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KYTIPIAKH AHMOKPATIA
EAEMKTIKH YNHPEZIA THE AHMOKPATIAZ

EKOEZIH FENIKOY EAEMKTH THX AHMOKPATIAZ
MPOZ TH PYOMIZTIKH APXH ENEPIEIAL KYNPOY

‘Exw eAéyEel mg ouvnpuéves okovopikés karaotdoelig g PuBuioTikiic Apxrig Evépyeiag Kotrpou, of o1moieg
armorehoUvral aTrd TNV KaTdoTaon XpnUaTookovouikig 8¢ong otic 31 AexepBplou 2012, T KaTdoTAOT CUVOAKWY
£1000NUATWY, TIG KATAOTACEIS METAROAWV KaBaprG BEONG KOl TAREIOKWY powv Tou £ToUg Trou EAnge TV nuepopnvia
auTh, KaBWS Kal TrEpIANYN CNHAVTIKWV AOYICTIKWY TTOAITIKWY KaI AOITTES ETTEENYNHATIKES TIANPOQPOPIES.

EuBuvn g PuBuiorikiic Apxric Evépyeras yia 1ig Oikovopikés Karaordoeis

H PuBuioTikr] Apxr] Evépyeiag €ival uTeGBuvn yia TNV KATAPTIOT) OIKOVOMIKWV KATAOTACEWY Trou Sivouv aAnBivi kai
dikain ekéva ovu@wva e Ta Aiebvry Mpérutra Xpnuarooikovopikig Avapopds 6TTwg autd uioBetiBnkav amé tnv
Eupwrraikiy ‘Evwon ko nig arraimioeis Twv mepi PUBIong g Ayopds HAektpiopold NOpwv Ko yia EKEIVES TIG
EOWTEPIKES OIKAIDEG TToU i PuBIOTIK: Apxr| xaBopilel we amapalitnreg woTe va kablotarar duvath n karapmion
OIKOVOIKWV KATAOTACEWY OMTCAAQYHEVIWY TG OUCIBES OPAAUa, OPEIAGUEVOU EITE OE OTTdTh EfTe 08 AGBoG.

EuvBuvn levikou EAsykin

H 8ikrj pou guBUvn Eival Va EKPPACW YVWHN £ QUTWV TWV OIKOVOUIKWY KATAoTACEWY e BAon Tov £AeyX0
pou. Exw Oievepyiiosl Tov éAeyxd pou oupgwva pe Ta Aigdv TMpoétura EAéyxou. Ta Tipétuma autd
amaiTolV va CUPUOP@WVONal PE Kavoveg Seovrohoylag kaBug kal va oxediddw Kai SIEVEPYW TOV EAEYXO HE
OKOTT® TNV amréKTNON AcAoyiopévng SIa0QANIONG YIO TO £G4V Ol OIKOVOUIKEG KATAOTACEIG Eival amaAAaypEveES

aTro ouoIWOES CPAAUQ.

O éAeyxog TrepIAapBavel TN Sievépyeia SIadIKaoituv yia TV amdKTNo ) EAEYKTIKLV TEKUNPIWY OXETIKA WE Ta TTOOG Kal
TIC YVWOTOTTOIOEIS OTIC OIKOVOUIKES kataoTdaelg. Or emAeydpeveg diadikaaleg Baoifovial oTnv Kpion Tou EAEYKTH,
TrepAapBavopévng TG EKTIUNONG Twv KIVBUVWVY OUoIISOUG OQAAUGTOG TWV  OIKOVOUIKWY  KATAOTAOEWY,
oPeIAOpEVOU £fTE OF aITdTn £te 0 AGBog. Kard m SieVEPYEID QUTLV TwV EKTIHAOEWY KIVBOVLIV, O EAEYKTIG EGETAE!
TIC EOWTEPIKES DIKAIBEG TTOU OXETICOVTaI ME TNV KOTGPTION OIKOVOMIKWY KOTAGTACEWY TNG OVIotTag mou divouv
aAnBivij kal BiKoin EKOVA E OKOTTO TO OXESIAONG EAEYKTIKLV DIOBIKACILY KATGAANAWY YIa TIG TIEPIOTATEIS, GAAG O
HE OKOTTO TNV £KPPACT YVWHNG ETTT TNG OTTOTEAECUIATIKOTNTOS TWV ETWTEPIKWV BIKAIBWY TNG OVTGTNTAG, O £éAeyxog
TrepiAapBaver emiong TV a€I0AGYNon TG KATGAANAGTNTAS Twv AOYIOTIKWY TTONITIKGIV TTOU XPNOIHOTTOINBNKAV Kai TOU
AEAOYIOMEVOU TWV AOYIOTIKWV EKTIUAOEWY TToU éyivav arrd Tnv Apxr, KaBlg kan TNV agloAdynon TG OUVOAIKAg
TIOPOUGIAONG TWV OIKOVOUIKUIV KATAOTATEWV.

