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Message from the Chairman

The year 2017 proved to be somewhat troubled, given the ongoing economic and financial fragility of the country.

Thefinancial sector whichis central to the financial and economic development of the country was no differentin sho-
wing signs of some difficulties, inline with the country’s economic situation. The major difficulty had to do mainly with
foreign exchange operations with constant foreign exchange quantitative restrictions, whichis understandable given
that theoil priceis stillbelow the desirable.

Since the financial systemis the engine of the country’s economy, it must be given alot of attention asitis through
that system that the economic policies such as monetary, foreign exchange and fiscal, areimplemented.

Inour view, measures that avoid structuralimbalances of the financial system should be further pursued; thusitis
necessary to avoid big concentration of a smallnumber of large banks as well as smallbanks must not be forcedinto
“mergers” which might not bring benefits to the country’s economy. With the creation of smallbanks the populationis
provided with a grater offer of banking services andbetter customer service. The trend towards the protection of policies
aimed at maintaining alimited number of large banks, that is, the formation of financial oligopoly, is prejudicial mainly
from politicaland social point of view.

Throughout 2017, the BCH encountered various problems but due to our employees’ determination we managed to
maintain our mainratios and evenimprove some of them, presenting very positive levels.

Infact, the net profitin 2017 reached 4 billion Kwanza which compared to 2016, is anincrease of 51%. The net interest
income grew by about 75%, Tier 1plus Tier 2 capitalincreased by about 62%, and assets by about 48%.

The solvency ratio as at 31December was 142%, when the minimum requiredis 10%.

Short-termliquidity levels, as well as medium- andlong-term liquidity levels are very acceptable. Thatis, the BCH
continues to maintain good economic and financial health, showing financial stability and very healthy capital structure.

Throughout 2017, the BCH:

- took appropriate measures toimprove internal controland governance;

- materialised fulladoption of the International Financial Reporting Standards (IAS/IFRS);

-reinforced the adequate measures to combat money laundering and terrorist financing;

-implemented effective risk management processes;

-implemented check clearing system which reduced the operationalrisk inherent in the clearing process.

-hasbeenimplementing rules and regulations related to Risk Management, focusing mainly on management of own
fundsand solvency.

Nonetheless, we believe that despite arather reasonable 2017, the expectations for 2018 are not very encouraging,
asreal GDP growth willbe practically insignificant. Theinflationrate will continue torise although at a decreasing rate. We

donot foreseeimprovement in the foreign exchange situation either, namely with regard to currency distribution criteria.
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Thatis, direct sales from the line ministries and the BNA itself will continue in terms of sale of foreign currency toindivi-
duals.

We are concerned and worried as we fear the ongoing "legislative pressure” that has been suffocating the financial
system, as wellas apossibleincoherencein the hierarchization of laws which may conflict with the free competitionlaw.
Another matter of concernis the eventual “import' of foreignlegislation as it may prove to beinappropriate to our eco-
nomic, social and legal structure. Furthermore, the serious delays or even the continued inertia of our legal system are
disturbing, with regard to the execution of collaterals provided by borrowersin breach of loanrepayment.

Nevertheless, in such scenario, BCH will follow its own path, supporting the country’s economy, keeping strong and
growingin a sustainable manner, by maintaining its ratios within acceptablelevels.

Inayear of adversities, we express our deep appreciation and gratitude to our employees for their dedication and
commitment.

A very special thank you goes to our customers for their loyalty, whom we promise that we will further improve our
service quality.

We also thank our shareholders for their vote of confidence regarding the implementation of the outlined management

policies.
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Macroeconomic Background

International Economy

Global economy in 2017, according to the International Monetary Fund (IMF)1is estimated to have grown by 3.6%. This
isa0.4%increase as compared to 2016, a year in which the lowest growth percentage was recorded since the financial
crisis (3.2%).

Global growth rate (%)

Economies Global GDP
Structure(%) 2015 2016 2017+ 2018
World Output 100 34 3.2 3.6 37
Advanced Economies M3 21 17 2.2 2
United States 15.3 2.6 16 2.2 23
Euro Area 131 2 17 21 19
Germany 33 15 18 2 18
Spain 14 32 32 3.1 25
France 22 13 12 16 1.8
Italy 18 0.8 0.9 15 11
Portugal 0.2 16 14 25 2
Japan 43 12 1 15 07
United Kingdom 23 22 18 17 15
Emerging Market and Developing Countries 58.7 4.2 4.3 4.6 4.9
BRICS 319 1.9 2 33 3.6
Brazil 26 -38 -36 0.7 15
Russia 31 -2,8 -0,2 18 16
India 73 8 71 6.7 74
China 18.3 6.9 6.7 6.8 6.5
South Africa 0.6 13 0.3 0.7 11
Nigeria 0.6 2.7 -16 0.8 19
Sub-Saharan Africa 3 34 13 26 34
SADC 12 3.4 24 3.4 3.4

growth of about 2.2%. This growth compensated for the economic slowdownin other advanced economies, such as
the United Kingdom whichin 2016 grew by 1.8% andin 2017 is expected to have grown by 1.7% down by 0.1%.
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With regard to the emerging market and developing economies, a 4.6% growthis believed to have taken place, up by
0.3% as compared to 2016. Chinahas maintained a strong growth rate of about 6.8%, as well as Russiarecoded a1.8%
growth, after a0.2% declinein 2016.

Sub-Saharan Africa may have reversed the economic slowdownintheregion andis expected to have grown by 2.6%
in2017. The same projections point to a similar trendin the economies of the countries comprising the Southern African
Development Community (SADC), reversing the weaker growth rates recordedin 2016, with estimated growth pick up
of 3.4%in2017.

However, despite the growth, there are still risks associated with possible rise of interest rates by the U.S Federal reserve
and geopolitical tensions betweenthe U.S.and North Korea.

Inthe energy commodities market, the Organization of the Petroleum Exporting Countries has kept its promise toreduce
oil prices, however thereis stilla global surplus. Accordingly, oil production reached 32.6 million barrels per day in June
2017.Nevertheless, the average price for abarrel of Brent oil at the end of 2017 was USD 55, higher than theinitial forecast
of USD 37/Barrel.

Onthe other hand, regarding food commodities, the Food Commaodity Price Index is expected to have gone up by 3.39%.
With the aforementioned recovery of the prices of major commodities, more precisely oil prices and prices of other com-
modities, inflationis also expected toincrease worldwide.
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Macroeconomic Background

Angolan economy

Forecasts for growth of the Angolan economy in 2017 continued to be adversely affected by the low prices of energy
commodities, and especially, oil prices. Inthisregard, and despite the initial growth perspectives of 2.1% for 2017, based
onal8%anda?2.3% growth of the oiland non-oil sectors, respectively, the most recent projections point out a slower
than expected growth of about 1.5%.

GDH growth rate in Angola

Projection
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Source: International Monetary Fund, 2017

Inthis context, forecasts are for anegative growthrate of 0.5% of the oil sectorin 2017 whichis due to adeclinein the il
production,downto1.74 millionbarrels/day. On the other hand, the non-oil sector with perspectives evenless discou-
raging thaninitial estimates, grew by 1.9% whichis animprovement of 0.7 p.p. This performanceis aresult of the expected
dynamisminthe energy sector (40.2%),agriculture (4.4%), fishing (2.2%) andin the constructionindustry (2.2%).

Astotheinflationrate, according to data from the State Budget Proposal for 2018, it rose to recordlevels of 41.9%. This

inflationary chock was aresult of shortage of goods, namely food and medicines.

According to IMF data, theinflationratein September 2017 was 23.4%. This changein theinflation rate stands for are-
duction of 11.96 p.p.in comparison to September 2016 and 4.42 p.pinrelation to the previous quarter. This downward
trendininflationis due to the repositioning of the economic agents in the light of oil price and foreign exchange adjus-
tments. This exchange rate adjustment had as main objective stabilization of imports and replenishment of stock interms
of food and medicines.
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However, the constant devaluation of the Kwanzain previous years causes prices of imported goods to go up, thus hur-
dling theimport of raw materials. In this sense, in 2017 this factor willhave beenlinked significantly toinflation, due to
rising cost of imports.

Inflation Rate
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Source: International Monetary Fund, 2017

Interms of macroeconomic policies, the fiscal policy inthe last few years has contributed to the objective of consolidating
the non-oil primary deficit. To that end, considering the current high expenditure levels and existing difficulties innon-
oilrevenue generation,in 2017 the government aimed at reducing current spending and strengthening non-oil fiscal re-
venues. Tax revenue totalled AKZ 853,890.97 million, 62% of whichis oil revenues.

As for the AKZ/USD exchangerate, in the primary market, there was a 68% depreciation between 2013 and 2016.1n
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2017,imbalances of exchange rates prevailed, despite the sale of currencies and maintaining the currency peggedto the
US dollar.In this sense, and although the nominal exchange rate depreciated, in real terms the national currency had been
undergoing appreciation due to significant inflationary pressures. The Kwanzaremained stablein the primary market,
depreciatedin the secondary market of notes and currencies, but appreciatedin the bureaus de change (1.2%). Inthat
way, the official AKZ/USD exchangerate as at 31December 2017, stood at 165.924.

Average Exchange Rate l

AKZ/USD
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Source: Economist Intelligence Unit (EIU)
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Macroeconomic Background

Legal framework

Regulations approved by the BNA in 2017

Instrument Subject Publication In force since
Directiven’ 08/DMA/2017 Markets gsﬁ t:tS: Irriirest rates on the Marginal Lending Facility and Deposit Facility 12-12-2017
Instructionn®06/2017 Monetary policy Mandatory reserves 01-12-2017
Instruction n®05/2017 Foreign Exchange policy QZ?:'JEE? [?f !Ir1os/t5%§]t5ion n“12/15and points 4.14, 415, 4.16 & 4.1.7 of 01-12-2017
PoymentSystems  [meeE o ihe ecutnftnsfers magemitces n Aol g7y 200
Noticen®08/2017 Payment Systems Classification of Subsystems 07-1-2017
Noticen® 07/ 2017 Payment Systems Provision of Payment Services 07-1-2017
Noticen® 06/2017 Payment Systems Service levels, real time operation 10-07-2017
Notice n®05/2017 Supervision Regulation of payment cards and ATM network 10-07-2017
Notice n®04/2017 Supervision Foreign Exchange regime on Export of goods 28-06-2017
Directiven®02/DMA/2017 Markets BNA Baseinterest rate —BNA rate 30-05-2017
Directive n° 01/DMA/017 Markets re)/lsggr;r;illl;:nding Facility (FCO) and Deposit facility (FAO); Interest rate on 30-05-2017
Notice n°03/2017 Monetary Policy Commission exemption for minimum banking services 30-03-2017
Instructionn® 04/2017 Supervision Export Operations; Regulation of Foreign currency transactions 27-03-2017
Notice n® 01/2017 Supervision Provision of information on prudent limits for large exposures 03-02-2017
Instructionn®03/2017 Supervision Stress Test 30-01-2017
Instructionn®02/2017 Supervision Control limits 30-01-2017
Instructionn®01/2017 Payment Systems Cheque writing, subsystems of clearance and settlement 10-01-2017
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Macroeconomic Background

Future Perspective

The exchange rate devaluation and current inflationary pressures could have anegativeimpact on private consumption,
which could, according to The Economist Intelligence Unit, affect the expected economic growth of 1.6%in 2018. However,
asthe country continues to adjust to thelow oil prices, the real GDP is expected to grow by 2.5% on averageinthe 2019-
20 period, accounting for aslight pickup in public consumption and despite an expected economic slowdowninthe U.S.
in2020. According to forecasts for 2021-22, the average GDP growth couldreach 2.9%, given that the expectedincrease
of the oil prices throughout that period of 4.7%/ year takes place.

If theinflationary pressure already mentioned persists, the devaluation of the Kwanzais alikely reality. Thereis however
apackage of measures that has beenimplemented to combat inflation, such as price limits for basic goods and anew
tax and customs regime to come into force in the first half of 2018 which will reduce taxes onimported goods thus im-
pacting positively andrestrictively the growing inflation from previous years.Nevertheless, the continuous devaluation
of the Kwanza against the US dollar willincrease the cost of many imported goods, which could reduce theimpact of the
above mentioned measures. Also according to The Economist Intelligence Unit the averageinflation rate for 2018is pro-
jected at 25.9%.

Asfor theforeigh exchange policy, the BNA announced thatin 2018 it willadopt a more flexible strategy, by promoting
more auctions with the commercialbanks. Onthe other hand, the decision to put anendto the old peg to the U.S. dollar

may help to take some pressure off international reserves, although those remain well above minimum prudent levels.

Interms of exports andfollowing the abrupt fallbetween 2014 and 2016 due to the decline of oil prices, arecovery is ex-
pectedin 2018, reflecting somewhat stronger prices, although still below the peakin 2012-13. Theimports may also re-
versethetrend, reflecting a slightincrease in government-led capitalinvestment on the basis of more favourable oil pri-

ces, despite of the strong depreciation of the Kwanza which willmost probably continue to limit consumer demand.
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Vision, Mission and Values

Vision

Mission

Values
7

=
Sy

3 BCH Banco Comercial do Huambo

The BCH's visionis to be areference bankin terms of provision of ser-
vices to the Customer and prudent management of the Institution.

*

Our missionis to offer banking and financial products and services of
enhanced quality to our Customersin order to create and distribute va-

lue to Customers, Employees, Partners and Shareholders.

*

The six fundamental values at the core of the BCH's culture are:
1.Integrity, by acting with honesty, loyalty and commitment;

2. Confidence andtransparency, by acting with truthfulness and clarity;
3. Teamwork — we believe that collective effort is the best way to
achieve our goals;

4.Rigour, by acting with professionalism, technical competence and
diligence so as to achieve higher levels of quality and efficiency;
5.Equality, by acting with courtesy and complying with the principles
of non-discrimination, tolerance and equal opportunities.
6.Soundness, by acting prudently in managing therisks and the sta-
bility and soundness of the Institution.

*
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O BCH

Corporate Structure and Shareholder Structure

Corporate Structure

The Board of Directors comprises a Chairman and two Directors.

General Meeting of Shareholders -Board

Chairman Alexandra Teodora da Conceicdo Cruz Martins
Deputy-chairman Maria Helena Miguel
Secretary Regina Luisa Lagos Fernandes dos Santos Nulli

Board of Directors

Chairman Natalino Bastos Lavrador
Director Salim Abdul Valimamade
Director Cristiana de Azevedo Neto Lavrador
Audit Committee
Chairman UHY - A. Paredes & Associados - Angola
Deputy-chairman Mario Silva Castelo Branco
Deputy-chairman Francisco Miguel Paulo

Shareholder structure

AsatDecember 2017,BCH’s capital was ownedby 5 shareholders, as follows:

Shareholders Interest
Natalino Bastos Lavrador 51.5%
Valdomiro Minoru Dondo 20%
Antonio Mosquito 20%
Sebastido Bastos Lavrador 55%
Carlos Saturnino Guerra Sousa e Oliveira 3%
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O BCH

Corporate Structure and Shareholder Structure

The Board of Directors comprises a Chairman and two Directors.

Commercial Control &
Coordination

BOARD O F Administration Services
DIRECTORS

Risk Committee Credit Committee
................... .
Nomination, evaluation &
remuneration committee Investment Committee
................... @ rrreereesenees
Internal Audit Compliance
R cenmaneen C @ e Cernnneen .
Risk Management Legal Department

,----. ......... ,. ............. ’. .............. -’ ................. ,. ----- ----------.’ ................... ... ................ , ................ ... ........ mmnnas
: : : : = FINANCIAL  ORGANIZATION & : : :

: COMMERCIAL : CREDIT = OPERATIONS H éf;ghj:\,\“gNG : DEPARTMENT & : COMPLAINT H (S;ES\EIRCIAE; H :ILEJQAOALTRCES H g\‘\fso‘rimAsTION

: : : : I MARKETS * MANAGEMENT : : :

Branch D £ ) ) ) Int I ) . .

Network Assessment omestic Accounting Financial Markets nterna Patrimony Payroll processing  Service Desk
— market Regulations

Corporate ) Treasury Transport Hiring & Training Systems and
‘=orporate _ Follow-up International Budget Control Statistics communications
Marketi Market - Document Personnel -
Marketing___ Recovery Planning Complaint Management Management Operations

Brokerage Management
Litigation Inventory

Applications
Managemet
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Activity in 2017

Key Indicators

Indicators

Total Assets

Credit to the Economy

Loans and advances to customers
Loans and advances to the Government
Customer Deposits

Tier 1plus Tier 2 capital

Net operating Income

Net Interest Income

Net Profit

Financial Ratios

Cost to Income ratio
Loan/deposit ratio
Solvency ratio

Return on total Assets (ROA)
Return on Equity (ROE)
Overdue loans/Total loans

Provisions/overdue loans

Business Development
No of Brances
No of Employees

Customers

Inthousands of Kwanzas

+1 under way

New Branches

In 2017 the opening of new bran-
chesdid not take place. However, in
2018 the Bank intends to continue
to expandits commercial network
withthe opening of abranchinthe

province of Luanda.

2015

12 476 613
2845209
430 212

2 414 997
6 882 588
4542 302
3956735
536 304
221227

2015
21.84%
6.25%
133.97%
17.72%
48.19%
122%
31.25%

2015
4

40
7773

Teamreinforcement
Attheendof 2017,theBank had 57

employees, 12 more thanin 2016.

2016

19 884 153
9 865 808
236 196
9629 613
1776 185
6523 678
4181966
1032519
2651952

2016
17.74%
2.14%
154.22%
13.34%
37.77%
2.84%
21519%

2016

5

45

10 556

+26.8%

3 BCH Banco Comercial do Huambo

2017

29 434 949
22300 510
18 373
22182138
15728 826
11519 968
5891275
1814 443
3477270

2017
60.56%
0.80%
151.88%
16.74%
28.97%
3.00%
594.79%

2017
5

54
14172

b3 <3

Customer Growth

Var."15-"16
59.37%
246.75%
45.10%
298.74%
7110%
43.62%
5.69%
92.52%
19.93%

Var. "15-'16
-18.77%
-65.76%
15.12%
-24.72%
-21.62%
132.79%
588.61%

Var."15-"16
25.00%
12.50%
35.80%

+34.3%

Var.16-"17
48.03%
126.03%
49.88%
130.35%
33.56%
76.58%
40.87%
75.73%
3112%

Var.16-"17
241.38%
-62,62%

-152%
25.49%
-23.30%
5.63%
176.40%

Var.16-"17
0.00%
20.00%
34.26%

The number of customersin 2017

increasedby 3,616 andreacheda
totalof 14,172 as at 31December

2017.
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Activity in 2017

Business Development

Total Assets
In2017,BCH accounted for anincrease of about
48%in Total Assets, whichreflects the growthin
activity andin deposits.
2017

29,366,616

2016
19,885,756

2015
12,477532

Amountsinthousands of Kwanzas

NetInterestIncome

In2017,the Bank’s net interestincomerose by
74%, standing at AKZ1,804,85 thousand onba-
lance-sheet date.

2017

1,804,585

2016

1,087,571

2015
536,304

N
=4
&)

Amountsinthousands of Kwanzas

ROE andROA

Returnonequity fell .45 p.p.from 37.77%in 2016
t036.32%in2017.0Onthe other hand, returnon
assetsincreased 0.3 p.p.from13.34%in 2016 to
13.64%in 2017.

(/

2015 2016 2017

== Returnon Assets (ROA)
—e— Return on Equity (ROE)

Loans and advances to Customers

Similarly to 2016, theloans and advances to cus-
tomers declined once againin 2017 and fellby
51,54%,amounting to atotal of AKZ 112,283 thou-
sand.

2017
112,283

2016
231,697

2015
419,468

Amountsinthousands of Kwanzas

Customer Deposits

In 2017, the amount in customer depositsincrea-
sedfrom AKZ 11,776,185 thousandin 2016 to AKZ
15,728,8261in 2017. Thisincrease of 34%alsore-
flects the expanded customer base of BCH.

