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BCH Banco Comercial do Huambo

Message from the Chairman

Onemore year has gone by and once again we are reflecting on BCH's activity, this time, with regard to 2016.

Inmy last message | expressed my concerns about 2016 based on theless favorable forecast which unfortunately be-
camereality inarather painfulmanner. The year of 2016 proved to be very difficult for the majority of economic agents.
However, despite allthose setbacks we at BCH continued to follow a prudent management and grow at a sustainable
rate as our mainratios show.

Similarly, the recognitionreceived from our customers and specialized press through the attribution of severalawards,
namely SIRIUS award, further increased our willto get better andbetter.

Throughout the period between 2015 and 2016, the assets confirm our good performance, accounting for a59%in-
crease, whilethe best performing item was Securities, up by 299%.

Asfor thenumber of clients, it increased by 36% and the volume of deposits followed this upward trend andincreased
by 71%. As at 31December 2016 the volume of savings accounts accounted for 40% of all deposits.

Profit after taxincreased by about 20% due mainly to a 93%increaseinnet interestincome.

Inthe same period, Tier 1+ Tier 2 capital increased by 44% due mainly to profits obtainedin 2015 and 2016.The solvency
ratio went up 20 percentage points to 154% when the minimumrequired by BNAis 10%.

Cost toincome ratio which shows costs inrelation toincome went down from 22% to 18%, which speaks of better effi-
ciency.

During 2016 we opened abranch at MACON terminal, and we have planned the opening of three other branches, two of
which with completed architectural projects.

We have also been admitting staff, prudently, inkeeping with the Bank’s progressive growth.

Themajor investments madein 2016 were channeledtoIT and electronicbanking.

We wouldlike to point out that we successfully joined the VISA project, which we consider animportant product for our
main customers. We are also investing in anew Internet Bank solution to reach our customersin a more practicaland
efficient way.

We highly value, throughout the many departments, our importance and contribution towards combating money laun-
dering and financing terrorism.

BCHhasbeenalso significantly engagedin complying with theinternational accounting standards, IAS / IFRS. There are
still someinvestments to be made in software for internal control and quality management.

Asfor 2017, we willdo our best to bring the main economic and financialindicators to the levels of last year’s.

Inorder for BCH to continue to grow and show financial strength, our Bank will continue to focus on quality management
associated with quality of service.

We are also aiming a significant reduction of operating costs and, so that all this is more than aforecast and becomes a

fact, we willputin our best effort to maintain profits at last year's level.
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BCH Banco Comercial do Huambo

However, we cannot overlook the fact that our sound and sustainable progressis due not only to our management but
alsotothetrust our clientshave placedinus. Itis also due to the shareholders who have acknowledged our commitment,
giving us the courage to continue on the path of success, despite the crisis that has taken over our country.

Atlastbut notleast asitis not of lessimportance andin order to highlight our gratitude, we would like to express our deep

appreciation to our employees for their performance, professionalism and desire to excel.

Wethank youall.

Natalino Bastos Lavrador

Chairman of the Board of Directors
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Corporate Bodies

As at 31December 2016, the corporate bodies were comprised as follows:

General Meeting of Shareholders - Board

Chairman Alexandra Teodora da Conceicao 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

Asat 31December 2016, the capital of Banco Comercial do Huambo was owned by 5 shareholders, as follows:

Shareholders Interest
Natalino Bastos Lavrador 51,5%
Valdomiro Minoru Dondo 20%
Antdnio Mosquito 20%
Sebastido Bastos Lavrador 55%
Carlos Saturnino Guerra Sousa e Oliveira 3%
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BCH Banco Comercial do Huambo

Macroeconomic Background

World economy

According to the International Monetary Fund (IMF)'", the world economy grew by 3.08%in 2016, down by 0.12% as com-
paredto 2015.

The evolution of global current accountimbalances during 2016 continued to be affected, as highlighted by the IMF, by
the declinein oil pricesin the previous two years, as well as considerable differencesin the growth rate of domestic de-
mandindifferent regions of the world.In 2015, the size of current account deficits and surplusesin relation to world GDP
expanded modestly for the first time since 2010 and dropped slightly in 2016 due to adeclinein the surpluses of China
and main European economies, together with further declineinthe deficits in Latin-American countries.

The economic slowdowninthe emerging market economies over the past few yearsis expected to be reversed, thus

resulting inincreased economic growthratesin these countriesin 2016 and 2017.