MoTEUW 6T Ta EAEYKTIKG TEKUAPIA TTOU EXW OTTOKTAGE! £Vl ETTAPKT Kal KATGAANAQ yia va Trapdoxouv Bdan
YIot TNV EAEYKTIKA HOU yvwoun.
Mvwun

Kard m yvpn Pou, Ol OIKOVOUIKEG mmcrdasig divouv aAnBivij kai dikain exdva NG XPNHATOOIKOVOUIKAG
Btong Tng PuduiaTikig Apxric Evépyeiag oTig 31 AekepBpiou 2012, kan TG XPNHATOOIKOVOUIKI|G TNG ETFIdoong
KOl TWV TAUEIOKWY poWwv TS yIa To €105 Trou €Ange Tnv nuepounvia auth oUpewva pe ta Aigbvi Mpéruma
XpnHATooIKOVORIKAG Avagopds 6TTwe autd uioBetrienkav arré Tnv Evpwiraik ‘Evwaon kai Tig amaiTACEIS Twy
mepl PUBUIoNS TS Ayopdg HAekTpiopou Nopwy.

Eppaon 6fuarog '

EmoUpoupe ™v Trpoooxf otn onueiwon 21 i Twv oIKOVOMIKWY karaaTdoewv Trou SeiXvel ot n Apxn ota
Tapelakd Siabéoiud Tng vyoug €6.838.112 uméatn {nuid atropeiwong kard T Sidpkeia Tou £Toug Trou Ba

Af€el oTic 31 AekepBpiou 2013. O Trapdyovrag autdg, padi pe dAa Bépara TTou e§nyolvral oTn onueiwon 21,
uTTOBNAWVOYV Tov KivBUVO peuoTdtnTag. H ywviun pag Sev €xel empuAagn o€ oxéon pe autd To BEua.

AvSpédg KoupTéAANg
yra F'eviké EAsykriy
™¢ Anpoxpariag

Aeukwoia, 9 Zewreppiou 2013
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REPORT OF THE MEMBERS OF THE AUTHORITY

The Members of the Cyprus Energy Regulatory
Authority (CERA) present their report together
with the audited financial statements of CERA for
the year ended 31 December 2012.

Principal activity

The establishment of CERA arises from the
obligations of Cyprus towards the European
Union. CERA’s basic mission is the supervision
of the operation of the Energy Market (Electricity
and Natural Gas) in a new and liberalised
environment without monopolies. On 2 February
2010 the Members of CERA gave their prescribed
affirmation to the President of the Republic of
Cyprus for the faithful execution of their duties
according to the provisions of Law 122(1) of 2003.
Results

CERA's results for the year are set out on page 3.
The Members of the Authority decided to transfer
the surplus of income over expenses for the year
to reserves.

Members of the Authority

The Members of the Authority as at 31 December
2012 and at the date of this report are shown
on page 1. All of them were Members of CERA
throughout the year ended 31 December 2012.

In accordance with Law 122(1) of 2003 all of
CERA’s current Members have been appointed
for 6 years.

By order of the Members of CERA,

George Shammas
Chairman

Nicosia, Cyprus 12 August 2013
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Notes on pages 72-86 are an integral part of the consolidated financial statement




STATEMENT OF FINANCIAL POSITION
31 December 2012

Note
ASSETS
Non-current Assets
Property, plant and equipment 12
Intangible assets 13
Current Assets
Trade and other receivables 14
Tax receivable 18
Cash at bank and in hand 15
Total Assets
RESERVES AND LIABILITIES
Reserves
Retained surplus
Total reserves
Non-current liabilities
Other non-current liabilities 17
Current liabilities
Trade and other payables 16

Total reserves and liabilities

Total reserves and liabilities

2012

126.813
10.197
Heisie2 5|
8.069.529

8.130.792

7.511.013
7.511.013
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8.130.792

2011

123.121
9.810
6.932.493
7.065.424

7.117.324

7.117.324

On 12 August 2013 the Members of the Cyprus Energy Regulatory Authority author-

ized these financial statements for issue.

o

George Shammas Constantinos Eliopoulos

Chairman Vice-Chairman

Notes on pages 72-86 are an integral part of the consolidated financial statement

/

=y

Kypros Kyprianides

Member
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STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2012

Balance- 1 January 2011

Net surplus for the year

Special Defence Contribution on deemed dividend
Balance 31 December 2011/1 January 2012

Net surplus for the year

Special Defence Contribution on deemed dividend

Balance 31 December 2012

As from 2009 organisations which do not distribute
70% of their profit after tax, as specified in the
Special Contribution for Defence Law, within two
years from the end of the tax year in which the
profits were made, shall be deemed that they have
distributed this amount as dividend. A 20% special
contribution for the years 2012 and 2013 (until
31 August 2011 the percentage was 15% and
subsequently increased to 17% for the period up to
31 December 2011) shall be payable on deemed
dividend distribution applicable to shareholders
(individuals and companies) who at the end of the

Retained
Surplus
€

5.973.267

616.973

(20.037)
6.570.203

965.548

(24.738)
7.511.013

two years from the end of the tax year in which
the profits were made are tax residents of Cyprus.
Deemed distribution is reduced with payments of
actual dividends, which have already been paid in
the year in which the profits relate to. The special
defence contribution is paid by the Company on
account of the shareholders.