2017
15,728,826

11,776,185

6,882,588

Amountsinthousands of Kwanzas

Solvency Ratio

The Bank maintains high financial soundness, on
thebasis of the formuladefinedin art.1of Notice
N.°05/07 of September 12 thisratio at the end of
20177 stood at 142.32%, a percentage well above
the minimum requirement of 10% set by the Na-
tionalBank of Angola.

2015 2016 2017

—eo—  Solvency Ratio
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Activity in 2017

Business Development
Net Profit Tier 1plus Tier 2 capital
TheBank’s net profit amounted to AKZ 4,004,677 In2017,0wn Funds stood at AKZ 10,557,116 thou-
thousand, anincrease of AKZ 1,344,105 thousand sand,up by AKZ 4,033,438 thousand asignificant
incomparisonto 2016. increase of 61.83% on 2016.
2017 2017
4,004,677 10,657,116
2016 2016
260,572 6,523,678
2015 2015
221,227 4,542,302
Amountsinthousands of Kwanzas Amountsinthousands of Kwanzas
Administrative Costs

In2017,the Bank's cost structure accounted for a20.5% increase in comparison to 2016. The main administrative cost

items are personnel costs up by about 27.9% and utilities costs whichrose 24.7%.

Administrative Costs 2015 - 2017

Indicators 2015 2016 2017 Var. "15-"16 Var. "16-"17
Administrative costs 548 291 861135 1037 759 57.1% 20.5%
Staff Costs 215 810 302204 386 422 40.0% 27.9%
Third-party Costs 266 291 449 966 560 961 69.0% 24.7%
Amortisations and Depreciations 31588 33483 90 376 8.4% 169.9%
Other 34 602 75 698 0 118.8% -100.0%

!E 343 cosoperivg e - Je— 5,467
asat 31December 2017 (o] LuandaandHuambo Cards incirculation

POS ATMs Debit Cards

Attheendof2017,theBankhada BCHhas eight ATMs available to In2017,theBank had onaverage1

totalof 343 POS whichisalsoare- the public, five of which strategi- cardfor every 3 customers. The

flexion of the 34.3%increase of its cally placedindifferentlocationsin number of Private and Corporate

customer basein2017. Luandaandthreeinthe province of Customers with accessto cards
Huambo. was 5,381and 86, respectively.
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Activity in 2017

Risk Management

The Bank having already implementedits Risk Management System on the basis of the 3 Lines of defence model con-
solidatedin 2017 the processes associated withits control functions- Risk, Compliance and Internal Audit, as well as the
interaction and coordination between these areas in order to ensure adequacy, strengthening and operation of theBank’s

internal control system, seeking to mitigate therisks according to the complexity of the business.

Inthis way, the Risk Management Functionis responsible for developing practices which permit theidentification, quan-
tification, control, monitoring and reporting of the different types of risks of relevance andinherent to the BCH's activity,
namely operationalrisk, credit risk and financial risks with the purpose of protecting the Bank''s capital and maintaining
its solvability. Itis also responsible for the design, development, monitoring and update of the risk management models
which allow for the correct identification, evaluation and control of risks associated with the Bank's activity, in order to
ensure that they remain at levels consistent with the profile and degree of risk tolerance (Risk Appetite) defined by the

Board of Directors.

The year of 2017 was a year of consolidating the activities carried out by this function, formally createdin 2016. Currently,
inadditionto theregulatory reports required by the BNA, the Risk Management function has been broadeningiits vision
onrisk management by using not only the tools required by the BNA but also complementary internalmaps,important
for the decision-making by the Board of Directors. In this way, during 2017 the following internally developed maps were

submitted to the Board of Directors:

o Credit Risk Indicators — analyses credit exposure and its breakdown by branch and segment, as well as credit

concentration;

e ALMtool —analyses aset of indicators of liquidity risk, foreign exchange risks andinterest rate risk and assigns

alevel of risk associated with eachindicator value.
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Activity in 2017

Astothe Compliance function, likewise officially independent in 2016, it also consolidatedin 2017 the efficiency and effec-
tiveness of the tasksit was assigned with. The following tasks are part of the scope of activities carried out by the Com-

pliance function:

© Monitor the commercial network as to the acceptance of customers, performance of certain operations or sale

of products and services.

e Ensure the compliance of produced and reported information with applicable laws and legislation, mainly from
the BNA.

® Ensure compliance withthe Bank's code of ethics/conduct ina comprehensive manner.

o Evaluate theimpact of regulations onthe businessin order to better understand theinvolvedrisks against the

cost effectiveness of necessary alterations to processes/systems/products.

e Participate proactively and preventively in the approval of risks for new products/processes andrespective al-

terations.
® Define mechanisms to detect evidence of unauthorized financialintermediation or fraud.
e Establishmeasures to prevent and combat market abuse, money laundering and fraud.

Giventheimportance of topics related to Prevention of Money laundering (PBC) and Counter Terrorism Financing (CFT),

the Compliance function performs the following important tasks:
® Monitoring of internal and external customer lists;

o Analysis of Anti-Money Laundering (AML) forms.
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Activity in 2017

® Analysis and approval of account opening;

e Ensure the adequacy of internal rules and procedures for the prevention of money-laundering and combating
terrorist financing (PBC/CFT);

® Follow-up of national operations and abroad;

© Monitor the commercial network as to the acceptance of customers, performance of certain operations or sale

of products and services.

® Serve as aliaison between the Bank and the PBC/FT authorities, for the resolution of any internal or external
issuesrelatedtoPBC/FT.

e Contribute toknowledge sharing in PBC/CFT matters.

Lastly, with regard to the Audit function, fully-functioning since 2014, it continued to carry out its activity inaccordance
withtheInternal Audit Strategic Plan defined for the triennium 2016 to 2018 and aligned with the BCH's global strategy.

ThelInternal Audit Function carried out the envisaged Business Plan which was prepared on the basis of risk assessment
criteria. The activities carried out included audit actions performed on the commercial network, business processes,

back-up processesandIT.

Throughout 2017, 15 audit actions were performed, with audits being carried out for the first time on control areas such

as the Compliance function.

Finally, the Internal Audit function also ensured the follow-up of theimplementation of the recommendations and other
risk exposure mattersidentifiedinits reports. Without prejudice to other means of follow-up, an Activity Reportis sub-
mitted annually to the Board of Directors and periodically follow-up reports on the recommendations of the audit actions

which havebeen approved by management.
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Perspectives for 2018

Considering the globaleconomic environment, the perspectives for growth of the African economy andin particular the
Angolan economy, the Bank's strategy continues to be one of focus on sustained growth, ensuring a flexible structure
which allows afast and efficient response to the demanding business and regulatory challengesin the financial sector.
Inthat way,in 2018, BCHis committed to:

e Continue to offer a structure of differentiated financial products which can continue to meet the needs of our

customers;
© Maintain the commitment to the Bank's sustained growth while preserving the profit margin;
® Expand the commercial structure with the opening of atleast one new branchinLuanda;

e Further develop the business and create value for the customer through a closer commercial follow-up with

the help of the Commercial Coordination & Control department establishedin thelast quarter of 2017,

e Continue to focus on strengthening its Control functions (Risk Management, Compliance and Internal Audit) by
continuing theimplementation of good practices in this area andimproving the efficiency and effectiveness of in-

ternal processes, so at to comply with regulatory requirements in force;

® Monitor andimplementinarigorous and effective manner allregulatory changes applicable to the financial sector
andtheBank;

® Further commit to the definition and execution of training plans that reinforce the qualification of our employees
and maintain the high levels of motivation of our teams.
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Proposed Appropriation of Profit

Key indicators
The profit after taxin 2017 of AKZ 4,004,677 thousand willbe appropriated as follows:

10%toLegal Reserves;

Theremainder, toincrease Retained Earnings.

The Board of Directors
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Financial Statements

Income Statement as at 31December 2017 and 2016

Banco Comercial do Huambo, S.A.

Income Statement
as at 31December 2017 and 2016 (pro forma)

(thousands of Kwanzas)

31.12.2016
Notes 31.12.2017
(pro forma)

Interest and similar income 4 2 084 188 1214 258
Interest and similar expense 4 (279 603) (176 687)
Net Interest Income 1804 585 1037 571
Fee and commission income 5 2 600 644 2 568 820
Fee and commission expense 5 (158 799) (100 389)
Income from foreign currency transactions 6 1636 146 681016
Other income(expense) 7 99 997 (28 649)
Net Operating Income 5982 573 4158 369
Staff Costs 8 (386 422) (302 204)
Utilities and Contracted services 9 (560 961) (449 966)
Depreciations and Amortizations for the year 17e18 (90 376 (33 483)
Provisions net of write-offs 23 - (21917)
Impairment losses on loans, net of reversals and 15 (9 466) 259 456
recoveries
Profit before tax 4 935 348 3610 255
Tax expense

Current 19 (932 405) (945 988)

Deferred 19 1734 (3 695)
Profit for the year 4 004 677 2 660 572
Average number of issued ordinary shares 3000 000 3000 000

Basic earnings per share (in kwanzas) 25 1335 887

Diluted earnings per share (in Kwanzas) 25 1335 887

The accompaning notes are an integral part of these financial statements
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Financial Statements

Balance sheet as at 31December 2017 and 2016

Banco Comercial do Huambo, S.A.

Balance Sheet
as at 31December 2017 and 2016 (pro forma) and at 1January 2016 (pro forma)

(thousands of Kwanzas)

31.12.2016 01.01.2016
Notes 31.12.2017
(pro forma) (pro forma)

Assets

Cash and balances at central banks 10 3919 921 6 915798 7343109
Deposits with other banks i 779 167 2259098 1918783
Loans and advances to banks 12 1382778 - -
Available-for-sale financial assets 13 43 656 43 568 43568
Investments held to maturity 14 22171931 9630 283 2414997
Loans and advances to customers 15 112 283 231697 419 468
Non-current assts held for sale 16 6 221 6 221 -
Other tangible assets 17 732213 741734 245384
Intangible Assets 18 110 616 - 26662
Current Tax assets 19 - 26 135 10008
Deferred tax assets 19 1253 - 3214
Other assets 20 106 577 31222 52339
Total Assets 29 366 616 19 885 756 12477532
Liabilities

Deposits from central and other banks 21 30 948 8 234 27916
Customer accounts and other borrowing 22 15728 826 11776 185 6882588
Provisions 23 21917 21917 8417
Current tax liabilities 19 883 557 945 989 -
Deferred tax liabilities 19 - 481 -
Other liabilities 24 1674 855 mn4a 977 660
Total Liabilities 18 340 103 12 863 920 7896 581
Equity

Share capital 25 3000 000 3000 000 2265249
Other Reserves and Retained Earnings 26 4 021836 1361264 2315702
Proft 4004 677 2660 572 -
Total Equity 11026 513 7 021836 4580951
Total Liabilities and Equity 29 366 616 19 885 756 12477 532

The accompaning notes are an integral part of these financial statements
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Financial Statements

Statement of Comprehensivelncome as at 31December 2017 and 2016

Banco Comercial do Huambo, S.A.

Statement of comprehensive income
for the years ended 31December 2017and 2016 (pro forma)

(thousands of Kwanzas)

31.12.2016
Notes 31.12.2017
(pro forma)
Net profit for the year 4004677 2660572
Other comprehensive income - -
Total comprehensive income 4004677 2660572

Statement of changes in equity as at 31December 2017 and 2016

Banco Comercial do Huambo, S.A.

Statement of changes in equity
for the years ended 31December 2017 and 2016 (pro forma)

(milhares de kwanzas)

Other Reserves and Retianed Earnings

Other Resultado
Total do capital
Share Capital Reserves and liquido do
Legal Freserve Sub-total proprio
Retained exercicio
Earnings
Balance as at 1January 2016 2265 249 221122 2094 580 2315702 - 4 580 951
Appropriation of net profit from 2015
Dividend distribution - - (219 687) (219 687) - (219 687)
Increase of share capital 734 751 - (734 751) (734 751) - -
Comprehensive income for the year - - - - 2660 572 2660 572
Balance as at 31December 2016 3000 000 221122 1140 142 1361264 2660 572 7 021836
Appropriation of net profit from 2016
Transfer to legal reserve - 265 196 - 265 196 (265 196) -
Transfer to retained earnings - - 2 395 376 2 395 376 (2 395 376) -
Comprehensive income for the year - - - - 4004 677 4 004 677
Balance as at 31December 2017 3000 000 486 318 3535518 4 021836 4 004 677 11026 513
The accompaning notes are an integral part of these financial statements
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Financial Statements

CashFlow Statement as at 31December 2017 and 2016

Banco Comercial do Huambo, S.A.

Cash Flow Statement
for the year ended 31December 2017 and 2016 (pro forma)

(thousands of Kwanzas)

31.12.2016
Notes 31.12.2017
(pro forma)

Cash flows from operating activities
Interest and similar income received 1727 025 1109 161
Interest expense and similar charges paid (273 036) (138 206)
Fees and commissions received 2 600 644 2568 820
Fees and commissions paid (158 799) (100 389)
Cash payments to employees and suppliers (947 384) (752 170)

2 948 450 2 687 216

Changes in operating Assets and Liabilities:

Financial assets at fair value through profit or loss 1636 146 681016
Loans and advances to banks (1382778) -
Deposits from banks 15 281 (18 630)
Loans and advances to customers 103 002 455 838
Customer accounts and other loans 3953 507 4 854 064
Other operating assets and liabilities 1588 382 6673
Net cash from operating activities before corporate
income tax 8 861990 8 666 177
Corporate income taxes paid (968 702) (915 864)
Net cash from operating activities 7893288 7750313
Cash flows from investing activities
Purchase/Sale of available for sale financial assets (87) -
Investments held to maturity (12 177 539) (7 108 055)
Purchase/sale of property, plant and equipment (191 470) (501405)
Net cash from invetsing activities (12369 096) (7609 460)
Cash flows from financing activities
Dividends paid on ordinary shares - (219 687)
Net cash from financing activities - (219 687)
Net (decrease) in cash and cash equivalents (4475 808) (78834)
Cash and cash equivalents at beginning of year 9 174 896 9253730
Effect of echange rates on cash and cash equivalents
Net (decrease) in cash and cash equivalents (4 475 808) (78 834)
Cash and cash equivalents at end of year 4699088 9174 896
Cash and cash equivalents comprise:
Cash and balances at central banks 10 3919 921 6 915 798
Loans and advances to banks n 779167 2259098
Total 4699088 9174 896

The accompaning notes are an integral part of these financial statements
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1. Introductory Note

The Banco Comercial do Huambo (Commercial Bank of Huambo) was incorporated by a public deed on 17 June 2009,
hereinafter referredtoas “Bank' or "BCH.

BCHis aregionalbank, with head officein Huambo andits object is banking activity, supporting smalland medium-sized
companies, contributing strongly for the social and economic development of theregion. The bank startedits commercial
activity on16 July 2010.

BCH shallalso support its customers through a consultancy service, from setting up a company right through studies
of financialand economic feasibility. Thisis aninnovative servicein the Angolan financial system, available at the branches
inHuambo and Luanda.

Concerning the ownership structure and as mentionedin Note 28, the Bank is owned by Angolan shareholders, further

details on which are providedin the same note.
2. Accounting Policies

2.1Basis of presentation

Under the provisions of Noticen.” 6/2016 of June 22 of the BNA, the BCH's financial statements are prepared in accor-
dance with the International Accounting Standards/ International Financial Reporting Standards (IAS / IFRS). These fi-
nancial statements refer to the Bank's separate activity as at 31December 2017 and were preparedin order to comply

with the requirements for the presentation of separate accounts defined by the BNA.

ThelAS / IFRS comprise accounting standards issued by the International Accounting Standards Board (IASB) and in-
terpretationsissued by the International Financial Reporting Interpretations Committee (IFRIC), and by the respective
predecessor bodies.

Thefinancial statements hereby presentedrefer to the year ended 31December 2017. Given that until 31December 2016
the Bank preparedits financial statements in accordance with the CONTIF, the financial statements for the year thenen-
ded presentedinthis report were preparedin accordance with the IAS/IFRS for comparative purposesin compliance
withIFRS 1(Note 31).
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The financial statements are stated inthousands of Kwanzas, rounding to the nearest thousand and were prepared on
historical cost basis, except for the assets accounted for at fair value, namely financial assets held for trading, at fair value
through profit or loss and available- for-sale financial assets.

The preparation of financial statements in accordance with IAS/IFRS requires the Bank to make judgments and estimates
and use assumptions that affect the application of the accounting policies and the stated amounts of income, expenses,
assets andliabilities. Changesin such assumptions or differences when compared to reality may impact the current es-
timates and judgments. The areas involving a higher level of judgment or complexity or areas where assumptions and

estimates are significant to the preparation of the financial statements are analysedin Note 3.

According toIAS 29 — Financial Reporting in Hyperinflationary Economies (IAS “29"), hyperinflationisindicated by cha-
racteristics of the economic environment of a country whichinclude among other the interest rates, the indexation of
wages, assets and prices generally to amonetary unit, the substitution of savingsin national currency with savingsin
foreign currency and necessarily the existence of athree-year cumulative inflation rate approaching or exceeding 100%
(onehundred percent).

We hereby highlight our understanding regarding the non-adoption of IAS 29 for the year ended 31December 2017,in
light of the following:

Pursuant toletter N*139/DR0/18 issued by the BNA on 7 February 2018 on fulladoption of IAS/IFRS:IAS29- Financial
Reporting inHyperinflationary Economies, the cumulative inflationrate for the three-year period 2015-2017is 95.62%,
whichis below 100 % (one hundred percent) whichinitself is not a condition for considering the Angolan economy ahy-
perinflationary one. Accordingly, the BNA providedits interpretive understanding of IAS 29 as to the non-applicability of

the proceedings of financial reporting in hyperinflationary economy.

ThelFRS comprise accounting standards issued by the International Accounting Standards Board (IASB) interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC), and by the respective predecessor
bodies.

Thefinancial statements for the year ended 31December 2017 were approved at the annual meeting of the Board of Di-
rectorson 27 April 2018.
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2.2Foreign currency transactions
Assetsandliabilitiesinforeign currency arerecorded pursuant to the multi-currency system, thatis,intherespective

currency of denomination.

Foreign currency transactions are translatedinto Kwanzas at therateruling on the date of the transaction.
Monetary assets andliabilities in foreign currency are translated into Kwanzas at the period end exchange rate. Ex-

change gains andlosses are taken to theincome statement.

Non-monetary assets and liabilities in foreign currency are translatedinto Kwanzas according to the following method:

e Recorded at historical cost — at therateruling onthe date of the transaction.
e Recorded at fair value— at the exchangerateruling at the date the fair valueis determined with changesinfair
valuerecognisedin profit orloss, except for available-for-sale financial assets, with changesin fair valuerecog-

nisedinequity.

Asat 31December 2017 and 2016 thereference exchangerates of the Kwanza (AOA) against the U.S. dollar(USD) and
the Euro (EUR) were asfollows:

Exchangerate 3112.2017 3112.2016
AOA/USD 165.924 165.903
AOA/EUR 185.4 185.379

2.3 Loans and advances to customers

Loans andadvances to customersincludeloans and advances originated by the Bank, which are not intended to be sold
inthe short-term,and which arerecognised onthe date cashis advanced to the customer.Loans and advances to cus-
tomers areinitially recorded at fair value and subsequently measured at amortised cost lessimpairment losses. The
associatedtransaction costs are part of the effectiveinterest rate of these financialinstruments. Interests recognised

by using the effectiveinterest methodarerecognizedinnetinterestincome.

Loansandadvancesto customers areinitially recorded at fair value plus transaction costs and are subsequently mea-
sured at amortised cost, by using the effective interest rate method, and are presentedin the balance sheet lessim-

pairmentlosses.
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Loans andadvance to customers are derecognised from the balance sheet when (i) the Bank’s contractualrights to the
cashflows have expired (i) the Bank has transferred substantially all risks and rewards of ownership or (iii) although
the Bank has retained some but not substantially allrisks and rewards of ownerships, the control over the assets has

beentransferred.