Figure 1: Economic Growth 2014 — 2017
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Source: World Economic Outlook — International Monetary Fund, October 2016

Economy of sub-Saharan Africa

ThelMF s projections for sub-Saharan Africa areincreasingly for multispeed growth. These projectionsreflect challenging
macroeconomic conditionsinthelargest economies of the region which are adjusting to lower commodity revenues as
aconsequence of thelower oil prices on theinternationalmarkets. This factor in addition to expectedincreasein financing
costs and global depreciation of local currencies with consequent inflation rise explains the economic slowdowninthe
region of sub-Saharan Africa, with growthrate for 2016 of 1.4% as opposed to 3.4%in 2015.

One of themajor economiesinthe region, Nigeria was projected to contract 1.7 %in 2016, reflecting temporary disruptions
to oil production, foreign currency shortages resulting from lower oil receipts and weak investor confidence.

In South Africa, GDP remained stagnantin 2016, with only amodest recovery this year as the commodity shocks dissipate
and power supply improves.

Many countriesintheregion will struggle to sustain growth through public expenditure as they had donein the past, due

1World Economic Outlook — International Monetary Fund, Outubro 2016
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torising public debt and difficulties in obtaining credit.

Ontheother hand, countries such as Cote d'lvoire, Ethiopia, Kenya and Senegal are expected to expand at pace of more
than 5 percent this year, benefiting fromlow oil prices, private consumption andinvestment growth rates.

Inflation was back at double-digit levelsin afew large economiesin sub-Saharan Africa, reflecting the pass-through of

large currency depreciationsin 2016.

Angolan Economy

Angolan economic activity in 2016 stagnated? but growth forecasts for 2017 remain at around 1.46 %, backed by anex-
pansion of the non-oil sectors due toincreased publicinvestment.

During the course of 2016, the Angolan economy continued to face anumber of constraints and uncertainties related to
the sharp declinein the price of oil oninternational marketsin previous years. Thishas also caused a shortage of foreign
currency inthe economy to financeimports of which the economy is stilllargely dependent. According to the IMF - Com-
modity Market Monthly, publishedin January 2017, the average price of abarrel of oilin December 2016 stood at USD
52.61. Withthe strengthening of national oil productionin 2016, it was possible to mitigate the sharp decelerationin other
sectors of activity that were affected by import restrictions.

These factors have animpact on all sectors of the economy, directly influencing GDP.

Figure 2: Evolution of the growth rate of Global Angolan Economic Activity (GDP)
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Source: World Economic Outlook — International Monetary Fund, October 2016

2 World Economic Outlook - International Monetary Fund, Outubro 2016
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Analyzing Figure 3: Percentage Structure of the Gross Domestic Product (%) one can see that the contribution of each
sector of activity to the global GDP remainedrelatively stable from 2015 to 2016. Furthermore, the primary sector (Fis-
hing, Diamonds, Agriculture and Oil) continued torepresent the greatest weight in the GDP structurein 2016 with 45.13
percent, followedby thetertiary sector with 35.37 percent.

Figure 3: Percentage Structure of GDP (%)
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Source: National Bank of Angola (BNA)

Withregardtoinflation,according to IMF's dataandforecasts, therate was 10.3%in 2015, representing a 3 percentage
pointsincrease over 2014. This variationin theinflation ratereflects the sharp devaluation of the Kwanza, consequent
significantincreasein the price ofimported goods andincrease of domestically produced goods due to higher production
costs. Alliedto allthese factors, there was also anincreasein the tax rate on consumption for alarge set of goods. Con-
trary to the stabilization trend of previous years, the Angolan economy recorded aninflationrate of 33.7 percent at the
end of 2016, which represents the highest rate of inflation since 2008 and anincrease of about 23.4 percentage points
over 2015.

3 Source: Annual Reports and Accounts 2015 - Banco Nacional de Angola
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Figure 4: Evolution of Inflation rate (%)
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Regarding the AKZ/USD exchangerate, it depreciated about 18 % between the end of 2015 and the end of 2016. This ad-
dedto evenhigher depreciation of 24.3 percent that had occurred between the end of 2014 and the end of 2015. This
was dueto highdemand for USD as aresult of the significant fallin foreign currency revenueslinked to oil exports. Fore-
casts for continued depreciation of the Kwanza against the US dollar are mainly due to the growing demand for foreign
currency, contraction of publicinvestment and maintenance of the oil price at relatively low levels. The use of international
foreign exchangereservesis expected to slow down the devaluation of the national currency. On 31December 2016,

the average exchangerate stoodat USD 165.08.