In the case of public bodies, the term profit is
limited to profits arising from the conduct of
business. In the case of CERA deemed distribution
is calculated on interest receivable.

Notes on pages 72-86 are an integral part of the consolidated financial statement



CASH FLOW STATEMENT
Year ended 31 December 2012

2012 2011
€ €
Note

CASH FLOW FROM OPERATING ACTIVITIES
Surplus before tax 1.004.765 651.161
Adjustments for:
Depreciation of property, plant and equipment 12 16.864 14.030
Amortization of software 13 1.279 1.224
Interest income 5 (261.444) (223.617)
Cash flow from operations before
working capital changes 761.464  442.798
Increase in trade and other receivables (3.692) (43.176)
Increase/(Decrease) in trade and other payables 5.255 (180.867)
Increase in deferred liabilities 42.665 147.504
Cash Flow from operations 805.692 366.259
Tax paid (39.604) (24.342)
Net cash from operating activities 766.088 341.917
CASH FLOW FROM
INVESTING ACTIVITIES
Payment for the purchase of intangible assets 13 (1.417) (606)
Payment for the purchase
of property, plant and equipment 12 (26.089) (10.447)
Interest received 261444  223.617
Net cash from investing activities 233.938 212.564
CASH FLOW FROM INVESTING ACTIVITIES - -
Net increase in cash and cash equivalents 1.000.026  554.481
Cash and cash equivalents:
At the beginning of the year 6.932.493 6.378.012
At end of the year 15 7.932.519 6.932.493

Notes on pages 72-86 are an integral part of the consolidated financial statement
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NOTES ON FINANCIAL STATEMENTS

Year ended 31 December 2012

Incorporation and Principal Activities
Country of incorporation

The Cyprus Energy Regulatory Authority was
incorporated in Cyprus on 21 January 2004
as a public law legal entity, according to Law
122(1)/2003. On the same date and under the
same law the Office of CERA was incorporated,
which operates as a separate legal entity. The
CERA supervises and controls the Office of
CERA. CERA and its Office are housed at 81
83 Griva Digeni Avenue, lakovides Building, 3rd
Floor, P.O.Box 24936 , 1355 Nicosia, Cyprus.
Principal activity

The establishment of CERA arises from the
obligations of Cyprus towards the European
Union. CERA’s basic mission is the supervision of
the operation of the Energy Market (Electricity and
Natural Gas) in a new liberalised environment with
no monopolies. On 2 February 2010 the members
gave their prescribed affirmation to the President
of the Republic of Cyprus for the faithful execution
of their duties according to the provisions of Law
122(1) of 2003.

2. Accounting policies

The principal accounting policies followed in
the preparation of these financial statements
are mentioned below. These policies have been
consistently applied in all the years presented in
these financial statements, unless it is otherwise
expressly stated.

Basis of preparation

The financial statements have been prepared in
accordance with International Financial Reporting
Standards (IFRSs) as adopted by the EU. The
financial statements have been prepared under
the historical cost convention.

At the date of the approval of these financial
statements, all the International

Financial Reporting Standards which have been
issued by the International Financial Reporting
Standards Board (IFRSB) and are applicable as
from 1 January 2012 have been adopted by the
EU through the adoption procedure approved by
the European Commission, with the exception of
the following:

Adoption of new and revised IFRS’s

During the current year CERA adopted all the
new and revised International Financial Reporting
Standards (IFRSs) that are relevant to its
operations and are effective for accounting periods
beginning on 1 January 2012. This adoption
did not have a material effect on the accounting
policies of the CERA.

At the date of approval of these financial
statements the following Financial Reporting
Standards have been issued by the International
Financial Reporting Standards Board, but have
not yet come into force:

(i) Standards and Interpretations adopted by
the EU

New standards

* IFRS 10 “Consolidated Financial Statement
(effective for annual periods beginning on or after
1 January 2013).

* IFRS 11 “Joint Arrangements” (effective for
annual periods beginning on or after 1 January
2013).

* IFRS 12 “Disclosure of Interests in other entities”
(effective for annual periods beginning on or after
1 January 2013).

* IFRS 13 “Fair Value Measurement” (effective for
annual periods beginning on or after 1 January
2013).