Impairment

TheBank'spolicyistoregularly assess whether thereis objective evidence ofimpairment initsloan portfolio. Identifiedim-
pairmentlosses arerecognisedintheincome statement and are subsequently reversed through profit or lossif the amount

of theimpairmentlosses decreasesinasubsequent period.

Afterinitialrecognition,aloanor aloanportfolio, defined as a group of loans with similar credit risk characteristics,isimpaired
whenthereis objective evidence of impairment as aresult of one or more events that has(have) animpact ontherecove-

rableamount of the estimated future cashflows of theloan or of theloan portfolio, that canbereliably estimated.

Pursuant tolAS 39 there aretwomethods for the calculation ofimpairment losses: (i) individualassessment and (i) collective

assessment.

(i) Individual assessment

The assessment of animpairedloan on anindividual basis is determined through case by case analysis of total credit
exposure.For eachloan consideredindividually significant, the Bank assesses at balance-sheet date whether there

is objective evidence of impairment. The criteria defined by the Bank as to the identification of individually significant

customers or economic groups were as follows:

Segment Criteria

Customers/economic groups for which 0.1% of thebank’s own funds
thereis objective evidence of impairment

Customers/economic groups for which 0.5% of thebank’s ownfunds
thereisno objective evidence of impairment
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Theamount of thelossis calculated as the difference between the present value of estimated cash flows, discounted
attheoriginal effectiveinterest rate of each contract and the carrying amount of eachloan, andlosses are recognised
inprofit orloss. The carrying amount of theimpairedloansis presentedin the balance sheet net of impairment losses.
If aloanhas a variableinterest rate, the used discount rateis the annual effective interest rate, applicable for the year
inwhichtheimpairment was determined.
(ii) Collective assessment
Loans for whichno objective evidence of impairment exists are grouped with other loans with similar credit risk cha-
racteristicsinorder tobe collectively assessed forimpairment. This analysis allows the Bank to recogniselosses which
inindividual assessment would only have beenidentifiedin future periods.
The amount of impairment losses onthe basis of collective assessment is calculated through two perspectives:

® Group of loans with similar credit risk characteristics notindividually significant; or

e Regardingincurredbut not reportedlosses (IBNR) inloans for which no objective evidence of impairment exists.
Impairmentlossesin collective terms are determined considering the following aspects:

e Historical credit loss experiencein similar credit risk portfolio;

e Knowledge of the current economic and credit environment anditsinfluence on the level of historicallosses;

e Estimated period between the occurrence of theloss andits identification.

The methods and assumptions used to estimate future cash flows areregularly reviewed by the Bank in order tomo-

nitor the differences betweenloss estimates and actuallosses.
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Segmentation of portfolio of loans for collective assessment

Pursuant tolAS 39, non-significant customers areincludedin segments with similar credit risk, by taking into account
the Bank’s management modeland subject to collective assessment of impairment. Inthat way, itisintendedto ensure
that for the purposes of assessing these exposures and setting credit risk parameters, the same present similar credit

risk characteristics..

Regarding segmentation of exposures for the purposes of calculating credit risk parameters, the Bank decided that
the same shouldbe carried out on the basis of two vectors, which are, segmentation per type of customer and product
(sub-populations) andrisk buckets. Customers/operations are classified at each point time according to these two

vectors, which are the basis for subsequent estimation of credit risk parametersby segment.

Inorder to define sub-populations within the credit risk parameters estimation, some characteristics of the credit ope-

rations, such as thetype of customer andthe type of product were consideredto be relevant segmentation factors.
Inorder to ensure the existence of aportfolio segmentation consistent with theregulatory requirements and with the

necessary statistical relevance for the determination of robust credit risk parameters, the following segmentation was

determined:

Type of customer Segmentation

Overdrafts — Individuals
Consumer credit

Individual customers Homeloans
Personalloans
Employee

Currentaccounts

Overdrafts - Corporate
Corporate customers

Corporateloans

Guarantees givenandLCs
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Indications of Impairment

According toIFRS, afinancial asset or a group of financial assets isimpaired andimpairment losses areincurredif, and
onlyifthereis objective evidence of impairment as aresult of one or more events occurring after itsinitial recognition
andif that event hasimpact onthe estimated future cash flows fromthe asset or the group of assets, that canbereliably
estimated.

Entities must ensure the timely identification of incurredlosses and account for theimpairment losses by adopting
conservative and appropriate indicators of impairment for each credit segment. Thus, the Bank conducted analysis of
the profile of itsloan portfolio so as toidentify the most relevant factors foridentifying situations of deteriorationinthe

financial conditions of its customers.

The mainindicators of impairment considered by the Bank are as follows:

e Non-performingloans

e Restructurings

e Internalinformation on dishonoured cheques

e Recurrent use of limits

e Unauthorised overdrafts

e Decreaseinthe estimated value of the collateral

e Principal/Interest paid

o Information from the Angolan Central Credit Register

e Expectedinsolvency

e Existence of fiscal debts and/or debts to Social Security

® Customer undergoing unemployment or long-termiliness

® Other qualitativeindicators
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Collateral Evaluation Process

Collateral evaluationis ensured on aregular basis so that the Bank has up-to-date information on the value of these

instruments and, consequently, its capacity to mitigate credit risks.

Inthe context of the conditions for loan approval whenever the need to obtain a guarantee from the customer is defined,
if the type of collateral or collateralidentifiedimplies a certified valuation, arequest for collateral valuation should be
made to the Credit Division so thatit can contact andinitiate the process with the external valuation companies, with

whichthe Bank hasanagreement.

Regarding the process of periodic revaluation of collaterals, based on therequirements of Notice 10/2014, namely with
regardtothe set criteriafor new assessment of the mortgage collaterals, it was stipulated that the Credit Division will
beresponsible foridentifying collaterals that should be subject to revaluation and initiate the respective process with

external appraisers.

Whenever relevant withinthe process of loanrecovery andin order to determine therecoverable amount of theloan
through execution of existing guarantees or to support a credit restructuring operation, the Credit Division or Legal De-

partment requests therevaluation of the guarantees associated with the operations under it

Reversal ofimpairment

Ifinasubsequent period the amount of theimpairment loss decreases and such decrease canbe objectively linked to
anevent occurring after theimpairmentloss wasrecognised, the previously recognizedimpairmentlossisreversed.
Thereversalisrecognisedintheincome statement.

Written-offloans

The writing-off of loansis performed when there arenoreal perspective torecover theloans financially, and for colla-

teralisedloans, whenthe funds from the execution of the collaterals have already beenreceived through the use of

impairmentlosses whenthey correspondto 100% of the value of loans considered non-recoverable.
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2.4 Financial Instruments
(i) Classification, initial recognition and subsequent measurement
TheBankrecognisesreceivables and payables, deposits,issued debt securities and subordinated liabilities on the date
they areoriginated. Allother financialinstruments are recognised on the date of the transaction whichis when the Bank
becomes aparty to the contractual provisions of theinstrument and are classified depending on the type of instrument
andits subsequent measurement according to the categories hereby described:
e Financial assets at fair value through profit or loss, and within this category as:
-Heldfor trading;
-Designated at fair value through profit or loss.
o Held-to-maturity investments;
o Available-for-sale financial assets;
e Receivables;and
e Financialliabilities
Afinancial asset or afinancial liability isinitially recognized at fair value plus transaction costs directly arising fromits ac-
quisitionorissuance, except for items designated at fair value trough profit or loss in which case the transaction costs
areimmediately recognized as expenseintheincome statement.
1)Financial assets and liabilities at fair value through profit or loss
1a) Financial assets held for trading
Financialassets that areheldfor trading are assets acquiredfor the purpose of sellingin the short term, or assets held

asanintegral part of anasset portfolio,normally securities, for whichthereis arecent pattern of short-term profit ta-

king.
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1b) Fair value option

Thefair value option designationis possible aslong as at least one of the following requirementsis met:
e thefinancial assets or liabilities are managed, evaluated and recorded at their fair value by the Bank’s mana-
gement;
e the designation eliminates or significantly reduces the accounting mismatch of the transactions; or
e thefinancial assets or liabilities include embedded derivatives which significantly alter the cash flows fromthe

host contracts.

Thefinancial assets and liabilities at fair value through profit or loss areinitially recognized at fair value, with transactions
costs or gainsinitially recognisedin profit or loss, with subsequent fair value changesrecognisedin profit or loss. The
accrual of interest and of premium/discount (when applicable) is recognisedin net interest income on the basis of the
effectiveinterest rate of each transaction, accrual of interest of derivatives associated with financialinstruments clas-

sified under this category.

2)Held to maturity investments

Inthis category non-derivative financial assets arerecognised, with fixed or determinable payments and fixed maturity
thatthe Bankis able to andintends to hold untiltheir maturity date and whichwere not putinany other category of fi-
nancial assets. These financial assets arerecognised at amortised cost at the time of their initial recognition and sub-
sequently measured at amortised cost using the effectiveinterest method. Theinterest s calculated through the
effectiveinterest method andrecognisedinnetinterestincome.Impairmentlosses arerecognisedintheincome sta-

tement whenidentified.

Any reclassification or sale of financial assets recognisedin this category whichis not carried out close to maturity shall
forcetheBank to entirely reclassify this portfolio as available-for-sale financialassets and during two years it willnot

be ableto classify any financialassets under this category.
3)Available-for-sale financial assets
These are non-derivative financial assets which (i) the Bank intends to hold for indefinite period of time, ii) are designated

asavailable-for-sale atinitial recognition or (jii) which do not fallinto the previous categories. This category may include

debt securities or equity securities.
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The available-for-sale financial assets areinitially recognised at fair value, including transaction-related costs or gains
and subsequently measured at fair value. The changesin fair value are recognisedinfair valuereserves untilthe assets
are sold orimpairmentlosses arerecognisedin which case they are takento theincome statement. Equity instruments

which are not quoted or the value of which cannot bereliably measured are stated at cost.

Whenthereis a sale of available-for-sale financial assets, the cumulative gains or losses that were recognisedin fair
valuereserves arerecognisedin theincome statement in“Net gains/(losses) fromavailable-for-sale financial assets'.
Foreign exchange fluctuation of the debt securitiesin foreign currency is taken to theincome statement. As to equity
securities since they are non-monetary assets, aforeign exchange fluctuationis recognisedin Fair Value Reserve (Equi-

ty),asanintegral component of therespective fair value.

Interest ondebt securitiesis recognised on the basis of the effectiveinterest ratein netinterestincome, including a
premium or a discount, when applicable. Dividends are recognised in theincome statement when the shareholder’s

right toreceive paymentis established.

4)Financial Liabilities

Afinancialinstrument s classified as financialliability when thereis a contractual obligation to deliver cash or another

financialasset,regardless of its legal form.

Non-derivative financialliabilities include deposits from banks and from customers, loans and debt securities.
Thesefinancialliabilities areinitially recognised at fair value and subsequently at amortised cost. The associated tran-
saction costs are part of the effectiveinterest rate. Theinterest recognised by effectiveinterest methodis takento

netinterestincome.

Gains andlosses arising fromrepurchase of other financial liabilities are recognisedin theincome statement when they

OcCcur.

The Bank classifiesits financialliabilities, except guarantees and commitments, measured at amortised cost, onthe

basis of the effectiveinterest method.
(i)Amortised cost
The amortised cost of afinancial asset or aliability is the amount at which the asset or theliability is measured at initial

recognition minus principal repayments, plus or minus the cumulative amortisation using the effective interest method

of any difference betweentheinitial amount and the maturity amount and minus any reduction forimpairment.
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(iii) Fair value

The pricethat wouldbereceivedto sellanasset or paid to transfer aliability inan orderly transaction betweenmarket
participants at the measurement date or, if not available, the most advantageous market to which the Bank has access

toperformthe transactiononthat date. The fair value of an asset reflects the credit risk of the Bank itself.

When available, the fair value of aninvestment is measured using its quoted market priceinan active market for that
instrument. A marketis considered active whenthereis sufficient frequency and volume of transactions to provide

pricinginformation onan ongoing basis.

If thereisn't aquoted market priceinan active market, the Bank employs valuation techniques which maximize the
use of observable market data and minimize unobservableinputs. The chosen valuation technique embodies allthe fac-

tors that amarket participant would takeinto account to calculate a price for the transaction.

(iv)ldentification and measurement of impairment

In addition to theimpairment analysis onloans and advances to customers, at each balance sheet date anassessment
ismade as to the existence of objective evidence of impairment for all other financial assets that are not recorded at
fair value through profit or loss. A financial asset or group of financial assetsisimpaired whenever thereis objective
evidence ofimpairment as aresult of one or more events occurring afteritsinitial recognition that have animpact on

thefuture cashflows of the asset that canbereliably estimated.

Inaccordance with IFRS, the Bank regularly assesses whether thereis objective evidence that afinancial asset or group

of financial assets shows signs of impairment.

Afinancial asset or group of financial assetsisimpaired whenever thereis objective evidence of impairment as aresult
of one or more events occurring after its initial recognition, such as: (i) for shares and other equity instruments, a con-
tinuing or significant decline in their market value below acquisition cost, and (ii) for debt securities, when such event
(orevents) has (have) animpact on the estimated value of the future cash flows of the financial asset, or group of fi-

nancial assets, that canbereliably estimated.

For held-to-maturity investments,impairmentlosses correspondto the difference between the carrying amount of
theasset and the present value of estimated future cash flows (considering the recovery period) discounted at the
original effectiveinterest rate of the financialasset and arerecognizedin theincome statement. If theassethasava-

riableinterest rate, the discount rate for measuring any impairmentlossis the current effectiveinterest rate, deter-
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mined on the basis of the contractual terms. Regarding held-to-maturity investments, if ina subsequent period the
amount of theimpairmentloss decreases and such decrease canbe objectively related to anevent occurring after the

impairment loss was recognised, the previously recognisedimpairmentis reversed through profit or loss.

(Ifthereis evidence that animpairment loss on available-for-sale financial assets has occurred, the potential cumulative
lossrecognisedinreserves, measured as the difference between the acquisition cost and the current fair value, net of
anyimpairmentloss onthefinancial asset previously recognisedin theincome statement, is takento theincome sta-
tement.Ifinasubsequent period the amount of theimpairment loss decreases, the previously recognisedimpairment
lossisreversedthrough profit orloss up to the acquisition cost if theincreaseis objectively related toanevent occurring
after theimpairmentloss wasrecognised, except for shares and other equity instruments for which gains arerecog-

nisedinreserves.
v)Derecognition

TheBank derecognisesits financial assets when all contractual rights to receive the cash flows from the asset expire.
Whenassets aretransferred, the derecognitionmay only occur once all of therisks and rewards of the asset have been
substantially transferred or if the Bank has either retained or transferred substantially all of therisks and rewards but

has relinquished control of the financial assets.

The Bank derecognizes financial liabilities when they are cancelled, extinguished or expired..

(vi)Offset of financialinstruments

The Bank undertakes to off-set financial assets and liabilities, stating anet amount on the balance sheet if,and only if,
the Bank has unconditionalandlegally enforceable right to set-off the financial asset and the financial liability andintends
either to settle the financialasset and the financial liability net or to realise the financial asset and settle the financial lia-

bility simultaneously.

Gainsandlosses are only offset whenthisis allowed by IFRS or for gains andlosses arising from group of transactions

with similar characteristics.
2.5 Equity instruments
Afinancialinstrumentis classified as an equity instrument when thereis no contractual obligation to deliver cash or

another financial asset to another entity, regardless of its legal form, evidencing aresidual interest in the assets of an

entity after deducting all of its liabilities.
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Transaction costs directly arising fromtheissuance of equity instruments arerecognisedin equity as a deduction from
the value of issuance. The amounts paid and received from the purchase and sale of equity instruments are recognised

inequity, net of transaction costs.

Income from equity instruments (dividends) are recognised when the shareholder sright to receive payment is esta-
blished and deductedfromequity.

2.6 Other tangible assets
I. Recognition and measurement

Thetangible assets are carried at cost less accumulated depreciation andimpairment. The cost includes expenses ari-
sing from the acquisition of the assets.

ii. Subsequent costs

Subsequent costs arerecognised as aseparate asset whenitis probable that the future economic benefits associated
withthe asset willflow to the Bank. Costs withmaintenance andrepair arerecognised as cost asthey areincurredac-
cording tothe accrualbasis of accounting.

iii. Depreciation

Landis not depreciated. Depreciationis calculated using the straight-line method, according to the following expected
usefullife periods:

Number of years
Property for ownuse 50
Works onleased property 10
Vehicles 3
Officeequipment 10
Machinery and tools 6to7
Computers and similar equipment 3
Fixtures and fittings 10

Annual Report and Accounts 2017 47 of 115



BCH Banco Comercial do Huambo

Whenthereis anindication that an asset may beimpaired, IAS 36 Impairment of assetsrequires thatits recoverable
amountis calculated and animpairmentloss should be recognized whenever the carrying amount of the asset exceeds

itsrecoverable amount. Impairmentlosses are recognizedin the income statement.

Therecoverable amountis determined as the higher of an asset's net selling price andits valueinuse, and the latteris
calculated onthe basis of the present value of future cash flows expected to be derived from the ongoing use of the
asset or fromits disposal at the end of its usefullife.

2.7 Intangible assets
Software

Costsincurredinacquiring software from third parties are capitalized, as well as the additional expensesincurred by
the Bank necessary for itsimplementation. These costs are amortized on a straight-line basis over the estimated useful
life, whichisnormally 5 years.

Allother expensesrelated to computer services arerecognised as costs whenincurred.
2.8 Non-current assets held for sale

Non-current assets or disposal group (group of assets with associated liabilities, whichinclude at least one non-current
asset) are classified as held for sale when thereis anintention to dispose of the referred assets andliabilities and the

assetsor group of assets are available forimmediate sale and the saleis highly probable.

TheBank also classifies asnon-current assets held for sale allnon-current assets or agroup of assets acquired exclu-
sively witha view to their subsequent disposal, which are available forimmediate sale and the saleis highly probable.
Immediately before theinitial classification as non-current assets held for sale, the measurement of allnon-current
assetsandall assets andliabilitiesincludedin adisposal groupis carried out in accordance with applicable IFRS. After
classification, these assets or disposal groups are measured at thelower of carrying amount andfair value less costs
tosell.

TheBank also classifiesinnon-current assets held for salereal estate property acquired through foreclosure, which
isinitially measured at thelower of its fair value less costs to selland the carrying amount of the outstanding loan onthe
date of the judicial or non-judicial foreclosure.
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Thefair valueisbased on the market value whichin turnis determined on the basis of the expected selling price esti-

mated through periodical evaluation carried out by the Bank.

Subsequently these assets are measured at thelower of their carrying value and the corresponding fair value less
coststosellandare not depreciated.Incase of unrealisedlosses, these arerecognised asimpairmentlossesinthein-

come statement.
2.9 Corporateincome taxes
TheBankis subject to the tax regime set forthin the Industrial Tax Code inforcein Angola.

The corporateincome tax for the yearis determined by applying a 30% rate on total pre-tax profit whichis adjusted
according to specific additions and deductions containedin the tax legislationin force. In fiscal terms, the Bank is con-

sideredaGroup A taxpayer.

With the publication of Law 19/14 which cameinto force on1January 2015, the corporation taxis subject to provisional
advance payment by a singleinstalment madein August and calculated by applying arate of 2% on net operating income
for thefirst six months of the previous fiscal year, excluding income subject to capitalincome tax, regardless of the

existence of taxableincomeinthe year.

Income from public debt securities, resulting from Treasury Bonds and Treasury Billsissued by the Angolan State, which
issuanceisregulated by the Framework Law on Direct Public Debt (Law No. 16/02 of December 5) and by Decrees No.
51/03and 52/03, of 8 July, enjoy exemption from Corporation Tax, in accordance with the provisions of paragraphc)
of p.1of Article 23 of therespective Act, whereitis expressly stated that theincome derived from any Angolan public

debt securitiesis not considered taxable income.