Figure 5: Evolution of Average Exchange Rate
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Source: Economist Intelligence Unit (EIU)
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Given such context, the National Bank of Angolahasimplemented the necessary policies with the aimto channelthe
currenciesinto the country’s various priority needs, in particular food, health and other goods, inorder to guarantee the
price stability of these goods and services and prevent the population from feeling the effects of the collapse of oil prices

ontheinternationalmarket.

Future Perspectives

The year 2016 proved to be a very challenging one for the Angolan economy, continuing to underline the uncertainty re-
garding the evolution of the price of oilabarrel on the international markets, persistence of restrictive macroeconomic
scenario, depreciation pressure on the Kwanza and consequent limited perspectives on economic growth.

Naturally, like other sub-Saharan African economies, the Angolan economy continues to be heavily dependent onthe
internationalmacroeconomic environment and especially onthe demand and price of oilabarrel.

According to the Economist Intelligence Unit (EIU), moderate economic growth s expectedin the coming years which
shouldreach 2.6 percentin 2020.However, similarly to the oil price, forecasts are based on sets of short-and medium-

term volatilities.
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Analysis of the Angolan banking sector

Despite the constraints of the national andinternational economies, the banking sector continues quite dynamic with
some slowdowninthe main activity indicators. The number of assets under management rose by 16.5%, number of
branches went up 4.4% and there was anincrease of 3.1%in the number of employees (datafrom 2015). The volume of
past dueloansrose by approximately 8%, giventhe sharpincrease of 41.6 percentin 2014, and it is at themoment amajor
concernfor the banks operating onthe market. The banking inclusion of the people in Angola continued torise andit is

expected that the percentage of banked populationis higher thanthe 47 percent statistics showedin 2014.

Figure 6: Evolution of the number of commercial banks in Angola
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Source: BNA

By the end of 2016 there were 27 financial institutions operating in Angola.

The National Bank of Angola continues to play a very active role in strengthening conduct and prudential supervisionin
order to alignitself with the best international practices and strengthenits reputation among the international banking
community. A set of directives, notices andinstructions related to monetary and exchange policy, banking and anti-mo-

ney laundering wasissued.
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BCH

Corporate Structure
The Board of Directors comprises a Chairman and two Directors.

Administration
Services

Internal Compliance
Audit P
Risk Legal
Management Department

Board
of Directors

I
Commercial : Accounting Financial and Organizationand com- General Human Information
Loans Operations . X )
Department Planning Markets plaints management Services Resources systems
FBranch F Assessment -Domestic F Accounting Financial - Internal - Patrimony - Payroll - Service Desk
Network Market Markets Regulations

LCorporate - Follow-up -International - Budget control Treasury - Statistics L Transport - Hiring and - Systemsand

Market training Communications
LMarketing L Recovery LBrokerage L Planning L Complaints L Document - Personnel - Operations

management Management Management
- Litigation L Inventory L Applications
Management
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Throughout 2016 the Bank continued to carry out the necessary activities towards the formalization and effectiveim-
plementation of the Risk and Compliance function. These functions have beenimplemented and performed during the

year aset of assigned activities.

Human Resources

Inorder for BCH to continue to meet the requirements of its expansion, also comply with regulatory requirements as set
by the supervising authority and thoseimposed by the business, it seeks to hire qualified personnel who by use of their
qualifications and skills canrespond to these challenges and ensure a customer service excellence. At the end of 2016,

theBank had 45 employees, 5 more thanin 2015.

The evolution of BCH's humanresources per function was as follows:

Figure 7: Evolution of the Bank’s human resources
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Inorder to successfully achieveits objectives, the Bank is committed to hiring competent expert staff to reinforceits in-
ternal structure. BCH believes that the diversity of its employeesis of utmostimportance to the success of the Bank,

and soit seeks to have the most talented people who abide by the high ethical standards of the institution.
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Branches
In 2016 BCH expanded its commercial network with the opening of anew branchinthe province of Luanda, operating
now with five branches, oneinHuambo and four in Luanda.

For 2017 the objective of the Board of Director is to inaugurate two more branches.

f?