Amendments

International Financial Reporting Interpretation
Committee

* Amendment to IAS 1 “Presentation of ltems



of Other Comprehensive Income” effective for
annual periods beginning on or after 1 July 2012).
* Amendment to IAS 12 ‘Deferred Tax: Recovery
of Underlying Assets” (effective for annual periods
beginning on or after 1 January 2013).

*+ Amendment to IAS 19’Employee Benefits”

(Amendment) (effective for annual
beginning on or after 1 January 2013).

* IAS 17 (Revised): “Consolidated and Separate
Financial Statements” (effective for annual periods
beginning on or after 1 January 2014).

* IAS 28 (Revised): “Investments in Associates”
(effective for annual periods beginning on or after
1 January 2013).

+ Amendment to IAS 32 “Offsetting Financial
Assets and Financial Liabilities” (effective for
annual periods beginning on or after 1 January
2014).

* IFRS 7 (Amendment) “Financial Instruments
Disclosures- Offsetting Financial Assets and
Financial Liabilities” (effective for annual periods
beginning on or after 1 January 2013).

New Interpretations

* IFRIC 20: “Stripping Costs in the production
phase of a Surface Mine” (effective for annual
periods beginning on or after 1 January 2013).

periods

(ii) Standards and Interpretations not adopted
by the EU

New Standards

* IFRS 9 “Financial Instruments”, which was issued
in November 2009 and amended in October 2010,
introduces new requirements on the classification
and measurement of financial assets and financial
liabilities as well as for impairment (effective for
annual periods beginning on or after 1 January
2015).

Amendments

* Improvements to IFRS 2009-2011 issued
in January 2012 (effective for annual periods
beginning on or after 1 January 2013).

* Amendments to IFRS 1: Government Loans
(effective for annual periods beginning on or after
1 January 2013).

« IFRS 9 “Financial

Instruments” issued in

November 2009 and subsequent amendments
(amendments to IFRS 9 and IFRS 7 issued in
December 2011) (effective for annual periods
beginning on or after 1 January 2015).

* Transition Guidance Amendments for IFRS 10,
11 & 12 (effective for annual periods beginning on
or after 1 January 2013).

* Investment Entities Amendments to IFRS 10,
IFRS 12 and IFRS 27 (effective for annual periods
beginning on or after 1 January 2014).

CERA members expect that the adoption of these
accounting standards or interpretations in future
years will not have a significant impact on CERA’s
financial statements, with the following exceptions:
* IFRS 9 (Financial Instruments). This standard is
the first part of replacement of IFRS 39: Financial
Instruments: Recognition and Measurement”.
IFRS 9 introduces new requirements for the
classification and measurement of financial
instruments and possibly it could influence
the accounting treatment of CERA’s financial
instruments. This standard is not applicable until
January 2013 and has not been adopted by the
European Union. CERA has not made an analysis
of the effect of IFRS 9 on the Authority.

* Amendments to IAS 19 “Employee Benefits”
(Amendment) (effective for annual periods
beginning on or after 1 January 2013).
Amendments to IAS 19 change the calculation
for defined benefit plans and termination
benefits. The most important change concerns
the calculation of changes in the liabilities of
the defined benefits and assets of the plan. The
amendments require the recognition of changes
in defined benefit liabilities and of the fair value of
the assets of the plan, as they occur, and therefore
the elimination of the “corridor method” allowed
under the previous version of IAS 19 and speeds
up the recognition of the cost of previous service.
The amendments require all actuarial gains and
losses to be recognized immediately, through
other total revenue, so that the net pension asset
or liability recognized in the statement of financial
position may reflect the full value of the deficit or
surplus of the plan. Moreover, the cost of interest
and the expected yield of assets of the plan used
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in previous versions of IAS 19 have been replaced
by a “net interest “ amount, calculated by applying
the discounted interest rate in the net defined
liability or asset of the benefits.

The amendments of IAS 19 must be implemented
retroactively. CERA has not yet analysed the effect
of the amendments of IFRS 19.

Revenue recognition

Revenue comprises the invoiced amount for
the fees concerning the granting of licenses.
Income from fees is recognized according to the
time period that the relevant licence refers to.
Revenues earned by the CERA are recognized on
the following bases:

¢ Interest income

Interestincome from a financial asset is recognized
to the extent that the economic benefits are likely
to accrue to CERA and income can be reliably
calculated. Forecast for interest income is made
on the basis of the year, the amount due and
effective interest rate applied, which is the interest
discounting the forecast future cash receipts,
through the expected life-span of the financial
asset and the net accounting value of the said
financial asset on its initial recognition.

Employees’ Benefits

CERA operates a defined benefit plan which will
be funded as in the Public Sector, via the Annual
Budget. Benefits will be paid on retirement, death
or resignation of an employee. The amount of the
benefit will depend on the duration of service and
the level of income of the employee.

