Notice of Annual General Meeting

Chairman’s Statement

Agenda

Dear shareholders,

1.

Submission of the financial statements of the Bank for the year ended 31 December 2008 and the Directors’ and
Independent Auditors’ Reports.

2.

Election of the members of the Board of Directors. The biographical details of the members of the Board of Directors
submitting themselves for re-election are presented on pages 9 to 11 of the Annual Report.

In year 2008 we were faced with probably the most severe financial crisis since the end of 2nd World War, which undoubtedly
has affected the economy and the banking system worldwide. The collapse of large financial institutions, followed by the
crash of the stock markets, and the lack of market liquidity, has led to an international economic slowdown.

3.

Fix the remuneration of the members of the Board of Directors.

4.

Re-appointment of the Independent Auditors and authorization of the Board of Directors to fix their remuneration.

5.

Any other business which can be carried out at an Annual General Meeting.

By order of the Board

Although the Cyprus economic growth shows greater resistance to most of the European countries, the aggressive
pricing policies especially on the deposits site, and the increased competition from local as well as from foreign European
banks operating in Cyprus, has put into trial the profitability of banks and necessitated the review of their objectives and
policies.
Our Bank, following the change in the shareholder structure in February 2008 and within the framework of its strategic
plan for innovative and efficient redevelopment and growth, has created a new, contemporary and dynamic corporate
identity and has been renamed to USB BANK PLC, responding to the new challenges of the continuously changing
financial sector.

Michalis Kleopas
Secretary

Within the framework of timely and effective management, the Bank administers, measures and closely monitors its
exposure to different risks to ensure a constant value to its shareholders. During the year, the Bank has invested in low
risk products and had limited exposure to interbank finance.

Nicosia, 10 April 2009

The Bank’s strong liquidity for the year 2008, with the gross loans to deposits ratio being 80% and the capital adequacy
ratio, as per Basel II requirements, being 11,60%, represent important strategic priorities to the Bank for its future
development and profitability.
Despite the increased competition, both the deposits and the total advances showed an annual increase of 11% and
44% respectively. The customer deposits and other accounts amounted to €448,4 million in comparison to €403 million
in December 2007, while the total advances amounted to €313,2 million in comparison to €217,9 million in December
2007. The further improvement of the quality of the advances portfolio remains a priority. The total provisions for impaired
loans and advances amounted to €44,3 million in 2008 relating to €46 million in 2007 representing a decrease of 4%.
The loans and advances for which interest is suspended were reduced by 8% in comparison to 2007, due to the efficient
monitoring of credit portfolio.
Equity showed an increase of 5% and amounted to €30,9 million in 2008 relating to €29,4 million in 2007. An increase of
4% was achieved in the Bank’s total assets, which amounted to €486,1 million in December 2008 in relation to €468,3
million in December 2007.
The net interest income amounted to €11,2 million in relation to €17,6 million in 2007. This decrease was mainly due to
the lower compared to the prior year, recovery of interest previously suspended from the Bank’s income, as well as to
the continuous reductions of the minimum interest rate for the main refinancing operations of the European Central Bank
(Repo Rate), during the last quarter of 2008.
Despite the increased competition for attracting deposits, the interest expense showed a marginal increase of 3% in
relation to 2007 amounting to €15,4 million.
The total of other income for the year showed a decrease of 9% and reached €3,7 million in comparison to €4,1 million
for the year 2007, mainly because of the loss of income from the Euro adoption as the official currency of Cyprus.
The total administration expenses showed a slight increase of 2% and reached €12,6 million, while the staff costs, which
represent 66% of the above expenses, showed an increase of 9% due to the application of the employment terms of the
collective labour agreement. The total of other operating expenses showed a decrease of 8% and reached €4,3 million
for the year 2008 as a result of the cost reduction efforts.
As a result of the above and despite the unfavourable economic conditions, the Bank maintained its profitability, with the
profit before provisions amounting to €2,3 million in comparison to €9,3 million in 2007 and the profit for the year to €0,6
million in relation to €7,8 million in 2007.
The year 2009 is expected to be a challenging year for the Cyprus economy and for the financial sector with reduced
growth rates. The Management of the Bank takes all the necessary measures to counter act the negative implications of
the financial crisis, with primary focus on the long term growth and disciplined expansion of the Bank’s operations rather
than on the short term profitability.
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Chairman’s Statement (continued)

Report on Corporate Governance

In a period of economic slowdown, the right pricing, the efficient management of credit risk together with strong liquidity
and capital adequacy are key focus areas and are crucial for the Bank’s operation and long term prospects.