Customers
BCHendedthe year 2016 with 10,556 customers. The Bank's customer baserose by 36%in 2016, sustained by the pri-

vate customer segment, which grew by 38%, thus contributing to the continued growth of BCH's customer base.

Figure 8: Evolution of Customer Portfolio
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Indicators 2016

Total Assets 19,884,153
Credit to the Economy 9,865,808

Loans and advances to customers 236,196

Loans and advances to the government 9,629,613
Customer deposits 11,776,185
Loan/Deposit racio 2.14%
Net interest income 1,032,519
Net operating income 4,181,966
Profit after tax 2,651,952
Cost to Income Ratio 17.74%
Tier 1plus Tier 2 capital 6,523,678
Solvency ratio 154.22%
Return on total assets (ROA) 13,34%
Return on equity (ROE) 37.77%
Overdue loans / Total loans 2.84%
Provisions / Overdue loans 215.19%
N° of Branches 5
N° of Employees 45
Customers 10,556

3 BCH Banco Comercial do Huambo

amountsinthousands of Angolankwanzas

2015
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Business Development

Total Assets

In 2016 BCH's total assets amounted to AKZ 19,884,153 thousand, standing for anincrease of about 59% over the pre-
vious year.Especially theitem Securities whichis 48.4% of total assets and which went up by 299% from AKZ 2,414,997
thousandin 2015 to AKZ 9,629,613 thousandin 2016.

Figure 9: Evolution of Total Assets
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Customer Deposits & Loans and advances to Customers

In 2016, the amount in customer depositsincreased significantly as compared to 2015. Thisincrease of 71percent also
reflects the expanded customer base of BCH. Onthe opposite end, theloans and advances to customers fellby 45.1per-
cent from AKZ 430,212 thousandin 2015 to AKZ 236,196 thousandin 2016. Furthermore, in 2016 the ratio of Past due

loans to Totalloansincreasedfrom1.22 percent to 2.84 percent.

Figure 10: Evolution of Customer Deposits & Loans and Advances to Customers
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Netinterestincome

TheBank's netinterestincomerose by 93%, standing at AKZ 1,032,519 thousand onbalance-sheet date. Thisis mainly
duetosignificant riseinIncome from Securities from AKZ 495,792 thousandin 2015 to AKZ 1,105,321thousandin 2016
offsetting ariseinInterest expenses on Deposits from AKZ 65,220 thousandin 2015 to AKZ 176,87 thousandin 2016.

Figure 11: Evolution of Net Interest Income
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Net Operating Income
Following the good performance of the net interest income, the net operating income alsoimprovedin 2016. The Net
Operating Profit stood at AKZ 4,181,966 thousandin 2016, accounting for anincrease by 5,69% inrelation to 2015. This

improvementis duein addition to the Net Interest Income to excellent performancein terms of Net Income from provision
of financial services of AKZ 2,468,431thousand.

Figure 12: Evolution of Net Operating Income
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Administrative Costs
In 2016, the Bank recorded a 57 percent increase inits cost structure compared to 2015. The main administrative cost

items are personnel costs which rose by about 39% and utilities costs which went up 69%.

Figure 13: Evolution of Administrative Costs
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Profit after tax

Thenetincome amounted to atotal of AKZ 2,651,952 thousand, whichis anincrease of AKZ 440,724 thousandinrelation
totheyear endedin 2015.

Figure 14: Evolution of Profit after Tax
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Tier 1plus Tier 2 capitalincreased by 44 percent and stood at atotal of AKZ 6,523,678 thousandin 2016 on balance-sheet
date.

Figure 15: Evolution of Tier 1+ Tier 2 capital
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Return on Equity fell 10.42 percentage points from 48.19%in 2015 to 37.77%in 2016. Return on Assets also went down
4.38p.p.from17.72%in 2015t013.34%in 2016.

Solvency Ratios

Figure 16: Evolution of ROE and ROA
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According to the formula definedin art. 1of Notice 05/07 of September 12, thisratio at theend of 2016 is estimated at

154.22%, apercentage well above the 10% set by the National Bank of Angola.

Figure 17: Solvency Ratio
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Proposed Appropriation of Profit

The profit after taxin 2016 of AKZ 2,651,952 thousand willbe appropriated as follows:

-AKZ 265,195 thousand inLegal Reserves;
-AKZ 2,386,756 thousand to hedge Retained Earnings.