Taxreturnsaresubject toreview and correction by the tax authorities for aperiod of 5 years, whichmay result in pos-

sible corrections to the taxableincome for the years 2013 to 2017.

TheBankis still subject to the payment of Urban Property Tax (UPT) at a0.5% rate on the value of the properties destined

foritsnormal operation, as definedin Law No.18/11of April 21.

TheBankisalso subject toindirect taxes, such as customs duties, Stamp Duty, Consumption Tax, as wellas other taxes.
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CapitalIncome Tax (CIT)

Presidential Legislative Decree No.5/11,0f 30 December,introduced several legislative changes to the CIT Code, fol-

lowing the Tax Reform currently under way.

Capitallncome Taxis levied onincome from financialinvestments of the Bank, namely income frominterbank inves-

tments, liquidity-providing operations andinterest on centralbank securities.

The generalrateis 10% but areducedrate of 5% (in the case of income from public debt securities with amaturity of
three years or more) or arate of 15% may be applied. Pursuant to para(a) of article 47, theincome subject to CIT willbe

deducted fromthe taxable corporateincome.

Deferredtaxes

Deferredtaxesare calculated according to the comprehensive balance sheet method, ontemporary differences bet-
weenthe carrying amount of the assets and liabilities and their tax base, using therates that have been enacted or
substantively enacted by the balance sheet date and that are expectedto apply whenthe temporary differencesare

reversed.

Deferredtaxliabilities arerecognizedfor alltaxable temporary differences, except for: goodwill, not deductible for tax
purposes; differences resulting from theinitialrecognition of assets and liabilities that do not affect neither the accoun-
ting nor the taxable profit, and differencesrelated toinvestments in subsidiaries to the extent that they are not likely
toreverseinthefuture.Deferredtax assets arerecognized whenitis probable that future taxable profit willbe available

against which the deductible temporary differences can be utilized (including unused tax losses).

As providedforinlAS 12 — Income taxes, paragraph 74, the Bank can offset deferred assets and liabilities whenever: (i)
it has thelegal right to settle current tax assets and current tax liabilities; and (i) the deferred tax assets and liabilities
relatetoincometaxeslevied by the sametaxing authority oneither the same taxable entity or different taxable entities
intendto settle current tax liabilities and assets on anet basis or realize the assets and settle the liabilities at the same

time,ineach future periodin which significant amounts of deferred tax liabilities or assets are expected to be settled or
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recovered.

2.10 Employee benefits

i. Defined contribution plans

For defined contribution plans, theliabilities related to the benefit attributable to the Bank's employees arerecognized
asanexpenseforthe year whendue. Prepaid contributions arerecognized as an assetif arefund or reduction of future
paymentsis available.

ii. Short-tem employee benefits

Short-term employee benefits arerecorded as a cost once the associated service hasbeen provided. Aliability is re-
cognizedfor the amount expected tobe paidif the Bank has a present legal or constructive obligation to pay thisamount
asaresult of aservicerenderedinthe past by the employee and such liability canbe estimatedreliably.
2.11Provisions

Provisions arerecognised when (i) the Bank has a present obligation (legal or constructive), arising as aresult of past
practices or published policies whichimply the acknowledgement of certain responsibilities, (ii) it is probable that its

settlement willbe requiredin the future, and (jii) areliable estimate of the obligation canbe made.

Provisions aremeasured, pursuant to the principles definedin1AS 37, at the most likely amount, at a probability-weigh-

tedexpected value, and taking into account the risks and uncertaintiesinherent to the process.

If the effect of discountingis material, provisions correspond to the net present value of the expected future payments,

discounted at arate which takesinto account therisk associated with the obligation.

Provisions arereviewed at eachbalance sheet date and adjustedtoreflect the current best estimate, and arereversed

inprofit orlossinproportionto the outflow of resources which arenolonger probable.

Provisions are derecognised when they are used to settle the obligations for which wereinitially set up orin cases
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where the obligation extinguish.
2.12 Recognition of Interest income or expense

Interestincome andinterest expense for all financialinstruments (assets and liabilities) measured at amortised cost
arerecognised under the heading “Interestincome and similar interest’' or “Interest expense and similar charges’ (net

interestincome), using the effectiveinterest method.

Interest calculated at the effective interest rate on available-for-sale financial assetsis also recognisedin net interest

incomeasisinterest onfinancial assets andliabilities at fair value through profit andloss.

The effectiveinterest rateis therate that discounts estimated future payments cash payments or receipts through
the expectedlife of the financialinstrument (or when appropriate, a shorter period) to the net carrying amount of the

financial asset or liability.

When calculating the effectiveinterest rate, the bank estimates future cash flows considering allthe contractual terms
of the financialinstrument (for example, prepayment options) but does not consider future credit losses. The calculation
includes allthe commissions paid or received that are anintegral part of the effectiveinterest rate, transaction costs

and alltransaction-related premiums and discounts.

Regarding financial assets or a groups of similar financial assets for whichimpairment losses have beenrecognised,
theinterestrecordedin theincome statementis determined on the basis of theinterest rate that was usedinthe mea-
surement of theimpairmentloss.

2.13 Recognition of dividends

Dividends (income on equity instruments) arerecognisedin theincome statement when the shareholder s right tore-

ceive paymentis established. Dividends are presentedin net trading income, netincome from other financial instru-
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ments at fair value through profit or loss or otherincome, depending on the classification of the underlying instrument.
2.14 Recognition of fee and commissionincome
Fees and commissions arerecognised according to the following criteria:

e whenfeesand commissions are earned over the period during which the services are provided, they arere-

cognisedintheincome statementin the period to which they refer;

e whenfees and commissions result from a single provision of services, their recognition takes place upon com-

pletion of thereferredservice.

Whenfees and commissions are anintegral part of the effectiveinterest rate of afinancialinstrument, incomeis re-

cognisedinnetinterestincome.
2.15 Net trading income

Net tradingincomeinclude gains andlosses on financial assets and financial liabilities at fair value through profit or loss,
namely trading portfolios.

Net tradingincome alsoincludes gains from sale of available-for-sale financial assets and financial assets held to ma-
turity.

2.16 Cash and cash equivalents

Interms of cash flow statement, cash and cash equivalents comprise balances with amaturity of less than three months

fromthebalance sheet date, including deposits with other credit institutions.
Cashand cash equivalents exclude the obligatory deposits with Central Banks.
2.17 Financial guarantees and Loan Commitments

Financial guarantees are contracts which oblige the Bank to make specific paymentsin order to reimburse the holder

foralossincurredas aresult of adebtor's failure to comply with apayment. Commitments are firm commitments with
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the aim of providing credit under predetermined conditions.

Liabilities arising from financial guarantees or commitments to provide aloan at abelow-marketinterest rate areinitially
recognised at fair value, whichinitial fair valueis later amortised over the usefullife of the guarantee or commitment.
Subsequently, theliability is recognised at the higher of the amortised value and the present value of any expected
payment to settle.

2.18 Earning per share

Thebasic earnings per share are calculated by dividing the net profit by the weighted average number of shares outs-

tanding, excluding the average number of treasury shares.

For diluted earnings per share, the average number of shares outstandingis adjustedtoreflect the effect of allpotential
ordinary sharestreated as dilutive. Contingent or potentialissues are treated as dilutive when their conversioninto
shares decreases earnings per share.

If earnings per share change as aresult of a shareissuance at apremium or adiscount or any other event that may alter
the potentialnumber of ordinary shares or changes in accounting policies, the calculation of earnings per share for all
thepresentedperiodsis adjustedretrospectively.

3 — Key estimates and judgments used in the preparation of the financial state-
ments

ThelAS/IFRS set aseries of accounting treatments and require the Board of Directors to make the necessary judgments
andestimates asto decide whichaccounting treatmentismost appropriate. Themain accounting estimates and judgments
usedby theBankinapplying the accounting policies are presentedinthis Note, and aimtoimprove theunderstanding of how
their application affects the Bank'sreportedresults and their disclosure. Abroader description of the main accounting policies

usedby theBankis presentedinNote 2 to the financial statements.

Considering thatinmany situations there arealternatives tothe accounting treatment adoptedby the Board, theresultsre-
portedby theBank couldbe different had adifferent treatment been chosen. TheBoard of Directors considers that the choices

made are appropriate andthat the financial statements present fairly and appropriately the Bank's financial positionand the
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results of its operationsinallmaterialrespects.
3.1Impairment losses onloans and advances to customers

TheBank carries out aperiodicreview of itsloan portfolioin order to assess the existence of impairmentlosses,asre-

ferredtointheaccounting policy describedinNote 2.

The assessment process applied to theloan portfolio to determine whether animpairment loss should be recognized
is subject to various estimates and judgments. The probability of default, risk ratings, collateral value associated with
eachtransaction, recovery rates and estimation of both the amount and timing of future cash flows are consideredin

thisassessment.

Alternative methods and the use of different assumptions and estimates could result in different amounts of impair-

mentlossesbeing recognised thus affecting the Bank'sresults for the year.
3.2 Corporate Income Tax

Certaininterpretations and estimates arerequiredin determining the overallamount of tax on profits. There are several

transactions and calculations for which the determination of taxes payableis uncertainduring thenormalbusiness cycle.

Differentinterpretations and estimates could resultin different amounts of corporateincometax, current and deferred,

thanthoserecognisedinthe financial statementsfor theyear.

The Tax Authorities canreview the calculation of the taxableincome made by the Bank during aperiod of 5 years. Therefore,
itis possible that corrections to the taxableincome take place mainly resulting from differencesintheinterpretation of tax
legislationbut giventhatitisrather unlikely, the Board of Directors considers that they willnot have material effect onthe

amountsrecognisedinthe financial statements.
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4 — Net Interest Income

(thousands of Kwanzas)

31.12.2017 31.12.2016
From assets/ From assets/ From assets/ From assets/
liabilities at liabilities at liabilities at liabilities at
amortised cost and fair value Total amortised cost fair value Total
available-for-sale  through profit and available-for-  through profit
assets or loss sale assets orloss
Interest and similar income
Loans and advances to customers 60624 - 60624 97553 - 97553
Deposits with and loans and advances to banks 2686 - 2686 10714 - 10714
Investments held to maturity 2020878 - 2020878 1105990 - 1105990
2084188 - 2084188 1214 257 - 1214 257
Interest and similiar expense
Deposits from banks and customer accounts 279603 - 279603 176 687 - 176 687
279603 - 279603 176 687 - 176 687
Net Interest Income 1804 585 - 1804 585 1037571 - 1037571

Thisitem comprises thefollowing;

The amountinLoans and advances to customers accounts for interest onloans and advances grantedto customers.

Theheading "“investments held to maturity' refers tointerest on public debt securities, namely Government Bonds

and Treasury Bills.

Income from public debt securities, such as Government Bonds and Treasury Billsissed by the Angolan State are subject

to CIT and are deducted from the taxableincome amount.

The heading ""deposits from banks and customer accounts' refers to mainly interest paid to customers on the funds
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deposited withthe Bank.

5 — Net fee and commissionincome

3 BCH Banco Comercial do Huambo

thousands of Kwan:z

31.12.2017 31.12.2016
Fee and commissionincome

Banking Services rendered 2600644 2568820

Fee and commission expense
Interest on customer accounts 158799 100 389
2441845 2468431

Here below as per type of commission:
(thousands of Kwanzas)
31.12.2017 31.12.2016
Fee and commissionincome

Commissions on Bank transfers 1068197 628 317
Commissions on Loan Approval 1129 308 1774 782
Money Transfers — Moneygram 126 696 94 578
Granting of guarantees and collaterral 180548 1829
Credit facility arrangement 3017 8 157
Standard services (cards, clearing) 12749 47 523
Other commissions 80129 13634
2600644 2568820

Fee and commission expense
Costs of importing notes 12 815 6070
Fees for automated clearing 19337 11156
Charges for other services provided by third-parties 126 647 83163
158 799 100 389
2441845 2468431
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Thebreakdown of thisitemisasfollows:
6 — Income from Foreign Currency Transactions

Thisitem comprised of the following:

(thousands of Kwanzas)

31.12.2017 31.12.2016

Income from Foreign currency transactions
Foreign Currency Operations 1733514 472766
Foreign Currency Revaluation (97 368) 208 250
1636146 681016

Theheading Foreign Currency Transactions translates the results from purchase and sale of foreign currency, according

totheaccounting policy inNote 2.2.

Theheading Currency Revaluationincludes net gain(loss) arising from the revaluation of monetary assets andliabilities

denominatedin foreign currency inaccordance withthe accounting policy describedinNote 2.2.
7 — Other income (expense)

Thisitemis comprised of the following;

(thousands of Kwanzas)

31.12.2017 31.12.2016
Other Income (Expense)
Fines applied by other regulatory entities (1818) (5148)
Direct and indirect taxes (5114) (69921)
Other operating expenses 82653 (630)
Other operating income 70276 47 049
99 997 (28 649)
580f 115
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8 — Staff costs

Thetotalamountin thisitemis made up of the following;

(thousands of Kwanzas)

31.12.2017 31.12.2016

Members of management and supervisory boards

Remunerations 106 842 74 900

Holliday allowances and Benefits for Christmas 17 404 16 920

Other allowances 31351 23 577

Other remunerations and costs 29 652 25 619
Employees

Remunerations 154 386 114 550

Holliday allowances and Christmas allowances 16 912 16 129

Other allowances 9893 8 650
Other staff costs

Social security costs 17 334 12 6M

Insurance against accidents at work 2 647 9 250

386422 302204

As at 31December 2017 and 2016, the heading "“Other allowances' includes various allowances granted to the em-

ployees such as child benefit, representation allowance, housing benefit and allowance for errors.

Salary costs and other benefits attributed to the members of the management and supervisory bodies for the years
2017 and 2016 refer in their total to remunerations and other short-termbenefits.
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Thenumber of Banks’ employees, considering permanent employees and those under fixed-term contracts, presents

thefollowing breakdown by professional category:

31.12.2017 31.12.2016
Average for End of the Average for End of the
the year year the year year
Administration 3 3 3 3
Management 1 1

Head of Department 1 1 1 1

Administrative area 27 27 20 20

Commercial area 25 25 24 24

57 57 49 49

9 — Utilities and contracted services:
Thisitemis comprised of the following;
(thousands of Kwanzas)
31.12.2017 31.12.2016

Consulting 253 542 265 923
Leasing and rentals 130 082 73422
Security, conservation and repair 78 113 43 714
Communications 31549 35989
Materials 44 041 15189
Transports, travel and accommodation 5462 4 364
Water, energu and fuel 4 379 2213
Insurances 12 083 172
Publications, advertising and publicity 1710 49
Donations - 814
Other utilities - 8 117
560 961 449966

Theheading 'Consulting, auditing and other specialized technical services" includes audits of the annual accounts, fiscal

consulting and provision of IT services.

Theheading “leasing andrentals” includes costs related to buildings rented by BCH.
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10 — Cash and balances at central banks

Thetotalamount of thisitemis asfollows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Cash 315382 375555
Deposits with Central Banks
National bank of Angola 3604539 6540243
3604539 6540243
3919921 6915798

Theheading "Deposits with Central Banks" includes deposits of amandatory nature at the National Bank of Angola,
whose purposeis to satisfy thelegal requirements regarding the constitution of minimum liquid requirements. They

arenon-interestbearing,

Thebalancein*'Deposits with CentralBanks" comprises non-interest bearing current accountsinnational and foreign

currencies, which purposeis to fulfilthe requirements of minimumreserves set by the BNA as well as other liabilities.

On4 June 2010, Regulationn®3/2010 of BNA cameinto force, and determined that the mandatory reserves must be
madeintwo currencies — AKZ for the accountsin AKZ which comprise thereserve base and USD for the accountsin

foreign currency which comprise thereservebase.

In2016, the BNA issued Instructionn®2/2016 which establishes that thereservesin national currency must be 30%,
except Local Government deposits which are subject to 50% and Central Government deposits subject to 75%. The
coefficient of mandatory reservesinforeign currency is 15% for customer deposit balances and 100% for Local & Central

Government deposit balances, as wellas for TownHalls.

Inaddition, InstructionNo.04/2016 of May 13 defines that the reserve base, excluding Central Government, Local Go-
vernment and Municipal Administration accountsis 30%, and banks can meet up to 20% with Government Bonds be-
longing to the banks' own portfolio, provided that those areissued as of January 2015 and to the amount of the financing
agreements signed with the Ministry of Finance, according to the weights definedin thereferred Instruction.

realizados com o Ministério das Financas, obedecendo ponderacées definidas noreferido Instrutivo.

Annual Report and Accounts 2017 610f 115



BCH Banco Comercial do Huambo

11— Deposits with other banks

Thebalance of theitem "Deposits with other banks' is broken down per type accordingly:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Cash and deposits with other banks abroad 757 591 2228395
Pending operations and settlement 21576 30703
779167 2259098

As at 31December 2017 and 2016, Cash and deposits with other banks abroad (inforeign currency), include the account
balances at therespective banks and those amounts are part of the management of the Bank’s current operations

without there being any associated remuneration.

12 — Loans and advances to central banks and other banks

Thisitem,asat 31December 2017 and 2016 is analysed as follows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Loans and advances to banks
abroad
Short-term loans and advances 1382778 -
1382778 -
Impairment losses - -
1382778 -

The grading of Loans and advances to centralbanks and other banks by maturity as at 31December 2017 and 2016 is

asfollows:
(thousands of Kwanzas)
31.12.2017 31.12.2016
Up to 3months - -
From 3 months to one year 1382778 -
From1yearto 5 years - -
Over 5 years - -
Unlimited - -
1382778 -
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13 — Available-for-sale financial assets

Asat 31December 2017 and 2016 thisitemis analysed as follows:

thousands of Kwanzas

Fair value reserve

Cost Impairment Carrying

s Positive Negative losses amount
Shares 43656 - - - 43656
Balance as at 31December 2016 43656 - - - 43656
Shares 43568 - - - 43568
Balance as at 31December 2017 43568 - - - 43568

Asat 31December 2017 and 2016, thisitem only includes theinterest inthe entity EMIS - Empresa Interbancariade
Servicos, S.AR.L. (interbank service company), with head office in Luanda, whichis valued at acquisition cost since the
Bank holdsless than10% of the capital.

EMIS wasincorporatedin Angola with the purpose to manage the electronic means of payment and complementary

services.

Inaddition, as of thisreporting date the accounts for 2017 of this company were not yet available.
During the years of 2016, 2015 and 2014 this entity did not distribute dividends.

Thelast available financialinformation on this company is as follows (amounts in thousands of AKZ):

EMIS
Demonstracées Financeiras
31.12.2015 31.12.2014
Participada Head Office Activit Share Capital Profit for the Profit for the
P y P Net Assets Equity year Net Assets Equity year

EMIS - Empresa ,
Banking

Interbancaria de Luanda Servi 900 000 5595 471 1551051 32813 4718 461 1477 413 111025
ervices
Servicos, Lda

After the closing of the year ended 31December 2017, we had access to documents related to the 28th General Meeting
of EMIS containinginformation onthe new structure of the share capital of this company and BCH's shareholding in
this company, which at the moment corresponds to 0.9%.However, we did not have access to the 2016 and 2017 fi-
nancial statements that would have allowed us to check the totalamount of equity, in order to assess the possibility of

impairment.
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Inaccordance with the accounting policy describedin Note 2.4, the Bank regularly assesses whether thereis objective
evidence ofimpairmentinits portfolio of available-for-sale assets following the judgment criteria describedin Note
29.As at 31December 2017 and 2016, there was no evidence of impairment of the Bank's shareholding in EMIS.