The present value of obligations and the cost of
current service for the defined benefit plan are
estimated annually with the projected unit credit
method. Any surpluses or deficits that arise from
changes in the interest rate by which estimated
future cash outflows and other actuarial gains/
losses are discounted are directly posted to other
total income for the year. Non- recorded actuarial
profit or loss is recognized by CERA at the
beginning of the year.

Debts and provisions for doubtful debts

Bad debts are written off to profit or loss and a
specific provision is made, where it is considered
necessary. No general provision for bad debts is

made. Trade debtors are stated after deducting
the specific provision for bad and doubtful debts,
if any.

Finance costs

Interest expense and other borrowing costs are
charged to profit or loss as incurred.

Foreign currency translation

(1) Functional and presentation currency ltems
included in the financial statements of the
Authority are measured using the currency of the
primary economic environment in which the entity
operates («the functional currency»). The financial
statements are presented in Euro (€), which is
the functional and presentation currency of the
Authority.

(2) Transactions and balances Foreign currency
transactions are translated into the functional
currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement
of such transactions and from the translation at
year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are
recognised in profit or loss.

Tax

The fees received by CERA according to the
Law regulating the Electricity Market and the
relevant Regulations, as a result of executing its
supervisory role, are not considered as income,
as this is defined in article 55(1)(a) of the Income
Tax Law and are not subject to taxation. This
also applies to government grants that CERA
has received in order to be able to exercise its
supervisory role. Income from interest, rent or
any other source, is subject to taxation with the
tax rate of 10%, and to defense contribution, after
deducting any allowable deduction as provided by
the Law.

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation and
any accumulated impairment losses.

Depreciation is calculated on the straight line
method so as to write off the cost of each asset
of property, plant and equipment to its residual
value over its estimated useful life. The annual
depreciation rates used are as follows:



%

Computer Hardware 20
Machinery Equipment 10
Motor vehicles 20
Furniture, fixtures and office equipment 10
Books 10

The assets residual values and useful lives are
reviewed and adjusted, if appropriate, at each
balance sheet date.

Where the carrying amount of an asset is greater
than its estimated recoverable amount, the asset
is written down immediately to its recoverable
amount.

Expenditure for repairs and maintenance of
property, plant and equipment is charged to
the income statement of the year in which it is
incurred. The cost of major renovations and other
subsequent expenditure is included in the carrying
amount of the asset when it is probable that future
economic benefits in excess of the originally
assessed standard of performance of the existing
asset will flow to CERA. Major renovations are
depreciated over the remaining useful life of the
related asset.

A property, plant and equipment asset is written
down on its disposal or when no future economic
benefits are expected to accrue in the future from
the continued use of this asset. Gains or losses
on the sale or withdrawal of a property, plant and
equipment asset are determined as the difference
between receipts from sale and the carrying
amount and is shown in the income statement.

Computer software

Costs that are directly associated with identifiable
and unique computer software programmes
controlled by CERA which will probably generate
economic benefits exceeding costs beyond
one year are recognized as intangible assets.
Subsequently computer software is carried at
cost less any accumulated amortisation and any
accumulated impairment losses. Expenditure
which enhances or extends the performance of
computer software programmes beyond their
original specifications is recognized as a capital
improvement. Costs associated with maintenance
of computer software programmes are recognized
as an expense when incurred. Computer software
costs are amortised using the straight line method

over their useful lives, not exceeding a period of
three years. Amortisation commences when the
computer software is available for use and is
included in administrative expenses.

An intangible asset is written down on disposal
or when no economic benefits are expected to
accrue in the future from its use or disposal. Gains
or losses from writing down an intangible asset
are determined as the difference between receipts
from sale and the carrying amount of the asset
and is shown in the income statement, at the time
it is written down.

Trade receivables

Trade receivables are initially measured at
fair value and subsequently measured at the
amortised cost using the effective interest rate
method. Appropriate allowances for estimated
irrecoverable amounts are recognized in the
income statement of the year when there is
objective evidence that the asset is impaired.
The allowance recognized is measured as the
difference between the carrying amount of the
asset and the present value of estimated future
cash flows discounted at the effective interest rate
applicable at the time of the initial recognition.

Impairment of assets

Assets that have an indefinite useful life are not
subject to amortisation and are tested annually for
impairment. Assets that are subject to depreciation
or amortisation are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for
the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at
the lowest levels for which there are separately
identifiable cash flows (cash generating units).

Comparative amounts

Wherever necessary, comparative amounts are
readjusted so as to conform to changes in the
presentation of the current year.

3. Financial risk management
Financial risk factors
CERA is exposed to interest rate risk, credit risk



Financial Instruments of variable interest rates




Due to the events and developments which took place
on 29 March 2013, CERAs deposits after the reporting
period were adversely affected. The negative effects
on deposits are described in note 21 of the financial
statements.

