 0
awarded in previous years:
Number of staff receiving sign-in payments within 0 0 0
the year:
Total amount of sign-in payments within the year: 0 0 0
Number of staff receiving severance payments 1 0 0
within the year:
Total amount of severance payments within the 100 0 0
year:
The highest amount of either sign-in or severance 0 0 0
payment made to a single person within the year:
L
o = L e
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Appendix: Regulatory/Accounting Consolidation

Subsidiary companies (full consolidation method)

Company Name

Activity

Consolidated Pillar 11l Report

% Holding

Country

Tirana Bank I.B.C. S.A. Banking Activities 98% Albania
:l'rAaeus Bank Romania Banking Activities 100% Romania
:lrsleus Bank Beograd Banking Activities 100% Serbia
:lrsleus Bank Bulgaria Banking Activities 100% Bulgaria
Piraeus Bank Egypt S.A.E. | Banking Activities 98% Egypt
JSC Piraeus Bank ICB Banking Activities 100% Ukraine
Piraeus Bank Cyprus Ltd. Banking Activities 100% Cyprus
ATE Bank Romania Banking Activities 93% Romania
Geniki Bank S.A. Banking Activities 99% Greece
Piraeus Asset
0,

Management Europe S.A. Mutual Funds Management 100% Luxembourg
:l;{afus Leasing Romania Finance Leases 100% Romania
Piraeus Insurance and Insurance & Reinsurance
Reinsurance Brokerage 100% Greece

Brokerage
S.A.
Tirana Leasing S.A. Finance Leases 100% Albania
Piraeus Securites S.A. Stock Exchange Operations 100% Greece
El_rgeus Group Capital Debt Securities Issue 100% Great Britain
Pi Leasing Bulgari
E:AraDeus casing Bulgaria Finance Leases 100% Bulgaria
ElrLa(e:zus Group Finance Debt Securities Issue 100% Great Britain
Piraeus Factoring S.A. Corporate Factoring 100% Greece

et
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Holding Country

Picar A.E. City Link Estate Management 100% Greece
Bulfina S.A. Property Management 100% Bulgaria
General Construction and | Property development/ holding 67% Greece
Development Co S.A. company
Piraeus Direct Services 100% Greece
S.A. Call center services
Komotini Real Estate 100% Greece
Development S.A. Property Management

100% Greece
Piraeus Real Estate S.A. Construction Company

100% Greece
ND Development S.A. Property Management

100% Greece
Property Horizon S.A. Property Management
ETVA Industrial Estates 65% Greece
S.A. Property Management

100% Greece
Piraeus Development S.A. | Property Management
Piraeus Asset 100% Greece
Management S.A. Mutual Funds Management

100% Cyprus

Piraeus Buildings S.A.

Property Management

Estia Mortgage Finance
PLC

SPE for securitisation of mortgage
loans

- Great Britain

Euroinvestment &

Asset Management, Real

91% Cyprus
Finance Public LTD (*) Estate Operations
Lakkos Mikkelli Real 51% Cyprus
Estate LTD Property Management

Land and Property 53% Cyprus

Philoktimatiki Public LTD development
Philoktimatiki Ergoliptiki 53% Cyprus
LTD Property Management

100% Greece
New Evolution S,A, Property Management
Imperial Stockbrokers 100% Cyprus
Limited Stock Exchange Operations
Imperial Eurobrokers 100% Cyprus
Limited Stock Exchange Operations

100% Cyprus

EMF Investors Limited

Investment Company

et
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Company Name Activity % Holding Country
Euroinvestment Mutual 100% Cyprus
Funds Limited Mutual Funds Management

100% Cyprus
Bull Fund Limited Investment Company
Piraeus Green 100% Greece
Investments S.A. Holding Company
New Up Dating
Development Real Estate | Property, Tourism & 100% Greece
and Tourism S.A. Development Company
Sunholdings Properties Land and Property 27% Cyprus
Company LTD Development
Polytropon Properties Land and Property 40% Cyprus
Limited development
Capital Investments & Investment Company 100% Liberia
Finance S.A.