The analysis of the available-for-sale financial assets, lessimpairment losses, per levels of valorisation,as at 31De-

cember 2017 and 2016, is presented as follows:

(thousands of Kwanzas)

Level1 Level 2 Level 3 At cost Total
Shares - - - 43568 43568
Balance as at 31December 2016 - - - 43568 43568
Accoes - - - 43656 43656
Balance as at 31December 2017 - - - 43656 43656

Pursuant to the provisions of IFRS 13, the financialinstruments are measured according to the valorisationlevels des-
cribedinNote 29.

Asat 31December 2017 and 2016, the financial assets classified as available-for-sale had undetermined periodinterms

of maturity.
14 — Investments held to maturity

Thisitemas at 31December 2017 and 2016 is analysed as follows:

thousands of Kwanzas

31.12.2017 31.12.2016
Bonds and other fixed income securities
From publicissuers
Treasury Bills 19089253 5653 964
Government Bonds in national currency 2883008 3776 674
Government Bonds in foreign currency 199670 199 645
22171931 9630283
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O justo valor da carteiradeinvestimentos detidos até amaturidade encontra-se apresentado naNota 29, no ambito

das exigéncias de divulgacdo definidas nalAS 39.

Thefair value of theinvestments-held-to-maturity portfoliois presentedin Note 29, under the disclosure requirements
definedinlAS 39.

TheBank evaluatedas at 31December 2017 and 2016 its portfolio of investments held to maturity for objective evidence
of impairment, and did not come upon events withimpact on therecoverable amount of the estimated future cash

flowsfromtheseinvestments.

The grading of investments held to maturity as per maturity, is asfollows:

(thousands of Kwanzas)

From three
Less than three From one to five
months to one Over five years Total
months years
year

From publicissuers

Treasury Bills 5906182 13183071 - - 19 089 253

Government Bonds in national currency 1398569 1484 439 - - 2883008

Government Bonds in national foreign currency - - 199670 - 199670
Balance as at 31December 2017 7304751 14 667 510 199 670 - 22171931
From publicissuers

Treasury Bills 5653964 - - - 5653964

Government Bonds in national currency - 894906 2881768 - 3776674

Government Bonds in national foreign currency - - 199 645 - 199 645
Balance as at 31December 2016 5653964 894 906 3081413 - 9630283
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15 — Loans and advances to customers

Asat 31December 2017 and 2016 thisitem has the following structure:

BCH Banco Comercial do Huambo

(thousands of Kwanzas)

31.12.2017 31.12.2016
Internal Loans
To companies
Loans 50195 122236
Short-termloans 9000 19772
Overdrafts 192
59 387 142008
To individuals
Loans 52405 84120
Overdrafts 5 2
Other - 6145
52410 90 267
111797 232275
Past-due loans
Up to 3 months 2166 364
From 3 months to 1year 2M4 2661
From1to 3 years 48 4132
Over 3 years - -
4328 7157
116 125 239432
Accumulated impairment losses (3842) (7735)
112 283 231697

Asat 31December 2017 and 2016, the composition of theloan portfolio by residual maturity termsis asfollows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Up to 3 months 312 20 346
From three months to one year 54 850 113832
From one to five years 38367 26768
Over five years 18268 71332
Undetermined 4328 7154
116125 239432
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The Bank classifies past-dueinstalments of principal or interest onthe due date as past-dueloans.

Themovements occurredinimpairmentlosses shownin assets as a correction of theloan amounts were as follows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Opening balance 7735 267191
Additions 12697 133347
Write-backs (3237) (392803)
Utilazation (13359) -
Closing Balance 3842 7735

Distribution of customerloans by type ofrateis asfollows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Fixed rate 14672 270M
Floating rate 97125 205 264
111797 232275

Asat 31December 2017 and 2016, totalloans andimpairment per segment and per typeis asfollows:

(thousands of Kwanzas)

Exposure in 2017 Impairment in 2017
Performing  Non-performing ) . Performing Non-performing
Total exposure Total impairment
loans loans loans loans
Segment
Companies 61323 59 387 1936 788 690 98
Current Acounts 9000 9000 - 381 381 -
Overdrafts 2128 192 1936 107 9 98
Loans 50195 50195 300 300 -
Individuals 54 802 52410 2392 3054 981 2073
Overdrafts 1015 5 1010 324 3 321
Loans 24136 22754 1382 2172 420 1752
Employee 29651 29651 - 558 558 -
Total 116 125 111797 4328 3842 1671 2171
(thousands of Kwanzas)
Exposurein 2016 Impairment in 2016
Performing  Non-performing ) . Performing Non-performing
Total exposure Total impairment
loans loans loans loans
Segment
Companies 148142 142008 6134 5714 137 4343
Current accounts 19772 19772 - 1196 1196 -
Overdrafts 167 - 167 100 100 -
Loans 128203 122236 5967 4418 75 4343
Individuals 91290 90 267 1023 2021 46 1975
Overdrafts 1024 2 1022 535 - 535
Loans 65551 65551 - 1486 46 1440
Empployee 18 809 18 808 1 - - -
Other 5906 5906 - - - -
Total 239432 232275 7157 7735 1417 6318

Annual Report and Accounts 2017 670f115



3 BCH Banco Comercial do Huambo

O

Asat 31December 2017 and 20716, totalloans andimpairment per year of lending to Companiesis the following:

(thousands of Kwanzas)

2014 and previous years 2015 2016 2017 Total
Segment Number of . Number of . Number of . Number of N Number of .
. Amount Impairment ) Amount Impairment N Amount Impairment . Amount Impairment ) Amount Impairment
operations operations operations operations operations
Companies
Current accounts - - - - - - - 2 9000 381 2 9000 381
Overdrafts 9 35 18 3 52 14 3 1 2 2040 75 7 2128 107
Loans - - - - - 2 50195 300 - - - 2 50195 300
Individuals
Overdrafts 145 198 67 231 297 108 447 502 149 12 18 - 835 1015 324
Loans 5 14 860 313 4 4999 105 3 4277 1754 . . - 12 24136 2172
Employee 3 13427 305 2 3788 80 - - 2 12436 173 7 29651 558
Total 162 28520 703 240 9136 307 455 54975 2203 18 23494 629 875 116125 3842

As at 31December 2016, totalloan andimpairment per year of lending to Individualsis the following:

(thousands of Kwanzas)

2013 and previous years 2014 2015 2016 Total
Segment Number of . Number of . Number of B Number of . Number of .
- Amount  Impairment - Amount  Impairment i Amount  Impairment - Amount  Impairment - Amount  Impairment
operations operations operations operations operations
Companies
Current accounts - - - - - - - - - 3 19772 1196 3 19772 1196
Overdrafts 17 74 45 2 43 27 5 34 22 9 16 6 33 167 100
Loans 3 9697 . 4 2517 164 - . B 2 15989 4254 9 128203 4418
Individuals
Contas Correntes oMm 81 37 241 222 129 966 669 329 348 52 40 1766 1024 535
Overdrafts 6 5638 8 8 44676 908 4 10422 560 2 4815 10 20 65551 1486
Loans 2 1697 - 5 2025 - 3 5087 - - - - 10 18 809 -
Employee 2 346 - - - - 2 5155 - 1 405 - 5 5906 -
Total 241 27533 90 260 49483 1228 980 21367 aMn 365 141049 5506 1846 239432 7735

16 — Non-current assets held for sale

Theamountinthisitemis comprised of the following:

(thousands of Kwanzas)

31.12.2017 31.12.2016

Non-current assets held for sale
Property 6221 6221
Accumulated Impairment Losses - -
6221 6221
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Movementsinthisitemfor the years ended 31December 2017 and 2016 are hereby presented:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Opening balance 6221 -
Additions - 6221
Other movements - -
Closing balance 6221 6221
Thisamountrefersto thetransfer of property inlieu of payment.
17 — Other fixed assets
Asat 31December 2017 and 2016 thisitemis presented as follows:
(thousands of Kwanzas)
31.12.2017 31.12.2016
Property
For own use 206 819 617 423
Works on property 413262 50499
620 081 667 923
Equipment
Office 74 802 55439
Banking 47101 34 805
Security 7175 7018
Vehicles 2722 2352
Basic 1544 1544
Computer 735 1830
Other 1764 99
135843 103 086
Work in progress
Other 115 314 38164
115 314 38164
Gross Tangible Assets 871238 809173
Accumulated depreciation 139025 67 439
Impairment - -
732213 741734
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Movementsin“Other Fixed Assets" for the years ended 31December 2017 and 2016 are presented below:

(thousands of Kwanzas)

Opening balance Aquisitions/ Disposals/ T " Closing balance
ransfers
31.12.2016 Additions Write-offs 31.12.2017
Property
For own use 617 423 - (410604) 206 819
Works on property 50499 362763 - 413262
667923 362763 (410 604) 620082
Equipment
Office 55439 19363 - 74 802
Banking 34805 12296 - 47101
Security 7018 157 - 7175
Vehicles 2352 370 - 2722
Basic 1544 - - 1544
Computer 1830 - (1095) 735
Other 99 1665 - 1764
103 087 33851 (1095) 135843
Work in progress
Other 38164 77150 - 15314
38164 77150 - 115314
809173 473764 (411699) 871238
Accumulated depreciation
Property
For own use (21512) (3242) (785) (25539)
Works on property - (55632) (55632)
(21512) (58 874) (785) (81171)
Equipment
Office (26 616) (4992) - (31608)
Banking (14 542) (5212) - (19754)
Security (1917) (1356) - (3273)
Vehicles (2358) (37) - (2395)
Basic (198) - - (198)
Computer - (533) 533 -
Other ( 296) (330) - (626)
(45927) (12 460) 533 (57 854)
Work in progress
Other - - - -
(67 439) (71334) (252) (139 025)
741734 402430 (411951) 732213
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(thousands of Kwanzas)

Opening balance Aquisitions/ Disposals/ . " Closing balance
ransfers
01.01.2016 Additions Write-offs 31.12.2016
Property
For ownuse 206 819 351141 - 59463 617423
Works on property - 50499 - - 50499
206 819 401641 - 59463 667923
Equipment
Office 49020 6419 - - 55439
Banking 31418 3387 - 34805
Security 3738 3280 - 7018
Vehicles 2352 - - 2352
Basic 1544 - - - 1544
Computer 735 1095 - - 1830
Other 99 - - - 99
88906 14181 - - 103 087
Work in progress
Other 24082 73545 - (59463) 38164
24082 73545 - (59 463) 38164
319807 489366 - - 809173
Accumulated depreciation
Property
For own use (13297) (8215) - - (21512)
(13297) (8215) - - (21512)
Equipment
Office (21170) (5446) - - (26 616)
Banking (1434) (3108) - - (14 542)
Security (1290) (627) - - (1917)
Vehicles (2353) (5) - - (2358)
Basic (208) 10 - - (198)
Computer - - - - -
Other (39) (257) - - (296)
(36 494) (9433) - - (45927)
(49791) (17 648) - - (67439)
270 016 471718 - - 741734
18 — Intangible assets
Thisitemasat 31December 2017 and 2016 is as follows:
(milhares de kwanzas)
31.12.2017 31.12.2016
Software 153271 111087
Outros 81916 8131
Amortizacdes Acumuladas (124 570) (119 218)
10616 -
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MovementsinIntangible Assets for the years ended 31December 2017 and 2016 are as shownbelow:

(thousands of Kwanzas)

Opening balance Aquisitions/ Disposals/ Transfers and other Closing balance
31.12.2016 Additions Write-offs settlements 31.12.2017
Intangible assets 19218 140338 (24370) - 235186
Software 11087 65641 (23458) - 153270
Outros 8131 74697 (912) - 81916
Accumulated amortisation (119 218) (19 042) 13690 - (124 570)
Software (108101) (11162) 1291 - (106 352)
Other (11117) (7880) 779 - (18 218)
Net balance - 121296 (10 680) - 110 616
(thousands of Kwanzas)
Opening balance Aquisitions/ Disposals/ Transfers and other Closing balance
01.01.2016 Additions Write-offs settlements 31.12.2016
Intangible assets 104 345 11516 - 3357 119 218
Software 96 214 1516 - 3357 111087
Outros 8131 - - - 8131
Accumulated amortisation (101765) (15 835) - (1618) (119 218)
Software (93634) (13276) - (1197) (T087107)
Other (8131) (2559) - (427) 1117)
Net balance 2580 (4319) - 1739 -
19 — Taxes

Income taxes (current or deferred) arereflectedin profit or loss, except when they arise from transactions reflected
inother equity items. Inthese situations, the corresponding tax is also charged against equity, without affecting the
resultfortheyear.

The current tax estimate for the years ended 31December 2017 and 2016 was calculated pursuant to paragraphs 1and
2 of article 64, of Law no.19/14, of October 22, with applicable tax rate of 30%.

Taxreturns are subject toreview and correction by the taxation authorities for aperiod of five years, due to differences
intheinterpretation of tax legislation, whichmay resultin possible corrections to the taxableincome for the years 2013

t02017.

However,itis not likely that any correctionrelating to these years willoccur and, if it occurs, no significantimpactis ex-
pected onthe financial statement.

AThetaxlossesforagivenyear,as providedforinparalof article 48 of the Industrial Tax Code, can be deducted from
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the taxable profits of the three subsequent years.

Theitem Current Tax includes taxes payable or recoverable through tax credits from previous years.

Deferredtaxis determinedusing tax rates enacted or substantively enacted by the balance-sheet date whichare ex-
pectedto apply onthedate thetemporary differences arereversed. Thus for the years 2017 and 2016, the deferred
tax was calculated onthebasis of a30%rate. The deferred tax assets recognizedin the balance sheet at 31December
2017 and 2016 canbe analysed as follows:

(thousands of kwanzas)

Assets Liabilities Net
31.12.2017 31.12.2016 31.12.2017 31.12.2016 Liquido 31.12.2016
Impairment of loans to customers - - - (2299) - (2299)
Effective rate comissions loans 76 614 - - 76 614
Effective rate of securities - - - (201) - ( 201)
Other fixed assets 1177 1405 - - 1177 1405
Deferred tax asset/ (liability) 1253 2019 - (2500) 1253 ( 481)

TheBank assessedtherecoverability of its deferred taxes on the balance sheet based on the expectation of future ta-
xable profit.

Themovementsinthe deferredtaxitemsonthebalance sheet were charged against the following:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Opening balance (487 3214
Recognised in profit or loss 1734 (3695)
Closing balance(Asset/(Liability) 1253 ( 481)
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Thereconciliation of the corporateincome tax rate to the amount recognisedin theincome statement, canbe analysed

inthefollowing manner:

31.12.2017 31.12.2016
% Valor % Valor
Profit before tax 4 935 348 3610 255
Tax rate 30% 30%
Income tax calculated based on the tax rate (1480 604) (1083 077)
Fiscal benefits onincome from public debt securities - Art 47° 12,28% 606 185 4,30% 155 166
Investment Income Tax -112,55% (55 548) -30,47% (10 999)
Other -0,01% (704) -0,30% (10 773)
Tax for the year -18,86% (930 671) -26,31% (949 683)

Income derived from public debt securities such as Government Bonds and Treasury Billsissued by the Angolan State,
whichissuanceisregulated by Presidential Decree No.259/10, of November 18 and Presidential Decree No. 31/ 12 of

January 30, is tax exempt.

Inaddition, by Presidential Legislative Decree No.5/11,of December 30 (revised and republished through Presidential
Legislative Decree No.2/14, of October 20) capitalincome tax (CIT) wasintroduced forincome derived from public debt

securities(Government Bonds and Treasury Bills) issued by the Angolan State.

Nevertheless,inaccordance with the provisions of article 47 of the Industrial Tax Code (Law no.19/14 of October 22),

inforce since 1January 2015, in determining the taxable amount,income subject to CIT willbe deducted.

Therefore,indetermining taxableincomefor the years ended 31December 2017 and 2016, suchincome was deducted
fromthe taxableincome. Likewise, the expense arising from CIT paymentis not fiscally acceptedfor the determination

of the taxableincome, as providedin para1(a) of article 18 of the Industrial Tax Code.

Notwithstanding the foregoing, withregards toincome derived from public debt securities, according to thelast un-
derstanding of the Tax Authority addressed to ABANC (letter with reference number196/DGC/AGT /2016 of 17 May

2016), only income from securitiesissued on or after 1January 2012is subject to this tax.

It should also be noted that according to the position of the Tax Authority, the revaluation of the public debt securities
issuedinnational currency butindexedto foreign currency, andissued since 1January 2012, should be subject to cor-

porateincome tax untilthe National Bank of Angolaisinaposition to deduct at source the CIT.
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20 — Other assets

Theitem Other assets as at 31December 2017 and 2016 is brokendown as follows:

(thousands of Kwanzas)

31.12.2017 31.12.2016

Art collections - -
Salary advances 1650 7
Prepayments and deferred costs 61316 30048
Sundry debtors 33425 474
Office Material 8176 393
Other advance payments 2009 300

106 577 31222

21— Deposits from Central banks and other banks

The heading Deposits from other banksis presented as follows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Deposits from other banks
Interbank Monetary Market 30 948 8234
30 948 8 234

These funds have maturities of less than 3 months.
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22 — Deposits from customers and other borrowings

Thebalance of Deposits from customers and other borrowings, in terms of their nature, comprises the following:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Demand deposits
In national currency 8 290 742 5904 498
In foreign currency 1059 081 1104 597
9349823 7009095
Time deposits
In national currency 6321257 4459520
In foreign currency 57 746 307 570
6379003 4767090
15728 826 11776 185

The grading of Deposits from customers and other borrowings per maturity as at 31December 2017 and 2016, is as fol-

lows:
(thousands of Kwanzas)
31.12.2017 31.12.2016
Sight deposits 9349 823 7009095
Time deposits
Up to 3 months 5519 065 4 230197
From 3months to1year 859938 536 893
6379003 4767090
15728 826 1776185

As of 31December 2017 and 2016, time deposits inlocal and foreign currency bearinterest at anannualaveragerates
0f11.92% and 8.95% (2016: 4.34% and 9.38%), respectively. Demand depositsinlocal and foreign currency were not
remunerated during the years of 2017 and 2016
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23 — Provisions

Themain provisions are detailed below:

BCH Banco Comercial do Huambo

(thousands of Kwanzas)

31.12.2017 31.12.2016
Provisions
Liabilites of tax nature 21917 21917
21917 21917

In 2016, the Bank made a provision for contingent liabilities to cover tax contingencies classified as probable.

In2017,the Bank performed are-evaluation of the provision and considered that thereis no need for additions.

24 — Other liabilities

Thisitemis analysed asfollows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Tax charges payable - own 3690 295
Suppliers 6021 39350
Staff Costs 32590 33637
Tax charges payable - retained from third parties 20003 18 546
Other creditors 1554 359 14 289
Social Security contribution 4002 4996
Total 1674 855 1114

Thebalancein Other creditorsincludes anamount of 1,552,609 thousand AKZ referring to letters of credit.
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25 — Share Capital, Capital Surplus and Own Shares

Ordinary shares

The Commercial Bank of Huambo was incorporatedin 2009 with share capital of 300 million AKZ.In 2011the Bank in-
creasedits share capitalto 1billion AKZ andin 2012 there was apaid-upincrease of capital to 1.5 billion AKZ, dividedinto
1,500,000 shares,issued at par, withanominal value of 1,000 AKZ each. Andin 2014, the Bank increasedits share capital
102,265,249,000 AKZ, fully subscribed and paid up.

Despitethe capitalincrease carried out, as at 31December 2014 the Bank did not yet fulfilthe minimumregulatory re-
quirement for share capitaland equity of 2.5 billion Kwanzas,imposed by BNA through Notice No.14 /2013 of November
15th. On 31March 2016, the bank asked for BNA's authorization toincrease capital through incorporation of reserves
during 2016 for which BNA granted authorization by imposing as deadline for the operation September 2016.In July
2016 theBCHrecordedinits financial statements theincrease of capitalby 734,751thousand Kwanzas.