3.2 Credit risk

Credit risk arises when a failure by counter parties to
discharge their obligations could reduce the amount
of future cash inflows from financial assets on hand
at the balance sheet date. CERA has policies in place
to ensure that the provision of services are made
to customers with an appropriate credit history and
monitors on a continuous basis the ageing profile of
its receivables.

The book value of financial assets represents the
maximum exposure to credit risk. The maximum
exposure to credit risk at the balance sheet date was

as follows:

Receivables
Cash at bank
Short term-bank deposits

Due to the events and developments which took place
on 29 March 2013, CERAs deposits after the reporting
period were adversely affected. The negative effects
on deposits are described in note 21 of the financial
statements.

3.2.1 Credit quality of financial assets

The credit quality of the financial assets that are
neither past nor impaired can be assessed by
reference to external credit ratings (if applicable) or to

historical information about counterparty fault rates.

Cash at bank and short-term bank deposits 1
Ca
Without rating

(1) The other element of the financial position “Cash
and cash equivalents” is cash in hand.

None of the financial assets which are not past or
impaired have been renegotiated.

The table below shows an analysis of CERA's
deposits on the basis of the credit rating of the banking

organizations where the deposits are held.

2012 201

€ €

108.784 103.323
323.399 298.678
7.608.992  6.633.805
8.041.175  7.035.806
2012 201

€ €
4.553.255 3.658.218
7.932.391 6.932.483



4.229.897
3.379.095
7.608.992

31 December 2011 Book value Conventional Within
cash flows 3 months

Trade and other creditors

Due to the events and developments which took negative effects on deposits are described in note
place on 29 March 2013, CERAs deposits after 21 of the financial accounts.
the reporting period were adversely affected. The




3.4 Other risks

The general economic environment prevailing in
Cyprus and internationally may significantly affect
the activities of CERA. Concepts such as inflation,
unemployment, and the development of the gross
domestic product (GDP) are directly linked to the
economic course of any country and any change
in them, and the overall economic environment
may create chain reactions in all areas, affecting
CERA accordingly.

CERA Operating environment

The Cypriot economy has been adversely affected
in recent years by the international credit crisis
and the volatility in financial markets. During 2012
there was a significant reduction of the liquidity
available for lending by the Cyprus financial
institutions, mainly due to financial instability
in relation to the crisis of the Greek public debt,
including the impairment of Greek Government
Bonds and the impact on the Cypriot economy.
Moreover, the ability of the Republic to raise loans
from international financial markets has declined
significantly following the downgrading of its credit
rating.

The Cypriot government entered into negotiations
with the European Economic Commission, the
European Central Bank and the International
Monetary Fund (the  “Troika») for financial
support. Negotiations resulted in an agreement
and a decision by the Eurogroup on the main
elements necessary for a future macroeconomic
adjustment program, which includes providing
financial assistance to the Republic of Cyprus
up to €10 billion. The program aims to address
the unusual economic challenges facing Cyprus
and to restore the viability of its financial sector in
order to restore sustainable economic growth and
the consolidation of public finances in the coming
years.

The decision of the Eurogroup on Cyprus
includes plans to restructure the financial sector
and guarantees deposits of less than 100,000,
according to the legislation of the European Union.
According to available information, the uninsured
deposits in the Laiki Bank will be impaired, while
of uninsured deposits in the Bank of Cyprus 47.5
% will be converted into shares, 15,1% will remain
available, while the remaining amount will be

converted into three equal bills having a duration
of 6, 9 and 12 months. The Bank of Cyprus has the
right to renew these bills at maturity for a period
equal to the original duration of each bill.

On 12 April 2013, the Eurogroup welcomed the
agreement reached between Cyprus and the
Troika on a macroeconomic adjustment program
for Cyprus, and stated that the necessary
elements were in place to launch the relevant
national procedures required for approval of the
financial support agreement by the European
Stability Mechanism.

On 22 March 2013, the House of Representatives
passed legislation concerning restrictive measures
in respect of transactions executed through banks
operating in Cyprus. The extent and duration of the
restrictions are decided by the Minister of Finance
and the Governor of the Central Bank of Cyprus
and have come into effect on March 28, 2013.
The Members of CERA monitor developments in
relation to these restrictive measures and evaluate
the impact on the activities of the Authority.

The Members of CERA are not in a position to
predict all the developments which could have an
impact on the Cyprus economy and consequently
what effect, if any, they could have on the future
financial performance, the cash flows and the
financial position CERA .

Based on the evaluation made, the members of
CERA have concluded that there is no need for
any provisions or impairment charges.

The Members of CERA take all necessary
measures which in their opinion are necessary
in order to maintain the viability of CERA and
expand its operations in the current business and
economic environment.