100% Panama
Vitria Investments S.A. Investment Company
Piraeus Insurance 100% Bulgaria
Brokerage EOOD Insurance brokerage
Trieris Real Estate 100% British Virgin
Management LTD Property Management Islands
Piraeus Egypt Asset 98% Egypt
Management Co. Property Administration

98% Egypt
Piraeus Egypt Leasing Co. | Finance Leases
Piraeus Egypt for 98% Egypt
Securities Brokerage Co. Stock Exchange Operations
Piraeus Insurance -
Reinsurance Broker Insurance and Re-insurance 100% Romania
Romania S.R.L. Brokerage
Piraeus Real Estate 100% Romania
Consultants S.R.L. Property Management

100% Greece
Piraeus Leasing S.A. Finance Leases

Assessment and collection of 51% Greece

Multicollection S.A. commercial debts
Olympic Commercial & Oper. Leases, Rent-a-car and 95% Greece
Tourist Enterprises S.A. long term rental of Vehicl.
Piraeus Rent Doo 100% Serbia
Beograd Operating Leasing
Estia Mortgage Finance Il | SPE for securitisation of mortgage _ l_J”itEd
PLC loans Kingdom
Piraeus Leasing Doo 100% Serbia
Beograd Finance Leases

et
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Company Name

Piraeus Real Estate

Activity

Consolidated Pillar 11l Report

% Holding

Country

100% Serbia
Consultants Doo Property Management
Piraeus Real Estate 100% Bulgaria
Bulgaria EOOD Property Management
Piraeus Real Estate Egypt 100% Egypt
LLC Property Management
Piraeus Bank Egypt 98% Egypt
Investment Company Investment Company
Piraeus Insurance Agency 100% Greece
S.A. Insurance - Agency
Piraeus Capital 100% Greece
Management S.A. Venture Capital Fund
Piraeus Insurance
Insurance Brokerage 969 Egypt
Brokerage Egypt ! & % &Yp
Intergrated Services Warehouse & Mail Distribution 97% Eavpt
Systems Co. Management ? gyp
SPE for securitisation of corporate ) l_J”itEd
Axia Finance PLC loans Kingdom
Piraeus Wealth 65% Greece
Management A.E.P.E.Y. Wealth Management
SPE for securitisation of consumer ) l_J”itEd
Praxis Finance PLC loans Kingdom
SPE for securitisation of corporate ) l_J”itEd
Axia Finance Il PLC loans Kingdom
SPE for securitisation of consumer B l-Jnited
Praxis Il Finance PLC loans Kingdom
SPE for securitisation of corporate B United
Axia Ill APC LIMITED loans Kingdom
SPE for securitisation of consumer B United
Praxis Il APC LIMITED loans Kingdom
100% Greece
PROSPECT N.E.P.A. Yachting Management
Consultancy Serv. for Real 100% Cyprus
R,E Anodus LTD Estate Devel. and Inv.
PLEIADES Estate S.A. (ex
Erechtheas Investments 100% Greece
& Holdings S.A.) Property management
99% Ukraine
Solum Ltd Liability Co. Property Management
Piraeus (Cyprus) 100% Cyprus
Insurance Brokerage Ltd Insurance brokerage
100% Cyprus