As at 31December 2017 and 2016 the share capital of the Bank is distributed among the shareholders as follows:

31.12.2017 31.12.2016
Nominal Nominal
N°Shares Total % Capital N°Shares Total % Capital
Value Value
Natalino Lavrador 1000 1545 1545 000 51.5% 1000 1545 1545 000 51.5%
Minoru Dondo 1000 600 600 000 20.0% 1000 600 600 000 20.0%
Antonio Mosquito 1000 600 600 000 20.0% 1000 600 600 000 20.0%
Sebastido Lavrador 1000 165 165 000 55% 1000 165 165 000 5.5%
Carlos Oliveira 1000 90 90 000 3.0% 1000 90 90 000 3.0%
5000 3000 3000000 100,00% 5000 3000 3000000 100,00%

OnFebruary 21,2018, the BNA published Notice No. 02 /18, which obliges commercial banks to have a minimum paid up
share capitalof AKZ 7,500,000 thousand by the end of 2018, inaccordance with article no. 3, para1of the same Notice.
The Bank plans to comply with thelegislative amendment by incorporating the freereserves, and BCH's management

is preparing the necessary procedures for appreciation and approval at the Shareholders’ General Meeting.

Annual Report and Accounts 2017 780f115



BCH Banco Comercial do Huambo

Earnings and dividends per share

In 2017 and 2016, the earnings per share and the dividend attributedin each year, withrespect to the previous year's
profit, wereasfollows:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Net Profit for the year 4004677 2660572
Weighted average number of ordinary sharesissues (thousands) 3000000 3000000
Average number of shares outstanding (thousands) 3000000 3000000
Basic earnings per share (in Kwanzas) 1335 887

26 — Other reserves and retained earnings

Movementsinthisitemthroughout the years ended 31December 2017 and 2016 are hereby presented:

(thousands of Kwanzas)

Other Reserves and Retained Earnings

Total other reserves
Other reserves and

Legal Reserve . . and retained
retained earnings

earnings
Opening balance 1January 2016 221122 2094580 2315702
Distribution of dividends - (219687) (219687)
Increase of share capital - (734751) (734751)
Closing balance 31December 2016 221122 1140142 1361264
Constitution of Legal Reserve 265196 - 265196
Transfer to retained earnings - 2395376 2395376
Balance at 31December 2017 486 318 3535518 4021836

The applicable Angolanlegislation requires that the Legal Reserveis credited annually with at least 10% of the annual
net profit, untilthe reserves equals the share capital.
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27 — Off-balance sheet accounts

Off-balance sheet liabilities and respective balances are presentedin the table below:

(thousands of Kwanzas)

31.12.2017 31.12.2016
Documentary credits 399500 294233
Guarantees received 2094580 945540
Committments to third parties - Revocable credit lines 327002 -
Custody of customers securities 19907 14904

Thedocumentary credits areirrevocable commitments made by the Bank onbehalf of its customers, topay / arrange
topay adetermined amount to the supplier of goods or services, within a stipulated period, against the presentation of
documentsreferring to the dispatch of the goods or provision of the service. Theirrevocable conditionis thatits can-

cellation or alterationis not possible without the express agreement of all partiesinvolved.

Revocable andirrevocable commitments are contractual arrangements for the provision of credit to customers (for
example, unusedlines of credit), which are generally contracted on fixed terms or with other termrequirements and
usually require the payment of acommission. Substantially all existing credit granting commitments require customers

tomaintain certainrequirements met when contracting the credit.

Notwithstanding the particular nature of these commitments, the assessment of these transactionsis based onthe
samebasic principles as any other commercialtransaction,namely the solvency of the customer and the business un-
derlyingit,and the Bank requires that these transactions are duly collateralized when necessary. Since most of them
are expectedto expire without being used, the amountsindicated do not necessarily represent future cashrequire-

ments.

Financialinstruments accounted for as Guarantees and other commitments are subject to the same approvaland
control procedures appliedto theloan portfolio, especially inregard to the assessment of the adequacy of the created
provisions as describedin the accounting policy describedin Note 2.17, the maximum credit exposureis represented
by nominal value that could be lost on contingent liabilities and other commitments assumed by the Bank inthe event

of default by therespective counterparties, without taking into account potentialloan or collateralrecovery.

The Bank provides custody, asset management, investment management and advisory servicesinvolving decision-
making as to the purchase and sale of various types of financialinstruments. For certain services provided, targets and

profitability levels are established for assets under management.
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28 — Related party transactions
According tolAS 24, entitiesrelated to the Bank are considered to be:

e Holders of qualifying participations- Shareholders who own10% or more of the share capital;

e Entities which are directly orindirectly controlled or are members of the same group — Subsidiaries, associates
andjointly controlled entities;

© Members of the Board of Directors and the Audit Committee and their spouses, descendants or first & second-
degreerelativesinthedirect descending or ascending line, considered ultimate beneficiary owners of the tran-

sactions or the assets.

Asat 31December 2017, the balances of BCH withitsrelated parties were as follows:

(thousands of Kwanzas)

Related Party Demand Deposits Term deposits Loans
Shareholders 266 661007 22500000 -
Members of the Board of Directors 25681268 15000000 -
Entities where Shareholders have significant influence 63938031 90000000 -

Entities where member of the BA have significant influence - - -
356 280 306 127 500 000 -

As at 31December 2016, the balances of BCH withitsrelated parties were as follows:

(thousands of Kwanzas)

Related Party Demand Deposits Term deposits Loans
Shareholders 287 829427 150 000 000 -
Members of the Board of Directors(BA) 31605105 - -
Entities where Shareholders have significant influence 303356813 40000000 -

Entities where member of the BA have significant influence - - -
622 791 345 190 000 000 -

29 — Fair value of financial assets and liabilities

Fair valueis based on quoted market prices, whenever these are available. If these do not exist, fair valueis estimated
throughinternalmodels based on cash flow discounting techniques. Generation of cash flow from differentinstruments
isbased ontherespective financial characteristics, and the discount rates usedincorporate both the market interest

rate curveandthe currentlevels of risk of the respectiveissuer.
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Fair value of the financial assets andliabilities held by the Bank at 31December 2017 and 2016 is presented as follow:

31.12.2017
Amortised Valued at fair value
Fair Value
cost Level1 Level 2

Assets

Cash and balances at central banks 3919921 - - 3919921
Deposits with other banks 779167 - - 779167
Loans and advances to banks 1382778 - - 1382778
Availabale-for-sale financial assets 43656 - - 43656
Investments held to maturity 22171931 - - 22171931
Loans and advances to customers 112283 - - 15556
Total assets 28409736 - - 28 413 009
Liabilities

Deposits from central and other banks 30948 - - 30948
Customer accounts and other borrowing 15728 826 - - 15728 826
Total Liabilities 15759774 - - 15759774

31.12.2016
Amortised Valued at fair value .
Fair Value
cost Level1 Level 2

Assets

Cash and balances at central banks 6915798 - - 6915798
Deposits with other banks 2259098 - - 2259098
Loans and advances to banks - - - _
Availabale-for-sale financial assets 43568 - - 43568
Investments held to maturity 9630283 - - 9630283
Loans and advances to customers 231697 - - 238649
Total assets 19080444 - - 19087 396
Liabilities

Deposits from central and other banks 8234 - - 8234
Customer accounts and other borrowing 11776185 - - 1776185
Total liabilities 11784 419 - - 11784 419

The Bank uses the following three-level hierarchy in the valuation of financialinstruments (assets or liabilities) which
reflectsthelevel of judgment, observableinputs and their prioritizationin determining the fair value of theinstrument,
inaccordance withthe provisions of IFRS 1.

oL evelT:Fair valueis determined on the basis of unadjusted quoted pricesin active markets for identical financial
instruments to those that arebeing valued.If thereis more than one active market for the same financialins-
trument, therelevant priceis the onethat prevailsin the principalmarket for theinstrument or pricesin the most
advantageous market that canbe accessed.
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e | evel 2: Fair valueis determined through valuation techniques based oninputs observablein active markets,
either direct(prices, rates, spreads, etc.) or indirect (derivatives) and valuation assumptions similar to those that
anunrelated party would usein measuring the fair value of the same financialinstrument. It also includesinstru-
ments which valuationis obtained through quoted prices disclosed by independent entities but whose markets

havelower liquidity.

oL evel 3:Fair valueis determined on the basis of data, unobservablein active markets, using techniques and as-
sumptions that market participants would use when pricing the sameinstruments, including assumptions about
theinherent risks, the valuation technique used and theinputs used and theinvolved procedures for reviewing

the precision of the values thus obtained.
The Bank considers that the market for a given financialinstrumentis active, at the measurement date, depending on
the volume of transactions carried out and their liquidity, relative volatility of quoted prices and readiness and availability
of theinformation, by observing the following preconditions:
e Existence of frequent daily trading price quotesinthelast year
e Theabove mentioned price quotes changeregularly;
o There are executable quotes frommore than one entity
Aninput usedina valuationtechniqueis considered to be observableif the following conditions are met:
e [fits valueis determinedinanactivemarket;
elfthereisan OTCmarket anditisreasonable to assume that active market conditions exist, with the exception
of the trading volume condition;and
® The value of theinput canbe obtained by theinverse calculation of the prices of the financialinstruments and
/ or derivatives where the other necessary inputs for the initial valuation are observablein aliquid market orin

an OTCmarket that comply withthe previous paragraphs

Themainmethods and assumptions usedin estimating the fair value of the financial assets andliabilities accounted for

inthe balance sheet at amortised cost are analysed as follows:

Cashandbalances at Central Banks, Loans and advances to Central Banks and to other banks

Astheseare short-termassets, thebook valueis areasonable estimate of their fair value.
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Investments held to maturity

Thefair value of these financialinstruments is based on quoted market prices, when available. If they do not exist, the
fair valueis estimatedbased on the discounted expected future cash flows of principalandinterest from theseinstru-
ments.For the purposes of this disclosure, it was assumedthat Treasury Bills have short-termresidualmaturities and
that Government Bondsinforeign currency bear interest ratesinline with comparable legal market rates, and therefore

their carryingamount represents substantially the fair value of these assets.

Loans and advances to customers

Thefair value of loans and advances to customersis estimated based on the discounted expected future cash flows of
principalandinterest, assuming that theinstalments are paid onthe dates fixedin the agreements. Theinterest rates
andthediscount ratesusedare the average current rates used for loans with similar characteristics inthe past three

months.

For the purposes of this disclosure, it was assumed that loan agreements with variable interest rate present regular
adjustmentstotheinterest rate andnorelevant changes are made to the associated spreads, whichis why itis assumed

that the carrying amount substantially represents the fair value of these assets.

Deposits from centralbanks and other banks

Astheseare short-termliabilities, the book valueis areasonable estimate of their fair value.

Customer accounts and other borrowings

Fair value of these financialinstrumentsis estimated based on the discounted expected future cash flows of principal
andinterest. The discount rate usedis the one that reflects the rates charged on deposits with similar characteristics
atthebalance sheet date. Considering that, for the vast majority of the customer accounts and other borrowings port-

folioheldby the Bank, the applicableinterest rates arerenewedfor periods of less than one year, there are nomaterial

differencesintheir fair value.
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30 — Risk Management

TheBankis subject to different types of risksinthe course of its operations. Risk management is centralizedinrelation

tothe specificrisks of each business.

Therisk management policy aims to define the profile for eachrisk identified as material for the Bank, aiming to protect
theBank's solidity,as wellas to establish guidelines for theimplementation of arisk management system that allows
theidentification, evaluation, monitoring, control and reporting of all material risksinherent in the Bank's activity. Inthis
context, majorimportanceis attributed to the monitoring and control of the principal financial risks - credit, market and

liquidity - and non-financial risks- operational - to which the Bank's activity is exposed.
Principal Risk Categories

Credit — Reflects thelikelihood of negativeimpacts onresults or capital due to theinability of a counterparty to meet

its contractual obligations to the institution, including possible restrictions on the transfer of payments from abroad.

Market —The concept of market risk reflects thelikelihood of negativeimpacts onresults or capital due to adverse mo-
vementsininterestandforeign currency exchangeratesand/or prices of the different financialinstruments that com-
priseit,considering boththe correlations betweenthemandtherespective volatilities. Thus, the Market Risk encom-

passesinterest andforeign currency exchangeraterisks and other price-relatedrisks.

Liquidity — Thisrisk reflects thelikelihood of negativeimpacts onresults or capital arising from theinstitution's inability

tohave sufficientliquid resources available to meet its financial obligations as they fall due.

Operational — Operationalrisk means the probability of negativeimpacts onresults or capital arising fromfailuresinthe
analysis, processing or settlement of operations;internaland external fraud; the use of resources under a subcontrac-
ting regime;inefficient decision-making processes;insufficient orinadequate humanresources; or theinoperability of

theinfrastructures.
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Risk assessment
Credit Risk

TheRisk Management Officeis responsible to define and monitor the credit lines and exposurelimits applied to Custo-
mers and/or Economic Groups, by taking into account the maximumregulatory exposurelimits; the internalrisk limits
defined by the Bank,according to the profile andrisk appetite, as well as therisk analysis carried out; and the identification

of global exposurelimits and specificlimits by type of product or operation.

Creditrisk analysis models play akey rolein the credit decision process. In order toidentify if a Customer is eligible for
acreditline, andif it falls within the overall credit exposure limits defined by the Bank, the Risk Management Officeissues
an opinionontherisk quality of the Customer and evaluates the Bank's global exposure and the possibility that theuse

of the credit line may cause non-compliance with definedinternalllimits and regulatory limits.

For the purposes of the above, amonitoring and control chartis elaborated on amonthly basis according to Notice No.
03/2016.

Creditrisk models play akey rolein the credit decision process. Thus, the decision-making process for credit allocation

isbasedonaset of policies and parameters that areembodiedininternalmodels.

Thefollowingis theinformation onthe Bank's exposureto credit risk:

(thousands of kwanzas)

31.12.2017
Gross accounting Net accounting
value Impairment value
Cash and balances at central banks 3919921 - 3919921
Deposits with other banks 779167 - 779167
Investments held to maturity 22171931 - 22171931
Loans and advances to customers 116125 (3842) 112283
26 987 144 (3842) 26983302
(thousands of Kwanzas)
31.12.2016
Gross accounting Net accounting
value Impairment value
Cash and balances at central banks 6915798 - 6915798
Deposits with other banks 2259098 - 2259098
Investments held to maturity 9630283 - 9630283
Loans and advances to customers 239432 (7735) 231697
19 044 611 (7735) 19036 876
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Market Risk

TheRisk Management Officeisresponsible for the control of the market risks to which the Bank is exposed,and must
ensure the functions of identification, quantification, monitoring, evaluation, control, reporting and mitigation of these

risks.

Foreignexchangerisk managementisbased ontheidentification of theimpact that changesinthe exchangeratesre-

levant to the Bank may have onthe value of the exposures and their respective cashinflows and outflows.

Inorder toidentify theimpact that movementsin exchange rates may have on these cash flows andin this way esti-
matethe possibility of financiallosses, the Bank periodically prepares an analysis of possible scenarios and simulations
of movementsinexchangerates, arising fromaninternal analysis and expectations that the Bank has about their evo-

lution.

Withregardto exchangerisk information and analysis, regular reporting onnet foreign currency exposuresis ensured

onamonthly basisinaccordance with Notice No.4/2016.

The control of theinterest rateriskis ensured by the Risk Management Office. This type of risk occursinthe Bank’'s ac-
tivity whenever it entersinto transactions with financial cash flows sensitive to changesin theinterest rate. Thereis
thereforearealinterestraterisk, arising from changesin marketinterest rates, associated withmismatchesin the ti-
mings of assets andliabilities” interest rate repricing, decreasing their expected profitability (net interestincome) or
increasing their financial cost. The Bank's exposuretointerest raterisk is monitored onthe basis of the analysis of the
level of compliance with thelimits and maximum tolerable limits set for exposure to thisrisk. Inthis risk aspect, asses-

smentis made as to whatis theimpact of shocks applied tointerest rates ontotal exposure.

The quantification of theinterest raterisk is based on the calculation of the total exposure tointerest raterisk, i.e. the

totalamount of assets andliabilities sensitive to changes ininterest rates.

The assets andliabilities of the Bank are presented by type of rate as of 31December 2017 and 2016 as follows:
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'
(thousands of kwanzas)
31.12.2017
Exposure to Not subject to Total
Fixed rate Floating rate interest rate risk ota
Assets
Cash and balances at central banks - - 3919921 3919921
Deposits with other banks - - 779167 779167
Loans and advances to central and other banks 1382778 - - 1382778
Avalable-for-sale financial assets - - 43656 43656
Investments held to maturity 22171931 - - 22171931
Loans and advances to customers 22372 89911 - 112283
23577081 89911 4742744 28409736
Liabilities
Deposits from central and other banks 30948 - - 30948
Customer accounts and other borrowings 15728 826 - - 15728 826
15759774 - - 15759774
Total 7 817 307 89911 4742744 12649962
(thousands of kwanzas)
31.12.2016
Exposure to Not subject to Total
Fixed rate Floating rate interest rate risk ota
Assets
Cash and balances at central banks - - 6915798 6915798
Deposits with other banks - - 2259098 2259098
Avalable-for-sale financial assets - - 43568 43568
Investments held to maturity 9630283 - - 9630283
Loans and advances to customers 14 886 216 811 - 231697
9645169 216 811 9218 464 19 080 444
Liabilities
Deposits from central and other banks 8234 - - 8234
Customer accounts and other borrowings 11776185 - - 11776185
11784 419 - - 11784 419
Total (2139250) 216 811 9218 464 7296 025
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Thefollowing table shows the averageinterest rates for the major categories of financial assets and liabilities of the

Bank for the years ended 31December 2017 and 2016, as wellas therespective average balances andincome and ex-

pensesfortheyear:
(thousands of kwanzas)
31.12.2017 31.12.2016
Average Average
Average balance Interest for the . Average balance Interest for the .
interest interest
for the year year for the year year
rate rate
Loans
Loans and advances to customers 5417 860 60624 11% 7129 454 97553 1.4%
Deposits with and loans to 7628 381 2686 0.04% 9218 394 10714 0.1%
Portfolio of securities 15944719 2020878 12.7% 6066208 1105990 18.2%
Total loans 28990960 2084188 7.2% 22 414 056 1214 257 5.4%
Deposits
Customer accounts and deposits fr 27505 0™ 279603 1.0% 9347 462 176 687 1.9%
Financial liabilities 27505011 279603 1.0% 9347 462 176 687 1.9%
Net Interest income 1485949 1804 585 13 066 594 1037571

Pursuant to article 6 of Notice no. 08/2016 of June 22, the Bank mustinform the BNA whenever the banking book’s

economic valueis potentially reduced by more than 20% of regulatory capital or of netinterestincomeasaresult of a

2% changeintheinterestrate. During the years 2017 and 20116, the Bank complied with this requirement.
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Thebreakdown of assets and liabilities as at 31December 2017 and 2016 by currency is as follows:

(thousands of Kwanzas)

31.12.2017
Kwanzas US dollars Euros Other currencies Total
Assets
Cash and balances at central banks 3657412 173888 88621 - 3919921
Disponibilidades em outras instituices de credito 55005 143358 563059 17745 779167
Aplicacdes em bancos centrais e em outras instituicoes de crédito - - 1382778 - 1382778
Available-for-sale Financial Assets 43656 - - - 43656
Investments held to maturity 21972324 199 607 - - 22171931
Loans and advances to customers 12283 - - - 112283
Non-current assets held for sale 6221 - - - 6221
Other tangible assets 732213 - - - 732213
Intangible assets 110 616 - - - 10616
Current Tax assets - - - - -
Deferred tax assets 1253 - - - 1253
Other assets 98234 - 8343 - 106 577
26789217 516 853 2042801 17745 29366 616
Liabilities
Deposits from Central banks and other banks 30948 - - - 30948
Customer accounts and other borrowings 14281379 1339173 108 274 - 15728 826
Provisions 21917 - - - 21917
Current tax liabilities 883557 - - - 883557
Deferred tax liabilities - - - - -
Other liabilities 93578 - 1581277 - 1674 855
15311379 1339173 1689551 - 18340103
11477 838 (822320) 353250 17 745 11026 513
(thousands of kwanzas)
31.12.2016
Kwanzas US dollars Euros Other currencies Total
Assets
Cash and balances at central banks 6700076 142677 73039 6 6915798
Disponibilidades em outras instituicdes de crédito 65465 181332 1986707 25594 2259098
Available-for-sale Financial Assets 43568 - - - 43568
Investments held to maturity 9430536 199747 - - 9630283
Loans and advances to customers 231697 - - . 231697
Non-current assets held for sale 6221 - - - 6221
Other tangible assets 741734 - - - 741734
Intangible assets - - - - -
Current Tax assets 26135 - - - 26135
Other assets 30851 - 371 - 31222
17276 283 523756 2060117 25600 19 885756
Liabilities
Deposits from Central banks and other banks 7863 - 371 - 8234
Customer accounts and other borrowings 10377135 1385456 13162 432 11776185
Provisions 21917 - - - 21917
Current tax liabilities 945989 - - - 945989
Deferred tax liabilities 481 - - - 481
Other liabilities 103699 - 7415 - mna
11457 084 1385456 20948 432 12863920
5819199 (861700) 2039169 25168 7021836
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Liquidity Risk

The Risk Management Office monitors the mismatches arising from the use of short-termliabilities to hedge medium
andlong-termassetsinorder to avoidimpacts andliquidity shortages and to ensure that theinstitution'sreserves are
sufficient to meet daily cash needs, both cyclicaland non-cyclical, as well as the long-termneeds. Incorporatedin the
process of quantification and evaluation of the liquidity risk, the BCH periodically evaluates the resourcesin national
currency and foreign currency, aiming to maintain a satisfactory level of available funds to meet the financial needsin

the short,mediumandlongbothinanormal scenario andinacrisis scenario.
Following Instruction19/2016, the bank draws up biweekly and monthly charts to control possible liquidity outflows
andinflowsin various time buckets and currenciesin order to prevent future shortages and better approach andmanage

capital.