The Board of Directors
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Balance sheets as at 31December 2016 and 2015

(amountsinthousands of Angolankwanzas)

Dec.16/Dec.15

__avalue | A

ASSETS
Cash and Cash equivalents 3 9,143,204 9,253,730 -110,5627 -1.2%
Short-term wholesale investment - 0 0 0 0.0%
Securities 4 9,629,613 2,414,997 7,214,616 298.7%
Items in the course of collection from
other banks 5 30,703 6,929 23774 3431%
Loans and advances to customers 6 236,196 430,212 -194,016 -451%
Other current assets 7 54,454 49142 5,312 10.8%
Fixed assets 8 789,984 321,603 468,380 145.6%
TOTAL ASSETS 19,884,153 12,476,613 7,407,539 59.4%
LIABILITIES
Deposits 9 11,776,185 6,882,588 4,893,597 711%

Current Deposits 7,009,095 5,928,967 1,080,128 18.2%

Savings Accounts 4,767,089 953,621 3,813,469 399.9%
Items in the course of collection due to
other banks 10 8,234 27,916 -19,682 -70.5%
Other short-term wholesale funding - 0 0 0 0
Other liabilities n 1,057,103 977,660 79,443 8.1%
Provisions 12 21917 0 21917 n.a.
TOTAL LIABILITIES 12,863,439 7,888,164 4,975,275 63.07%
EQUITY
Share Capital 13 3,000,000 2,265,249 734,751 32.4%
Reserves and Funds 13 235917 14,795 221123 1494.6%
Retained earnings/losses 13 1,132,845 97178 1,035,667 1065.7%
Operating profit 13 3,622,514 3,164,406 458,107 14.5%
Profit tax 13 -945,989 -906,764 -39,226 4.3%
Non-operating profit 13 -24573 -46,415 21,843 -47 1%
TOTAL EQUITY 7,020,714 4,588,449 2,432,265 53.0%
TOTAL EQUITY + LIABILITIES 19,884,153 12,476,613 7,407,539 59.4%
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Income Statement as at 31December 2016 and 2015

(amountsinthousands of Angolankwanzas)

5 . o Dec. 16/Dec 15
escription ote
i | Avalue | A% |

Income from short-term interbank investments 10,714 25,242 -14,528 -57.6%
Income from securities 15 1,105,321 495,792 609,529 123%
Income from derivative financial instruments - 0 0 0 -
Income from loans and advances to clients 15 93171 83,834 9,337 M%
Income from Financial Instruments - Assets 1,209,206 604,868 604,337 100%
Interest expense - deposits 15 -176,687 -65,220 -111,466 171%
Interest expense - short-term wholesale funding - 0 0 0 -
Other interest expense 15 0 -3,344 3,344 -100%
Costs of Financial Instruments- Liabilities -176,687 -68,565 -108,122 158%
NET INTEREST INCOME 1,032,519 536,304 496,215 92.5%
Net income from trading and changes in fair value - 0 0 0 -
Net income from foreign currency transactions 16 681,016 697,765 -16,749 -2%
Net income from the provision of financial services 17 2,468,431 2,722,666 -254,235 -9%
Provisions for bad debt and guarantees 6 251,801 -267,312 519,114 -194%
NET OPERATING INCOME 4,433,767 3,689,422 744,345 20.2%
Staff 18 -301,053 -215,810 -85,243 39%
Utilities 19 -449,966 -266,291 -183,675 69%
Non-profit taxes and fees 20 -69,921 -29,577 -40,344 136%
Fines charged by Regulatory Authorities - -5,148 -3,310 -1,838 56%
Other administration and general expenses - -630 -1715 1,085 -63%
Depreciations and Amortizations 21 -34,242 -31588 -2,654 8%
Costrecovery - 0 0 0 -
Administration and General Expenses -860,959 -548,291 -312,668 57%
Provisions and other liabilities 12 -21917 0 -21917 -
Other operating income and expenses 22 71,623 23,275 48,348 208%
Other operating income and expenses -811,254 -525,016 -286,238 55%
OPERATING PROFIT 3,622,514 3,164,406 458,107 14.5%
Non-operating loss 23 -24573 -46,415 21,843 -47%
PROFIT BEFORE TAX 3,597,941 3,117,991 479,950 15.4%
Tax 24 -945,989 -906,764 -39,226 4%
PROFIT AFTER TAX 2,651,952 2,211,227 440,724 19.9%
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Statement of Changes in Equity as at 31December 2016 and 2015