Part A

We continuously upgrade our systems and processes in order to provide quality service and products to our customers
but also to improve the Bank’s effectiveness.
The Bank’s new name, noting our legacy, Universal Savings Bank, communicates a new dynamic era for the Bank. A
Bank, which respects its heritage but at the same time glances at the future with drive and professionalism. The Bank
is changing to focus more on client’s needs and to play an active part in their lives, building relationships based on trust
and respect.
The corner stone for the success of the Bank’s strategic plan is its human capital that works with dedication for the
achievement of the Bank’s goals within the current financial environment.
Closing, I would like to thank the former Chairman, Mr. Takis Klerides, the former General Manager Mr. Spyros Episkopou
and the members of the Board of Directors who resigned in 2008 for their contribution to the Board and for their services
to the Bank. I would like to extend special thanks to our clients and shareholders for their trust and support. Our promise
is to apply a reliable and balanced policy aiming always to the creation of additional value to our shareholders and
clients.
Pavlos Savvides
Chairman

The establishment and adoption of the corporate governance principles and the reinforcement of the supervisory role
of the Board of Directors aims at the full transparency over the total administration of USB BANK PLC (the “Bank”), the
continuous servicing of corporate interest and investors, the provision of timely information, as well as the guarantee of
sufficient independence in the Board of Directors decision making.
The Board of Directors recognizes the importance of implementing sound corporate governance policies as a basic
precondition for the creation of value to the shareholders and the community.
In November 2004, the Board of Directors decided to fully adopt all the provisions of the Corporate Governance Code of
the Cyprus Stock Exchange (the “Code”) and in January 2007 adopted the provisions of the revised Code.

Part B
The Board of Directors of the Bank confirms that it has taken appropriate action in order to comply with the provisions
of the Code.
Information relating to the application of the principles and provisions of the Code, are given below:

Board of Directors
Role of the Board of Directors
The Bank is governed and controlled by the Board of Directors as per the provisions of its Memorandum and Articles
of Association.The Board of Directors has mainly the role of setting the strategic objectives and ensuring that these
objectives are achieved, through the application of adequate internal administration and internal control system. The
Board of Directors is responsible for the monitoring and evaluation of the actions and output of the Executive Management
as well as to its conformity with the policies issued.
Areas the Board of Directors is dealing with
■■

Target setting and strategic policy of the Bank.

■■

Preparation of the annual budget and the operational plan of the Bank.

■■

Setting the framework for capital investments and expenditure.

■■

Mergers, acquisitions, and sale of Bank’s assets.

■■

Adoption and application of amendments to the International Financial Reporting Standards.

■■

Monitoring of the substantial transactions of the Bank of any nature, in which the Chairman, the Executive Directors,
member of the Board of Directors, Executive Management, the Secretary, the Auditors, or major shareholders of
the Bank as well as their related parties that hold directly or indirectly more than 5% of the issued share capital of
the Bank or voting rights, have a direct or indirect substantial interest.

■■

Selection, appointment and termination of the services of the Bank’s Managing Director.

■■

Smooth succession of the Bank’s Top Management.

■■

Directors’ retirement policy.

■■

Selection and appointment of Bank’s Secretary.

The members of the Board of Directors are appropriately informed by the Bank about their responsibilities as well as
the responsibilities of their related parties in accordance to the Cyprus Stock Exchange Laws and Regulations, and the
laws, regulations and guidelines of the Cyprus Securities and Exchange Commission. They are also informed about the
responsibilities of the Bank in accordance to the Cyprus Companies Law Cap.113, the Cyprus Stock Exchange and the
Cyprus Securities and Exchange Commission.
For the best possible implementation of their responsibilities as members of the Board of Directors, all the members,
after approval by the Board of Directors, can take independent professional advice with all expenses covered by the
Bank.
All Board members may also receive advice and other services by the Bank’s Secretary.
The Bank’s Board of Directors operates in accordance with the principles of collective responsibility and no differentiation
exists between groups of Directors with regards to their responsibility.
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