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[bookmark: _GoBack]Progress report of
SEDIPES/ KEDIPES up to 31/12/2018

KEDIPES, 100% subsidiary of SEDIPES (ex-Cyprus Cooperative Bank) reports on the governance arrangements and the progress until 31/12/2018 regarding the management of the assets of the ex-Cyprus Cooperative Bank.  

Α. Introduction

On 3/9/2018 the business transfer agreement between the ex-Cyprus Cooperative Bank and Hellenic Bank Public Company Ltd was completed. Through the transaction certain assets and liabilities were transferred to Hellenic Bank, including all customer deposits, most performing loans and bonds held by the ex-Cyprus Cooperative Bank. As part of the transaction 1.100 employees have been transferred to Hellenic Bank which also took control of the branch network. The transaction includes the creation of an Asset Protection Scheme.

Prior to the transaction the Republic of Cyprus provided state aid of €3,6bln which the Republic of Cyprus will aim to recover through the independent and prudent management of the remaining assets of the ex-Cyprus Cooperative Bank as follows:

· Loans with nominal value of €7.371mln
· Immovable property of €681mln and all property in the occupied areas
· Cash and deposits with banks €81mln
· Participation in commercial sector entities and other assets €121mln

The remaining assets, with the exception of participations in cooperative entities, are in the process of being transferred and are managed by KEDIPES.

It is important to note that the List of Commitments towards the European Commission provides that the residual entity will focus exclusively on the management of the assets and will not carry out any other economic activity. The assets and the shares of KEDIPES are pledged in favour of the Republic of Cyprus in relation to the state aid granted, thus the net proceeds from the management of assets will be repaying the state aid. The effectiveness of the management of the assets will also be regularly monitored by the European Commission and the strategy adjusted accordingly. 

Altamira Asset Management (Cyprus) Ltd is from the beginning of the year the servicer of loans over 90 days past due and non-own-use properties. The cooperation with Altamira continues with KEDIPES and according to the List of Commitments it will be reviewed by an independent third-party expert.

The List of Commitments also requires that the management of the residual entity will be carried out by specialized experts in the field of NPL and real estate management. 

Furthermore, a tender is in progress for the selection of an independent advisor who will make recommendations on the legal framework, organizational structure, the strategy of KEDIPES, and the cooperation with the servicer.

B. Cash inflows

Total cash generated from the management of the assets during the first four months of operations are considered, under the circumstances, satisfactory and reached €101,3mln.[footnoteRef:1] [1:  Cash inflows and outflows are based on non audited management information and an approximate allocation of cash movements. Assets as at 31/12/2018 are subject to revaluations.] 


	
	€mln

	Cash inflows from loans
	53,4

	Inflows from performing loans
	25,2

	Inflows from non performing loans
	28,2

	Cash inflows from property management and other services
	47,9

	Inflow from property sales
	37,4

	Inflows from rentals
	1,4

	Services and other inflows
	9,1

	Total cash inflows
	101,3



Cash generated during the period until 31/12/2018 benefited from:

· Annual instalments of performing loans, mainly municipality loans.
· Settlement of property sale receivables regarding property transactions carried out before the transaction with Hellenic Bank.
Cash generated during the period until 31/12/2018 was adversely affected by:

· The temporary freeze of the implementation of loan restructurings and of the transfer of the loans to KEDIPES due to the loss of the banking license by SEDIPES. Loan repayments and settlements continued uninterrupted. Following the recent licensing of SEDIPES as a credit acquiring company, the implementation of restructurings has commenced and notice for the transfer of loans to KEDIPES has been provided, in accordance with the sale of loans law.
· The operating challenges arising from the transaction with Hellenic Bank.



Cash collections of loans by type of customer are:

	
	€mln
	%

	Private individuals
	31,9
	60%

	Companies
	4,7
	9%

	Municipalities and Government Organisations
	16,8
	31%

	Total
	53,4
	100%



Property sales during the period are:

	 
	No.
	€mln
	%

	Land
	68
	9,30
	48%

	Commercial properties
	23
	3,10
	16%

	Residential properties
	 65
	7,10
	36%

	Total
	156
	19,5
	100%



Cash collected from property sales is significantly higher than sales during the period due to settlement of property sale receivables regarding property transactions carried out before the transaction with Hellenic Bank.








C. Cash Outflows

Total cash outflow recorded during the period reached €90,0mln.

	
	€εκ

	Operating expenses
	34,0

	Servicer fees
	11,3

	Staff expenses
	7,7

	Other expenses
	15,0

	Settlement of liabilities
	56,0

	Voluntary redundancy scheme
	43,5

	Agreement with Hellenic Bank
	6,6

	Other liabilities of ex-CCB
	5,9

	Total cash outflows
	90,0



The operating expenses of KEDIPES mainly relate to the cost of the Servicer (Altamira Asset Management Ltd) and staff costs. 

During the reported period, the settlement of liabilities relates mainly to the first installment of the voluntary redundancy scheme which is a non-recurring cost. The second and the third instalments are payable in June and December 2019.

The staff of KEDIPES as at 31/12/2018 is 289 while a further 242 staff of Altamira is staff of the ex-Cyprus Cooperative Bank. In addition, 98 staff under the voluntary redundancy scheme are employed on a temporary basis to ensure the smooth transition of operations and support to Hellenic Bank, which will be provided on the basis of the transitional servicing agreement until November 2019. 

The liabilities undertaken by KEDIPES include the compensation for the voluntary redundancy scheme which will be settled in three instalments, the obligations arising from the business transfer agreement with Hellenic Bank including the Asset Protection Scheme, which was initially estimated at €155mln, and all other liabilities of the ex-Cyprus Cooperative Bank. 







D. Cash position and assets under management

Based on the cash inflows and outflows above, the cash position on 31/12/2018 was €92,0mln:

	
	€mln

	Cash balance 3/9/2018
	80,7

	Surplus of cash inflows over operating expenses
	67,3

	Cash inflows from the management of assets
	101,3

	Operating expenses
	-34,0

	Settlement of liabilities
	-56,0

	Cash balance 31/12/2018
	92,0



The surplus funds from the management of the assets will be gradually repaying the state aid.

The assets under management as at 31/12/2018 are:

· Loans with nominal value of €7.402mln

	
	€mln
	%

	Private individuals
	5.957
	80%

	Companies
	1.176
	16%

	Municipalities and Government Organisations
	269
	4%

	Total
	7.402
	100%



	
	€mln
	%

	Non performing loans
	6.887
	93%

	Performing loans
	515
	7%

	Total
	7.402
	100%



· Immovable property €658mln and property in the occupied areas
· Cash and balances with banks €92mln
· Participations in commercial cooperative companies and other asset €100mln
 
KEDIPES will be providing periodic progress updates regarding the management of the assets of ex-Cyprus Cooperative Bank.
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