Fair value estimation

The fair values of CERA's financial assets and
liabilities approximate their carrying amounts at
the Statement of Financial Position date.
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Amortisation of software (included in the
Administration Expenses) (Note 13)

Depreciation of property, plant and equipment
(Note 12)

Cost of Staff and Members (Note 7)

Auditor’s fee — current year

Auditor’s fee- previous years

1.647.108
225.821
85.299
1.958.228

261.444

261.444

1.279

16.864
729.333
3.200

1.224

14.030
759.057
3.200
_700




7. Staff Costs

Salaries of staff and Members

Social insurance costs and other funds
Expenses under the defined benefit retirement
Plan (Note 8)

8. Employee benefits

CERA provides to its staff retirement employee
benefits on a lump sum basis and an annual
pension according to a defined benefit retirement
plan. Itis CERA's policy to conduct an independent
actuarial valuation of the obligations for the

2012 201

€ €
620.595 550.183
73.921 64.176
34.817 144.698
729.333 759.057

provision of retirement benefits, every year.

The most recent independent actuarial valuation
was made as at 31 December 2012 and it was
based on the following assumptions:

2012 2011
Discount rate 3.15% 4.98%
Inflation 1.50% 2,50%
General salary increase 0.25% 0,50%

Total salary increase

1.75% for inflation and
general in crease, plus
promotions and increments

3,00% for inflation and
general increase plus
promotions and increments

Percentage increase in pensions 1,50% 3,00%
Increase of basic insurable earnings 2,00% 3,00%
Mortality table 80% of PA 90 80% of PA 90
During the year under review an amount of € 34.817
(2011: € 144.698) was charged to the total income
statement based on the above actuarial valuation.
Amounts charged to the income statement are
analysed as follows:

2012 201

€ €

Current service cost 87.166 73.191
Interest expense 22.499 21.206
Realized actuarial loss/(profit) (74.848) 50.301
Total recorded to staff cost 34.817 144.698




2012

€

479.131

34.817

17.848
521.796

Defence contribution- current year
Defence contribution—previous years
Charge for the year

The corporation tax rate is 10%.

On the basis of the Income Tax Law article 8 (19) be subject to the Special Defence Contribution,
as from 1 January 2009, the entire interestincome  at the rate of 15% (10% until 30 August 2011). In
of persons is exempted from Income Tax. such cases interest is exempted from corporate
Under certain conditions interest receivable may  tax.




11. Dividends

2012 2011
€ €
Defence Contribution on deemed
distribution of dividends 24.738 20.037
24.738 20.037
Dividends deemed to paid to persons who are residents
of Cyprus for tax purposes are subject to special
defence contribution at the rate of 20% for the years
2012 and 2013 (until 31 August 2011 this percentage
was 15% and increased to 17% for the following time
period and until 31 December 2011).
12. Property, Plant and Equipment
Computers Machinery & Motor Furniture Fixtures Books Total
Equipment vehicles  |& Office Equip.
€ € € € € €
Cost
Balance-
1 January 2011 23.543 48.304 22.844 56.302 4770 | 155.763
Additions - 3.501 - 6.946 - 10.447
At 31 December
2011/
1 January 2012 23.543 51.805 22.844 63.248 4770 | 166.210
Additions 2.264 14.825 - 9.000 - 26.089
At 31 December
2012 25.807 66.630 22.844 72.248 4.770 | 192.299
Depreciation
At 31 December 2011
1 January 2011 16.570 24.826 22.844 35.355 1.694 | 101.289
Charge for the year 2.047 5.181 - 6.325 477 14.030
At 31 December 2011/
1 January 2012 18.617 30.007 22.844 41.680 2171 | 115.319
Charge for the year 2.500 6.663 - 7.224 477 16.864
At 31 December 2012 21.117 36.670 22.844 48.904 2.648 | 132.183
Net Book Amount
At 31 December 2012 4.690 29.960 - 23.344 2122 60.116
At 31 December 2011 4.926 21.798 - 21.568 2.599 50.891




Computer
Software
€

2012

€

5.571
18.029
103.213
126.813

The fair values of fees receivable and other
receivables due within one year approximate to
their carrying amounts as presented above.




15. Cash at Hand and in Cash

Cash at bank and in hand
Short term bank deposits

The effective interest rate on short term bank
deposits was 4.01% ( 2011: 2,06%) and these
deposits have an average maturity between 6
months and 2 years.

Due to the events and developments which took

16. Trade and Other Payables

Trade payables

Clients’ deposits

VAT

Interest on deposits received in advance
Accruals

Special Defence Contribution on deemed
dividend distribution

The fair values of trade and other payables due
within one year approximate to their carrying
amounts as presented above.