Asat 31December 2017 and 2016, the liquidity gap of the Bank's balance sheet presented the following structure:

(thousands of kwanzas)
31.12.2017
. From3months From1yearto5 .
Sight Up to 3 months Over 5 years Undetermined Total
tolyear years
Assets
Cash and balances at central banks 3919921 - - - - - 3919921
Deposits with other banks 779167 - - - - - 779167
Loans and advances to central banks and other banks - - 1382778 - - - 1382778
Available-for-sale financial assets - - - - - 43656 43656
Investments held to maturity - 7304751 14667 510 199670 - - 22171931
Loans and advances to customers - 312 54850 38367 18268 4328 16125
4699088 7305063 16105138 238037 18268 47984 28413578
Liabilities
Deposits from central banks and other banks - 30948 - - - - 30948
Customer accounts and other borrowings 9349823 5519065 859938 - - - 15728 826
9349823 5550013 859938 - - - 15759774
(4 650735) 1755 050 15 245 200 238037 18 268 47984 12653 804
(thousands of kwanzas)
31.12.2016
. From3months From1yearto5 .
Sight Up to 3 months Over 5 years Undetermined Total
to1year years
Activos
Cash and balances at central banks 6915798 - - - - - 6915798
Deposits with other banks 2259098 - - - - - 2259098
Available-for-sale financial assets - - - - - 43568 43568
Investments held to maturity - 5653964 894906 3081413 - - 9630283
Loans and advances to customers 20346 113832 26768 71332 7154 239432
9174 896 5674 310 1008738 3108181 71332 50722 19088179
Passivos

Deposits from central banks and other banks - 8234 - - - - 8234
Customer accounts and other borrowings 7009095 4230197 536893 - - - 1776185
7009 095 4238431 536 893 - - - 1784419
2165 801 1435879 471845 3108181 71332 50722 7303760

Annual Report and Accounts 2017 910f 115



BCH Banco Comercial do Huambo

Operational Risk

The operationalrisk management covers the whole of the bank’s activities, making the various business units respon-
sible foridentifying and managing therisks associated with their activities. Therisk management officeidentifies and
evaluates specificinstances of the principal risks that may jeopardize the achievement of the bank’s objectives, and
performs ongoing monitoring and development of risk mitigation measures. The quantification of operationalriskis de-
terminedin accordance withInstructionsNo.16/2016 andNo.17/2016, corresponding to 15% of the average of thelast
three years of the annual exposureindicator if positive and calculated by the basicindicator approach, which considers
the sum of severalitems on theincome statement, such as net interestincome, netinvestmentincome, net trading in-
come of securities held for trading, net income from foreign currency transactions and net income from provision of fi-
nancial services, whichinturnis constant until the end of the period, suffering change only in December. The amounts
inthese accounts have to do withthe good functioning and commitment of allthe areas of theinstitution and a periodic

monitoring is performed with monthly reporting to the regulatory body.

Capital Management and Solvency Ratio

TheBank's ownfunds are calculated in accordance with the following applicable regulations: Notice no. 05/2007 of 12
September, Instructionno.03/207110of 08 June,Notice no.2/2015 of 26 January and Noticen®10/2014 of 5 December.

Financialinstitutions must maintain alevel of own funds compatible with the nature and scale of operations that are pro-
perly weighted by therisksinherent in the operations, and must meet the minimum required Core Tier 1ratio of 10%. Tier

Tand Tier 2 capital comprise:

1. Original Own Funds — include (i) Paid-up capital; (i) Reserve to record the adjusted value of the paid up capital; (iii) re-
tained earnings from previous years; (iv)legal, statutory and other reserves from undistributed profits, or created toin-

crease capital, and (v) net profit for the year.

2. Additional Own Funds—include: (i) redeemable preference shares; (i) generic funds and provisions; (iii) reserves from
capital gains from sale of own-use properties; (iv) subordinated debt and hybrid securities; (v) other authorized value
by the BNA.

3.Deductions —include: (i) treasury shares subject to repurchase; (i) redeemable preference shares and with fixed and
cumulative dividends; (iii) loans granted with capital nature (iv) loans granted with capital nature;;value of the participations;
(v) tax credits resulting from tax losses; (vi) goodwill; (vii) other intangible assets net of amortizations; and (viii) other

values, by determination of the BNA.
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The BNA’s Notice No.09/2016 establishes that for the purpose of calculating the Core Tier TRatio the excess verifiedin
therisk exposure limit per customer should be deducted from the Regulatory Capital.

(thousands of Kwanzas)

31.12.2017 31.12.2016
Tier 1plus Tier 2 capital 10 557 116 6523678
Risk-weigthed assets 1477 473 124071
Regulatory capital requirements 741776 N/A
Own Funds Requirements for Credit Risk 88595 N/A
Own Funds Requirements for Market Risk 196770 N/A
Own Funds Requirements for Operational Risk 456 410 N/A
Core Tier 1ratio - Base 142,32% 154,22%
Core Tier 1ratio- Adjusted 142,32% 154,22%

31— Impacts of the transition to IAS/IFRS
Mainimpacts of the transition toIAS / IFRS on equity and net profit for the year ended 31December 2016.

Theenforcement of IAS/IFRS, as of 1January 2017, as set forthinNotice No. 6/16 of 22 June of BNA, requiredintroduction
of adjustments resulting from the application of the new accounting principles, which determine amendments to the
amountsinthe Balance Sheet, Equity and Net Profit for the year 2016 that were preparedin accordance with the previous
accounting standards laid down in the Accounting Plan for Financial Institutions("CONTIF ).

These are the Bank's first separate annual financial statements preparedin accordance with IAS/IFRS and the provisions
of IFRS Thave been complied with for the purpose of determining transition adjustments, with reference to 1January
2076. Thereconciliation of Net Profit and Equity for 2016, in accordance with CONTIF andIAS/ IFRS, as definedinIFRS 1.
Inpreparing the financial statements on the transition date, the Bank has decided to opt for some of the exceptions per-
mitted under IFRS Thereby presented:
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(i) Derecognition of financial assets

According to the option of IFRS 1, the Bank decided to apply the derecognition requirements of IAS 39 only for operations
carried out as from1January 2016. Thus, assets derecognised up to that date, in accordance with previous accounting
standards were not restatedin the balance sheet.

(i) Valuation of fixed assets

The Bank decided to consider as cost of the fixed assets, with reference to 1January 2016, the book value determined

inaccordance with the accounting policies previously applied.

Withthe exception of the abovementioned situations, the bank adopted the remaining IAS/IFRS, retrospectively.

Theimpacts of thetransition toIAS / IFRS onthe Bank's financial position are presented below.

Balance as at 1January 2016

Thousands of AKZ
01.01.2016 Transition 01.01.2016
Description CONTIF ) Reclassif. Description FRS
CONTIF adjustments IFRS
Assets
Cash and cash equivalents 9253730 - 8162 7343109 Cashandbalances at central banks
1918 783  Deposits with other banks
Financial assets 43 568 - (43 568) - Investments in subsidiaries, associates and joint ventures
Itemin course of collection from other banks 6929 - (6 929) - N
Loans and advances to customers 430212 3145 (13 889) 419 468  Loans and advances to customers
Securities held to maturity 2414 997 - - 2414997 Investments held to maturities
Available-for-sale securities - . 43568 43568 Available-for-sale assets
Fixed assets 275 456 (5 441) (24 631) 245 384  Other fixed assets
Intangible Assets 2580 - 24 082 26 662 Intangible assets
- 3214 - 3214 Deffered tax assets
- - 10 008 10 008  Current tax assets
Other current assets 49142 - 3197 52339 Other assets
Total Assets 12 476 614 918 - 12 477 532 Total assets
o 01.01.2016 Transition i 01.01.2016 o
Description CONTIF ) Reclassif. Description FRS
CONTIF adjustments IFRS
Liabilities
Deposits 6882588 - - 6882588 Customer accounts and other borrowings
Short-term wholesale funding - 27 916 27 916  Deposits from central and other banks
Items in the course of collection due to other banks 27 916 - (27 916) - N
Other liabilities 977 660 - - 977 660  Other liabilities
Provisions for probable liabilities - 8 417 - 8 417  Provisions
Total liabiliti 7 888 164 8 417 - 7 896 581 Total Liabilities
Equity
Share capital 2265249 - - 2265249 Share Capital
Other reserves and retained earnings(losses) 2323201 (7 499) - 2315702 Otherreserves and retained earnings(losses)
Total Equity 4 588 450 (7 499) - 4 580 951 Total Equity
Total equity + Liabilities 12 476 614 918 - 12 477 532 Total Equity + Liabilities
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Thousands of AKZ
31.12.2016 Transition 31.12.2016
CONTIF . Reclassif. IFRS
CONTIF adjustment IFRS
Assets
Cash and Cash equivalents 9143 204 - 31691 6 915798 Cash and balances at central banks
2259 098 Deposits with other banks

Financial assets 43568 - (43 568) - Investments in subsidiaries, associates and joint ventures
Item in course of collection from other banks 30703 - (30703) - N
Loans and advances to customers 236 196 5614 (10 113) 231697 Loans and advances to customers
Securities held to maturity 9629 613 670 - 9630 283 Investments held to maturities
Available-for-sale securities - - 43568 43568 Available-for-sale assets

- - 6221 6221 Non-current assets held for sale
Fixed assets 699 275 (4 682) 47 141 741734 Other fixed assets
Intangible Assets 47 141 - (47 141) - Intangible assets

- 3214 (3214) - Deferredtax assets *

- 26135 26135 Current tax assets
Other current assets 54 453 - (23 231) 31222 Other assets
Total assets 19 884 153 4 816 (3 214) 19 885 756 Total do Activo
31.12.2016 Ajustamentos de . 31.12.2016
CONTIF Reclassif. IFRS
CONTIF transicdo IFRS

Liabilities
Deposits 1776 185 - - 11776 185 Customer accounts and other borrowings
Short-term wholesale funding - - 8234 8 234 Deposits from central and other banks
Items in the course of collection due to other banks 8234 - (8 234) - N
Current tax liabilities - - 945 989 945989 Current tax liabilities

- 3695 (3214) 481 Deferred tax liabilities
Other liabilities 1057103 - (945 989) 1114 Other liabilitites
Provisions for probable liabilities 21917 - - 21917 Provisions
Total Liabilities 12 863 439 3 695 (3 214) 12 863 920 Total Liabilities
Equity
Share capital 3000 000 - - 3000 000 Share capital
Legal reserve 221123 - (221123) - Legalreserve
Other reserves 14794 - (14 794) - Otherreserves
Retained earnings/losses 1132 845 (7 499) 235917 1361264 Retained earnings/losses
Net profit 2651952 8621 - 2660 572 Net profit
Total equity 7 020 714 1122 - 7021836 Total equity
Total Equity + Liabilities 19 884 153 4 817 (3 214) 19 885 756 Total Equity + Liabilities
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Income Statement as at 31 December 2016

Thousands of AKZ
31.12.2016 Transition 31.12.2016
CONTIF Reclassif. IFRS
CONTIF adjustments IFRS
Income form Financial Instruments-Assets 1209 206 5052 1214 258  Interest and similar income
() Interest expense -deposits (176 687) - - (176 687)  Interest and similar expense
Net Interest Income 1032 519 5052 - 1037 571  NetInterest Income
Net Income from the provision of financial services 2468 431 - 100 389 2568 820 Fee and commissionincome
(100 389) (100 389)  Fee and commission expense
- Income from available-for-sale financial assets
Net income from foreign currency transactions 681016 - 681016 Income from foreign currency transactions
Other operating income and expenses 71623 - (100 272) (28 649) Other income (expense)
Non-profit taxes and fees (69 921) - 69 921 - N
Fines charged by regulatory entities (5 148) - 5148 - N
Other administration and general expenses (630) - 630 - N
Cost Revovery - - - - N
Non-operating loss (24 573) - 24 573 -
4153 317 5052 - 4158369  Net Operating Income
Staff (301053) (1151) - (302204) Staff Costs
Utilities (449 966) - - (449 966)  Utilities and Contracted services
Depreciations and Amortizations (34 242) 759 - (33483) Depreciations and Amortizations for the year
Provisions and other liabilities (21917) - - (21917)  Provisions net of write-offs
(-) Provisions for bad debt and guarantees 251801 7 655 - 259 456  |mpairment losses on loans, net of reversals and
recoveries
3 597 940 12 315 - 3610 255  Profit before tax

Income tax (945 988) (3695) - (949 683) Tax expense - current
Net Profit 2651952 8 621 - 2660 572  Profit for the Year

Thedifferences between CONTIF andIAS / IFRS, withimpact on the financial statements as of 1January and 31December

2016 and the reconciliation of equity and results on thereferred dates, are presented as follows:

Thousands of AKZ
. Equity Net Profit for Equity
Description Notes 01.01.2016 2016 01.01.2017

Loacl standards (CONTIF) 4 588 450 2 651 952 7 020 714
Impairment for loans and advances to customers a) 8 423 (762) 7 661

limpairment for loans and advances to customers - | a) (8 417) 8 417 -

Effective rate commissions loans b) (5 278) 3 231 (2 047)
Effestive rate securities c) - 670 670
Fixed assets d) (5 441) 759 (4 682)
Adjustments -Sub-total (10 713) 12 315 1 602

Deffered tax 30% e) 3 214 (3 695) (481)
Total transition adjustments (7 499) 8 621 1122
Equity (IAS/IFRS) 4 580 951 2 660 572 7 021 836
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Notes:

a)Pursuant toIAS 39, the loan portfoliois measured at amortised cost and is subject toimpairment tests. Impairment
losses result from the difference between the carrying amount of theloans and the present value of estimated cash
flows discounted at the effective interest rate of theloans, calculated at the beginning of the contract (effectiverate
calculatedindividually for each contract). The value of the expected cash flows is based on the recoverable amount of

theloan, as aresult from performed economic analysis.

TheBank’s policy istoregularly assess whether thereis objective evidence of impairment initsloan portfolio. Identi-
fliedimpairment losses are recognisedin theincome statement and are subsequently reversed through profit or loss

if the amount of theimpairment losses decreasesin a subsequent period.

The application of theimpairment model on the Bank'sloan portfolio had a positiveimpact inthe amount of 7,6610on
total equity withreference to 31December 2016 when compared to the application of regulatory provisions determi-

nedinaccordance with the noticesissuedby the BNA.

b) Instructionno.07/2016 of 08 August establishes the procedures that financialinstitutions must follow as to the
application of the effective interest methodin recognition of income and expenses associated with financialinstru-
ments, in accordance with International Accounting Standard 39 - Financial Instruments: Recognition and Measure-

ment, hereinafter referredto asIAS 39.

The "effective interest method" of a financial asset or a financial liability (or group of financial assets or financial liabili-
ties) isintended to allocate interestincome or interest expense during the relevant period. The calculationincludes

commissions and other eligible transaction costs, paid or received between the contractual parties.

Thereforeitis necessary to determine the "effectiveinterest rate™, arate that exactly discounts estimated future cash
payments or receipts through the expected life of the financialinstrument or, where appropriate, a shorter period to

thenet carrying amount of the financial asset or financial liability.

Taking into account the need to adapt the computer systems for the calculation of loan commissions according to the
effectiverate method, it has not yet been possible, to date, to determine the adjustment based on this method, and
the Bank has opted for thelinear deferral of commissions over the remaining life of the performing loans at balance

sheet date.
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Anadjustment amount was determinedinthe amount of AKZ 2,047 thousand, with reference to 31December 20116.
Thisamountisrecognizedinnet interestincomeinthe following years, over the remaining period to maturity of the

loans. This calculationincluded all commissions and expenses associated withloans granted to customers.

c) Adjustment resulting from financial instruments classified as held-to-maturity, in accordance with the criteria es-
tablished by IAS 39,in which the effective rateis determinedindividually for each of the securitiesincludedin thein-
vestment portfolio. Itis through the application of this rate, up to the date of derecognition of the security, that the ori-

ginal premium or discount is recognizedin profit or loss.

d)Considering the rules defined by IAS 38, the Bank had a group of assets recorded under the heading *“Fixed assets",

which were not eligible to be capitalized and therefore were written-off, resulting in an adjustment.

e) Inaccordance with the criteria definedinIAS 12, deferred taxes are calculated considering the temporary differen-
cesbetweenthe carryingamount of the assets and liabilities for accounting purposes and the amounts used for tax
purposes using the tax rates enacted or substantively enacted at the balance sheet date, which are expected tobe

applied onthe date the temporary differences arereversed.

Deferredtaxes arerecognized when thereis areasonable expectation that future taxable profit willbe available to ab-

sorb the temporary differences deductible for tax purposes (including carried-forward tax losses).

Inthis context, the transition adjustments with reference to 1January 2016 and 31December 20716 result in negative
equity variations. According to the Industrial Tax Code inforce, negative equity variations are not of relevance tothe
determination of tax payable, thatis, for current tax purposes. As at 31December 2017, the tax effects of the transi-

tion adjustments were recognized.

As conversion adjustments arereversed, for example, as commissions associated with credit are recognized in profit

orloss, the amount of deferred tax assets must also be reversed through profit or loss for the year.

It should be noted that the BNA has defined that for the purposes of: (i) the preparation of the opening balance sheet
inaccordance with IFRS and:; (ii) reconciliation between equity in accordance with generally accepted accounting prin-
ciples and equity under IFRS, financial institutions should consider the tax framework in forcein Angola, whichis why

the Bank has defined this accounting treatment.
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32 — Relevant facts

Application of IAS 29 to the Financial Statements for 2017

IAS 29is the standard applicable to the financial statements of entities whose functional currency is that of ahyperin-
flationary economy. Hyperinflationisindicated by characteristics of a country’s economic environment which include

(but are not limited to) the following situations:

a) people generally prefer to keep their savingsin non-monetary assets or in arelatively stable foreign currency. The

amounts heldinlocal currency areimmediately invested to maintain purchasing power.

b)people generally think of monetary amounts not in terms of local currency but in terms of a stable foreign currency.
Prices canbe quotedin this stable currency;

c) sales and purchases on credit occur at prices that compensate for the expected|loss of purchasing power during the
credit duration, evenif the periodis short.

d)interest rates, wages and prices are linked to a price index.

e) three-year cumulativeiinflation rates approach or exceed 100%.