O.F. Investments Ltd

Investment Company

et
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Company Name Activity % Holding Country
Admin. and managerial body of 589 Greece
DI.VI.PA.KA S.A. Kastoria industrial park
Piraeus Equity Partners 100% Cyprus
Ltd. Holding company
Piraeus Equity Advisors 100% Cyprus
Ltd. Investment advise
74% Greece
Achaia Clauss Estate S.A. Property management
Piraeus Equity
Investment Management 100% Cyprus
Ltd Investment management
British Virgin
100%
Piraeus Fl Holding Ltd Holding company Islands
Piraeus Master GP 100% British Virgin
Holding Ltd Investment advice Islands
Piraeus Clean Energy GP General partner of Piraeus Clean 100% Cyprus
Ltd Energy LP
Renewable Energy Investment 100% United
Piraeus Clean Energy LP Fund Kingdom
Piraeus Clean Energy 100% Cyprus
Holdings Ltd Holding Company
100% Cyprus
Curdart Holdings Ltd Holding Company
95% Greece
Visa Rent a Car Rent a car company
100% Cyprus
Adflikton Investments Ltd | Property management
100% Cyprus
Costpleo Investments Ltd | Property management
100% Cyprus
Cutsofiar Enterprises Ltd Property management
100% Cyprus
Gravieron Ltd Property management
100% Cyprus
Kaihur Investments Ltd Property management
100% Cyprus
Pertanam Enterprises Ltd | Property management
100% Cyprus
Rockory Enterprises Ltd Property management
100% Cyprus
Topuni Investments Ltd Property management
100% Cyprus
Albalate Ltd Property management
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Company Name Activity % Holding Country
100% Cyprus
Akimoria Enterprises Ltd Property management
,I'-\il:qr;;);naco Enterprises Property management 100% Cyprus
Bulfinace E.A.D. Property management 100% Bulgaria
Electricity Generation through
Zibeno | Energy SA Renewable and conventional 83% Greece
Resources company
Kosmopolis A' Shopping . o
Centers SA. Shopping Mall Management 100% Greece
Parking Kosmopolis S.A. Parking Management 100% Greece
Zibeno Investments LTD Etatplo cuppeToxWV 83% Cyprus
Asset Management Travel services, rentals and real .
1009 Bul
Bulgaria EOOD estate management % ulgaria
Orion Energy and .
Photovoltaic Installation Phqtovoltalc Development 65% Greece
. Projects
Projects S.A.
Astreos Energy and .
Photovoltaic Devel t .
Photovoltaic Installation O. ovoltalc Developmen 65% EAGSa
. Projects
Projects S.A.
ATE AEDAK Mutual Funds Management 100% Greece
ATE Insurance S.A. Insurance 100% Greece
ATE Insurance Romania Insurance 99% Romania
Ari E Holdi
Ltr(;geo nergy noidings Renewable Energy Holding 100% Cyprus
Exus Software Limited Information Systems Trade 50% Great Britain
:F:T_Iea season Residence Property development 100% Romania
Piraeus Jeremie
Technology Catalyst Mutual Funds Management 100% Greece
Management AE
Geniki Finance S.A. Financial services 99% Greece
Geniki | A
S eAnl Insurance Agency Insurance Brokerage 99% Greece
Geniki Leasing S.A. Leasing 99% Greece
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Company Name Activity % Holding Country
Geniki Information S.A. Debtors information services 99% Greece
KPM Energy S.A. Electricity production through 80% Greece

renewable resources
Solum Enterprise LLC Property management 99% Oukpavia

Associate Companies (equity consolidation method)

Name of Company Activity % Holding Country
Crete Scient. & Tech. Park Scientific and technology park 30% Greece
Manag. & Dev. Co. S.A. management
Evros' Development European community programs 30% Greece
Company S.A. management

Information technology & 40% Greece
Project on Line S.A. software
Alexandria for Development | | vestment Company 22% Egypt
& Investment
Footwear Seller — 39% Egypt
Nile Shoes Company Manufacturer
APE Commercial Property
Real Estate Tourist & Real Estate, development/ 28% Greece
Develop. S.A. tourist services
APE Fixed Assets Real
Estate Tourist & 28% Greece
Development S.A. Property Management
L British Virgi
Trieris Real Estate LTD 23% rish virgin
Property Management Islands
European Relianc?3 Gen. General and life insurance 30% Greece
Insurance Co. S.A. and reinsurance
APE investment Property Real Estate, development/ 27% Greece
S.A. tourist services
Sciens International
Investment and Holding 28% Greece
S.A. Holding Company
Trastor Real Estate Real Estate investment
34% Greece
Investment Company Property
39% Greece
Euroterra S.A. Property Management
40% Greece
Rebikat S.A. Property Management

8 . . . .
The associate insurance company “European Reliance” is subtracted from own funds.
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Name of Company Activity % Holding Country
40% Greece
Abies S.A. Property Management
Accounting and tax 49% Greece
ACT Services S.A. Consulting
Information technology & 50% Greece
Exodus S.A. Software
Good Work's Energy Photovoltaic parks development 33% Greece
Photovoltaic S.A. and management
Piraeus - TANEO Capital Fund | Venture capital fund 50% Greece
Entropia Ktimatiki S.A. Property Management 33% Greece
AIK Banka Financial services 21% Serbia
Tiresias S.A. Information Systems 22% Greece
PJ Tech Catalyst Fund Venture capital fund 30% Greece
Pirrichos S.A. Property management 51% Greece
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