17. Other Non Current Obligations

Pension Fund

Deferred obligations for more than a year

18. Tax Receivable

Corporate tax
Special Defence Contribution

2012 2011

€ €

323.527 298.686
7.608.992 6.633.807
7.932.519 6.932.493

place on 29 March 2013, CERAs deposits after
the reporting period were adversely affected. The
negative effects on deposits are described in
note 21 of the financial accounts.

2012 2011

€ €

213 766

- 29.439

- 3.123

30.132 -
22.863 14.625
44.775 20.037
97.983 67.990
2012 2011

€ €
521.796 479.131
521.796 479.131
(521.796)  (479.131)
2012 2011

€ €
(24.778) (24.778)
14.581 14.968
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19. Contingent Liabilities

CERA had no contingent liabilities as at 31 December 2012.

20. Commitments

Commitments for operating leases

The total of minimum future payments for leases in
accordance with non-cancellable operational leases is
as follows:

Within a year
Between one and five years

21. Post balance sheet events

Post balance sheet events are presented in note 3
to the financial statements.

In addition, on the 18 April 2013 the House of
Representatives voted to increase the corporate
tax from 10% to 12.5 % with effect as from 1
January 2013. It also voted to increase the rate
of special defense contribution from 15% to 30%
on interest not arising from the ordinary course of
business or closely linked to it.

On 29 March 2013 the Central Bank of Cyprus
issued a Decree concerning the Laiki Bank and
the Bank of Cyprus, implementing measures for
these two banks under the Consolidation of Credit
Institutions Law of 2013.

CERA's cash at banks affected by the above
measures amounted to € 6.838.112 including
interest at the date of implementation of decisions.
Based on the information available up to the day of
issuing the financial statements for the year ending
31 December 2013 an impairment loss in respect
of deposits in the Laiki Bank totaling € 2.385.802,
under Note 3 will be recognised. According to the
decision on the final percentage of deposits to be
converted into shares in the Bank of Cyprus, from
unsecured deposits at the Bank of Cyprus: a) an

2012 2011
€ €
87.725 102.499
12.888 126.173
100.613 228.672

amount of € 2.114.847, which is 47.50 % will be
converted into shares of the bank, b) an amount
of € 1.665.164 will be converted into three equal
bills of 6 , 9 and 12 months , and ¢) an amount
of € 672.299 will remain available for CERA. As
Bank of Cyprus shares have no market value and
their value at this stage cannot be determined with
reasonable accuracy, the members of CERA are
not able to calculate any potential impairment in
costs on CERA’s cash conversion into equity.
CERA has prepared a projected cash flow for
the next 12 months from the date of signing
these financial statements. Based on projected
cash flows, in December 2013 there will not be
enough cash balances in the funds of CERA to
cover expenses to be incurred by the end of 2013.
In this case, CERA intends to take measures to
increase the cash available by using part of the
funds available for the pension benefits of the staff
of the Office of CERA. In case part of the amount
available for the pension benefits of staff of the
Office of CERA is used, then this is expected to
be covered with the gradual release of CERA
deposits in the Bank of Cyprus and by collecting
the annual charges of CERA at the end of 2013.



OPERATING EXPENSES
Year ended 31 December 2012

Administration expenses

Members remuneration
Staff salaries

Social Insurance

Rent

Common expenses
Presents

Electricity

Water supply and cleaning
Insurance

Repairs and maintenance
Sundry expenses
Telephone

Stationery and Printing
Subscriptions and contributions
Newspapers and publications
Equipment maintenance
Staff training

Examination expenses

for the employment of staff
Computer software
Auditors’ fees —current year
Auditor’s fees —past year
Legal fees

Stamp duties

Overseas travelling

Inland travelling
Irrecoverable VAT
Entertainment

Transport and postage
Advisory services fees
Announcements-Publications

Sundry allowances and representation

expenses
Staff medical expenses
Congresses

Services rendered by third parties

Software amortization
Depreciation

Motor vehicle expenses
Staff pension fund

2012

254.478
366.117
73.921
102.499
2.257
19.045
4.768
1.565
892

543
4.732
25.634
19.039
444
4.740
927

1.534
3.200
15.990
189
53.530
545
16.767
3.487
1.434
28.670
6.294

24.600
27.188
19.457
74.219
1.279
16.864
2.571
34.817
1.214.236

2011

256.782
293.401
64.176
79.872
2.580
437
13.207
5.158
959
4.499
516
4174
19.719
17.239
1.004
1.005
685

8.538
1.015
3.200

700

20.306

76.601
300

12.363
6.038
1.197

73.080
6.901

24.604
19.528
112.584
1.224
14.030
2.824
144.698
1.295.144



Income Defence

Percentage Contribution
€ € cent

Net taxable profit for the year

Estimation of corporate tax Income | Percentage

Tax at normal tax rates:
TAX PAYABLE