The Angolan Banking Association (ABANC), following a concertation meeting with the associates, issued amemorandum

stipulating the non-applicability of the IAS 29 standardin Angola, essentially based on the following:
e the number of entities that have converted their liquidity into non-monetary assetsis not significant, as evi-
denced by the excess supply in thereal estate sector that has been verified, and also by the behaviour of deposits

inthe banking sector.

e depositsindomestic currency grew between 2014 and the end of 2017 by the same percentage as M3, without

evidence of any changein the behaviour of deposit holders.

e sales and purchases on credit are practices not knownto exist in the Angolan market.
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e interest rates have not kept pace with therise of theinflationrate, and negative realinterest rates have persisted

during thelast few years.

e Wagesin Angolaare notindexedto the price index, so that, the national minimum wage has grown at arate well

below theinflation rate of recent years, and public sector wages have grown below inflationrate.
Accordingly, ABANC concludedthat the necessary conditions for the applicability of IAS 29in the country were not met.
The National Bank of Angola, inits correspondence withreference number139/DR0/18, dated 7 February 2018, stood
by the position of ABANC. In thelight of the abovementioned positions, and considering that it is amember of ABANC,
the Bank did not apply the provisions of IAS 29 toits statements for the year ended 31December 2017 and respective
comparative year.
33 —Recently issued accounting standards and interpretations
Therecently issued accounting standards andinterpretations are as follows:

IFRS 9 — Financial Instruments

This standard, whichis mandatorily effective as of 1January 2018, and following its adoption by the National Bank of An-

gola, replaces|AS 39 "Financial Instruments: Recognition and Measurement.”

IFRS 9introduced amendments to the way financialinstitutions calculate impairment of financialinstruments, mainly
withregard to Loans and advances to customers. IFRS 9 uses the Expected Credit Loss — ECL model whichreplaces the

incurredloss modelused by IAS 39.

According to this new model, entities must recognize expectedlosses before the occurrence of loss events. Thereis also
aneedtoinclude forward-looking informationin the expectedloss estimates, including future macroeconomic trends

and scenarios.

Under the ECL model, assets are classifiedin one of the following stages, according to changes in credit risk sinceinitial

recognition and not according to credit risk at the reporting date.
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o Stage 1—Includes assets for which therehad not been a significant increase of credit risk since initial recognition.
For these assets 12-month expected credit losses are recognized, as fromthe reporting date;

e Stage 2 —Incase there has been a significantincrease inrisk sinceinitial recognition, the assets are classifiedin
stage 2.Inthis stage, lifetime ECL are recognized for these assets. The concept of significant credit risk degradation,
asenvisagedinIFRS 9,introduces ahigher level of subjectivity in theimpairment calculation, and also requires a
greater connection with the entity’'s credit risk management policies. Thelifetime and forward-looking perspec-
tivesintroduce challengesin the modelling of credit risk parameters

o Stage 3 - assets that areimpaired must be classifiedin this stage, with lifetime ECL recognised. Inrelation to
stage, the differenceis thatinterest revenueis calculated on the net carrying amount whereasin stage 2 itison
the gross carrying amount.

In order to prepare in advance the relevant updatesintroduced by the enforcement of IFRS 9, BNA sent to the Financial
Institutions animplementation plan for the year 2018. The Bank therefore considers it advisable that the disclosure of
impacts be made only when further work developments permit the obtaining of stable andreliable estimates as to the

accounting of financialinstruments within the scope of the new standard and calculation of impairment losses thereon.

The summary of IFRS 9 by subjectis as follows:

The summary of IFRS 9 by subject is as follows:

Classification and measurement of financial assets

e Allfinancial assets are measured at fair value on the date of initial recognition, adjusted for transaction costs if
theinstruments are not accounted for at fair value through profit or loss (FVTPL). However, customer accounts
without asignificant financing component areinitially measured at their transaction price, as definedinIFRS - 15

Revenues from contracts with customers.

e Debtinstruments are subsequently measured based on the contractual cash flows and the business model un-
der whichthey are held. If adebtinstrument has cash flows that are solely payments of principal andinterest on
the principalamount outstanding andif it is held within a business model which objectiveis tohold the assets to

collect the contractual cash flows, then the instrumentis measured at amortised cost. If adebt instrument has
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cashflows that are solely payments of principal and interest on the principal amount outstanding andif it is held
withinabusiness model which objectiveis achieved by both collecting contractual cash flows and selling financial
assets, thentheinstrument is measured at fair value through other comprehensiveincome (FVTOCI) with sub-

sequent reclassification to profit andloss.

e Allother debtinstruments are measured at fair value through profit andloss (FVTPL).In addition, thereis an op-
tionthat allows financial assets to be designated, at initial recognition, as measured at FVTPL if doing so eliminates

or significantly reduces significant accounting mismatchintheresults for the year.

® Equity instruments are generally measured at FVTPL. However, the entities have anirrevocable optiononaca-
se-by-case basis to present value changes of non-commercialinstruments in other comprehensive income

(without subsequent reclassification to profit or loss).

Classification and measurement of financial liabilities

e For financialliabilities designated as FVTPL using the fair value option, the amount of the change inthe fair value
of these financialliabilities that is attributable to changes in credit risk must be presentedin the statement of com-
prehensiveincome. Theremaining amount of changein fair value shallbe presentedin profit or loss unless he pre-
sentation of changesin theliability's credit risk in other comprehensiveincome would create or enlarge anac-
counting mismatchin profit or loss.

o Allother classification and measurement requirements for financial liabilities of IAS 39 were carried forward to

IFRS 9,including the requirement to separate embedded derivatives and the criteriafor using the fair value option.

Impairment

e Impairment requirements are based on the Expected Credit Loss (ECL) model, which replaces theincurredloss
model of IAS.

© The ECL model applies to: (i) debt instruments measured at amortised cost or at fair value through other com-
prehensiveincome, (i) the majority of loan commitments (jii) contracts of financial guarantees, (iv) contractual
assets withinthe scope of IFRS 15 and (v) lease payments receivable within the scope of IAS 17 - Leases.

® Generally, entities are required to recognize 12-month or lifetime ECLs, depending on whether there has been
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asignificantincreasein credit risk since the initial recognition (or when the commitment or guarantee was entered
into). For accounts receivable without asignificant financing component, and depending on the entity’s choice of
accounting policy for other loans and advances to customers and for lease receivables a simplified approach can
be appliedin which thelifetime ECLs are always recognized. ECL measurement should reflect probability -weighted
outcome, the effect of time value of money and be based on reasonable and supportable best information available
without undue cost or effort.

Hedge accounting

o Hedge effectiveness tests should be prospective and can be qualitative, depending on the complexity of the
hedge, without the test of 80% -125%.

® Arisk component of afinancial or non-financialinstrument canbe designated as ahedgeditemif therisk item
is separately identifiable and measurable in areliable manner.

® Thetime value of an option, whichis the forward element of forward contracts and any foreign currency spread

basemay not be designated as hedging instruments but be recognised as hedging costs.
e Larger sets of items canbe designated as hedgeditems, including layer designations and some net positions.
Derecognition and modification of contracts

® [FRS 9incorporates the requirements of IAS 39 for derecognition of financial assets andliabilities without subs-

tantialamendments.

® The standard contains a specific guidance for recognition when the modification of afinancialinstrument not
measured through FVTPL does not result in derecognition of the same.

e Theinstitution shall recalculate the gross carrying amount of the financial asset (or amortized cost of the financial
liability) by discounting the contractual cash flows modified at the original effective interest rate and recognizing
any resulting adjustment in profit orloss asincome or expense.

® Gains or losses arising from modifications of financial liabilities and problematic financial assets which do not
lead to their recognition willnot be recognised in profit or loss.

IFRS 15 — Revenue from Contracts with Customers
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OnMay 28,2014, thelASBissuedIFRS 15 - Revenue from contracts with customers. IFRS 15 was adopted by Regulation
of the European CommissionNo 190572016 of 22 September 2016. With mandatory application for periods beginning

onor after1January 2018.

Early adoptionis permitted. This standard supersedes|AS 11— Construction Contracts, IAS 18 - Revenue, IFRIC13 - Cus-
tomer Loyalty Programs, IFRIC 15 - Agreements for the Construction of Real Estate, IFRIC18 - Transfers of Assets from

Customers and SIC 31Revenue — Barter Transactions Involving Advertising Services.

IFRS 15 determines a 5-stepmodel of analysis in order to determine when the revenue should be recognized and what
is the amount. The model specifies that revenue must berecognized when an entity transfers goods or services tothe
customer, measured by the amount that the entity expects to be entitled to receive. Depending on the fulfilment of some
criteria, revenueis recognized:

i) At the exact moment when the control over the goods or servicesis transferred to the customer; or

if) Over time, as performance obligations are satisfied.

TheBank initiatedin 2017 a process to evaluate the potential effects of this standard.

IFRS 16 - Leases

ThelASB, issued on13 January 2016 the standard IFRS 16 — Leases, which must be applied for period beginning on or
after 1January 2019. Early adoptionis permitted provided that IFRS 15 is also adopted. This standard replaces |IAS 17 —

Leases.

IFRS 16 removes the classification of leases as operating or finance (for thelessor), and treats allleases as finance leases.
Short-termleases (of less than 12 months) and leases where the underlying assets have alow value (such as personal

computers) are exempt from the requirements of the standard.

TheBankinitiatedin 2017 a process to evaluate the potential effects of this standard.

Other alterations
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ThelASBhas also published the following:

©0On19 January 2016 and applicable to periods beginning on or after 1January 2017,amendments to IAS 12 aimed
at clarifying when deferred tax assets should be recognized for unrealizedlosses toresolve differences of appli-

cation (adopted by European Commission RegulationNo 1989/2017 of 6 November).

© 0On 29 January 2016 and applicable to periods beginning on or after 1January 2017, amendments to IAS 7, dis-
closureinitiative, requiring entities to provide information on changes in liabilities arising from financing activities
asto enableinvestors to evaluate corporate indebtedness. (adopted by European Commission Regulation
1990/2017 of 6 November).

® Annualimprovements of 2014-2016 cycle,issued by the IASB on 8 December 2016, introduce amendments to

IFRS 12 (clarification of the scope of the standard), with an effective date on or after 1January 2017.

None of these amendments hadimpact on the Bank's financial statements.

Standards,amendments andinterpretationsissued but not yet effective for the Bank

IFRIC 22 —Foreign currency transactions and advance consideration

ThelFRIC 22 interpretation wasissued on 8 December 2016, and s effective for periods beginning on or after 1January
2018. Thenew IFRIC 22 provides that, in the event of advances in foreign currency for purposes of acquisition of assets,
expense support orincome generation, when applying paragraphs 21to 22 of IAS 21, the date considered as the date of
the transaction for the purpose of determining the exchange rate to be usedin the recognition of the asset, and thein-
herent expense or income(or part of it) is the date on which the entity initially recognizes the non-monetary asset or
liability resulting from the payment or receipt of advance considerationin the foreign currency (or in case of multiple ad-
vances, theratesinforce at each advance consideration).

The Bank initiatedin 2017 a process to evaluate the potential effects of this standard.
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IFRIC 23 — Uncertainty over Income Tax Treatments

Aninterpretation wasissuedon 7 June 2017, onhow to handle, in accounting terms, uncertainties about the tax treatment
of income taxes, especially when tax legislation requires that a payment is made to the authorities inthe context of a

tax dispute and the entity intends to appeal against the agreement in question whichled to such payment.

Theinterpretation has determined that the payment can be considered as atax asset, if itis related to income taxes, in
accordance withIAS 12 applying the criteria of probability defined by the standard as to the favourable outcomein favour
of the entity onthe matter concerned. In this context, the entity may use the most probable amount method or, if the

decision candictateranges of values, use the expected value method.

IFIRC 23is applied for periods beginning on or after 1January 2019 and can be adoptedin advance.

TheBankinitiatedin 2017 a process to evaluate the potential effects of this standard.
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Logo of Ernst & Young Angola, Lda

Address: Presidente Business Center

Largo 17 Setembro, n°3, 3° piso — sala 341
Luanda, Angola

Tel:+244227280461/2/3/4
Fax:+244227280465
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Independent Auditor’s Report

To the Board of Directors of Banco Comercialdo Huambo, S.A

Introduction

1.

We have audited the attached financial statements of Banco Comercialdo Huambo, S.A, hereby referred to as *Bank”,
which comprise Balance Sheet as at 31December 2017 showing total assets of 29,366,616 thousand Kwanza and
equity of 11,026,513 thousand Kwanza, including profit after tax of 4,004,677 thousand Kwanza; Income Statement;
Statement of Cash Flows, Statement of Changesin equity, for the year then ended and the Notes to the Financial
Statements.

Responsibility of the Board of Directors for the Financial Statements

2.

TheBoard of Directorsis responsible for the adequate preparation and presentation of these financial statementsin
accordance with accounting principles and policies generally acceptedin Angola and for the maintenance of an ap-
propriate internal control systemin order to permit that the financial statements are prepared free of material mis-

statements due to fraud or error.

Responsibility of the Auditor

3.

Our responsibility consistsin expressing an opinion about these financial statements, on the basis of the audit which
we conducted according to the International Standards on Auditing. Those Standards require that we comply with
ethicrequirements and plan and conduct such examination as to obtain reasonable assurance about whether the

financial statements are free from material misstatements.

Anauditinvolves procedures as to obtaining evidence about the amounts and disclosuresin the financial statements.
The selected procedures depend onthe auditor’s judgment, including the assessment of risk of material misstate-
mentsin the financial statements due to fraud or error. By conducting thoserisk assessments, the auditor considers

theinternal control relevant for the adequate preparation and presentation of the financial statements by the Bank
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inorder to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion onthe efficiency of the Bank'sinternal control. Anaudit alsoincludes assessment of the adequacy of the
applied accounting policies and their disclosure, reasonableness of significant accounting estimates made by the

Board of Directors and assessment of the overall presentation of the financial statements.

5. Webelieve that our audit provides areasonable basis for our opinion.

Bases for qualified opinion

6. The AngolanBanking Association (ABANC) and the National Bank of Angola (BNA) expressed aninterpretation that

allrequirements of IAS 29 - Financial Reporting in hyperinflationary economies (IAS 29) were not met in order to con-
sider the Angolan economy a hyperinflationary one for the year ended 31December 2017, and consequently, the
Bank did not apply the provisions of that standard to the financial statement on that date. As of 31December 2017
the cumulative inflation rate for the last three years approaches or exceeds 100%, depending on theindex used, and
itis also expected that it will continue to cumulatively exceed the 100% markin 2018, whichis an objective quantitative
condition that makes us consider that in additionto other conditions establishedin the IAS 29, the functional currency
of the Bank's financial statements as at 31December 2017 is a currency of ahyperinflationary economy.Inthese
circumstances, the Bank should have presentedits financial statements for the year then ended on that premise and
inaccordance with the provisions of that standard, which also establish the restatement of the financial statements
for the previous year for comparative purposes. We did not obtain sufficientinformation as to be able to quantify rig-
orously the effects of this situation on the Bank's financial statements as at 31December 2017, which we consider

significant.

Qualified Opinion

7.

Inour opinion, except for the effects of the matter described in the Basis for Qualified Opinion paragraph (6), the fi-
nancial statementsreferredtoinp.1above give atrue andfair view, in all material respects, of the financial position of
Banco Comercialdo Huambo S.A[Commercial Bank of Huambo] as of 31December 2017, of its financial performance

and cash flows for the year then ended, in conformity with the International Financial Reporting Standards.

Emphasis of Matter

8. Incompliance with the provisions of Notice no.6/2016 of 16 May, issued by the National Bank of Angola, the Bank

adoptedthe International Financial Reporting Standards(IFRS). In the process of transition from the previously adopted
accounting standards (Accounting Plan for the Financial institutions — Contif) to the IFRS, the Bank followed the re-
quirements set out in International Financial Reporting Standard 1— First-time Adoption of International Financial Re-
porting Standards. The date of transition was reported as at 1January 2016, previously presentedin accordance with

CONTIF, it was translatedinto IFRS for comparative purposes. The disclosures concerning the effects of transition to
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IFRS are presentedinNote 31.

9. Without prejudice to our qualified opinionin paragraph 7, we emphasize that, as describedin Note 25 of the Notes to
the Financial Statement, on 21February the National Bank of Angola published Notice no.2/2018 which sets amin-
imum capital requirement of 7.5 billion Kwanzas for the commercial banks until the end of 2018. The Bank intends to
comply with this provision throughincorporation of the free reserves to be submitted for approval at the Shareholders’

GeneralMeeting.

Other matters

10. Asmentionedinthe Directors’ Report, the Bank has undertaken severalinitiatives towards the improvement of for-
malization andimplementation of policies and procedures within the corporate governance model andinternal control
andthe process of preventing money laundering and financing of terrorism, including strengthening of the functions
of monitoring of the Bank's internal control. Despite the evident efforts, through procedures of follow-up we con-
ducted, we found out that there are procedures that have not been totally implemented thus the requirements of
Notice no.Tandno.2/2013 and Instructionn®1/2013issued by the National Bank of Angolainrelationto Corporate

Governance and Internal Control are not totally satisfied.

Luanda, 30 April 2018

Ernst & Young,Lda

Represented by: Daniel Guerreiro — Partner (Chartered accountant n° 20120082 -signatureillegible)

and Antonio Filipe Dias da Fonseca Bras - Partner (signatureillegible)
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w
Tothe shareholders of
BANCO COMERCIALDOHUAMBO,S. A.
Luanda

Pursuant tolegal provisions and the power vestedin us, we hereby submit to your attention our Report and Opinion which
includes the work we performed and the documents of the financial reporting of BANCO COMERCIAL DO HUAMBO, S.A.
(hereby referred to as Bank), for the year ended 31December 2017, which are aresponsibility of the Board of Directors.
The Balance Sheet shows total assets of 29,366,616 thousand Kwanza and equity of 11,026,513 thousand Kwanzain-
cluding profit after tax of 4,004,677 thousand Kwanza.

Throughout the financial year, we followed regularly the Bank’s activity by checking to the extent considered adequate
-theasset values, accounting records and respective supporting documents which comply with legal provisions and

with the Articles of Association.

The Bank’s management and departments provided on time the explanations and information we needed.

The Directors’ Report explains with sufficient clarity the activity performed by the Bank throughout the financial 2017

and we entirely stand by the proposed appropriation of profit made by the Board of Directors.

We consider that the Balance Sheet, the Income Statement, Statement of changes in equity, Statement of cash flows
andrespective Attachments arein accordance with thelegal and company requirements, and give atrue and fair view,
inallmaterialrespects, of the financial position of the Bank, as statedin the Reports of the External and Independent Au-

ditor from 30 April 2018, with which we agree.

The valuation criteria used for the preparation of the accounts correspond to the correct valuation of the assets.

Thelegal formalities and those in the Memorandum of association for disclosure of information and monitoring were

met.
Inthelight of the foregoing, in the Audit Committee’s opinion the referred Financial Statements and Directors’ Report as
well as the proposal for appropriation of profit made by the Board of Directors comply with applicable accounting and

company law requirements for the purpose of approval by the General Meeting of Shareholders.

We would also like to express our thanks to the Board of Directors and the Bank's departments for their collaboration.
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Luanda, 30 April 2018

The AUDIT COMMITTEE
Signed: Mr. Armando Nunes Paredes — President (Chartered accountant n®° 20152347)
Signed: Mr.Mario Castelo Branco - Deputy-chairman

Signed: Mr. Francisco Miguel Paulo — Deputy-chairman

Annual Report and Accounts 2017 T30of 115