(amountsinthousands of Angolankwanzas)

3 BCH Banco Comercial do Huambo

Currency
Translation Reserves and
Share Capital Retained Earnings | Profit for the year
reserve Share Funds
Capital
Balance as at 31December 2015 2,265,249 0 14,795 97,178 2,211,227 4,588,449
Retained earnings 0 0 221122 1,035,667 -1,256,789 0
Dividends paid 0 0 0 0 -219,687 -219,687
Increase of Share capital 13 734,751 0 0 0 734,751 0
Profit for the year 2016 0 0 0 0 2,651,952 2,651,952
Balance as at 31December 2016 3,000,000 0 235,917 1,132,845 2,651,952 7,020,714
Currency
Translation Reserves and
Share Capital Retained Earnings | Profit for the year Total
reserve Share Funds
Capital
Balance as at 31December 2014 2,265,249 1] 14,795 -205,953 303,032 2,377,123
Retained earnings 0 0 0 303,032 -303,032 0
Dividends paid 0 0 0 0 0 0
Increase of Share capital 13 0 0 0 0 0 0
Increase of Reserves and Funds 0 0 0 99 0 99
Profit for the year 2015 0 0 0 0 2,211,227 2,211,227
Balance as at 31December 2015 2,265,249 0 14,795 97,178 2,211,227 4,588,449
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Statement of Cash flows for the year ended 31December 2016 and 2015

(amountsinthousands of Angolankwanzas)

Description

Net Cash flow from operating activities 2,452,642 3,424,017
Cash flow from financial intermediation 4,181,966 3,956,735

Net interest income 1,032,519 536,304

Net increase/decrease in Trading and changes in fair-value - -

Net increase in foreign currency transactions 681,016 697,765

Net increase in rendering of financial services 2,468,431 2,722,666

Cash flow from Profit/Loss on Stocks, Products and other services - -
Receipts from and Payments of Other Operating Income and expenses -1,729,324 -532,717
Payment of administrative and general costs -860,959 -548,291
Payment of Profit tax -906,764 0

Cash flows from settlement of operations with other banks -43,457 8,848

Cash flows from Other assets and Other Liabilities 34,806 29,866

Cash flows from other operating income and expenses 47,050 -23,140

Net Cash flow from investing activities -7,237,080 -1,139,451
Cash flow from investing activities -6,768,798 -1,169,821
Cash flow from short-term investments - -

Cash flow from Investments in Securities -7,214,616 -1246,782

Cash flow from Investments in Credits 445,817 76,962

Cash flow from Investments in Other Assets - -
Cash flow from Fixed Assets -468,282 30,370
Cash flow from Investment in Fixed Assets -468,282 30,370

Net Cash flow from financing activities 4,673,910 3,240,657
Cash flow from financing activities 4,893,597 3,240,657
Cash flow from Financing through Deposits 4,893,597 3,552,766

Cash flow from Financing through short-term wholesale funding - -312,109

Cash flow from financing through Minority Interests - -
Cash flow from financing through Equity -219,687 -
Proceeds from increase of capital - -
Payments of Declared Dividends -219,687 -
Payments for reduction of capital - -
Cash flow from financing through Other Liabilities - -

Net increase/decrease in cash and cash equivalents -110,528 5,525,223
Cash and cash equivalents at the beginning of the year 9,253,730 3,728,507
Cash and cash equivalents at the end of the year 9,143,204 9,253,730
Net increase/decrease in cash and cash equivalents -110,528 5,525,223
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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 socialand economic development of the region whichis based on agro-industrial
economic activity. The bank started its commercial activity on16 July 2010.

BCH willalso offer its clients a consultancy service, from setting up a company right through studies of financialand eco-
nomic feasibility. Thisis aninnovative servicein the Angolan financial system, available at the branchesin Huambo and
Luanda.

Concerning the ownership structure and as mentionedin Note 13, the Bank is owned by Angolan shareholders, further
details on which are providedin the same note.

In compliance with the requirements of the Accounting Plan for Financial Institutions (CONTIF) and standards and ins-
tructionsissued by Banco Nacional de Angola (National Bank of Angola, hereinafter referred to as “BNA"), concerning
the official publication, we hereby set out the explanatory notes andinformation considered relevant for the interpretation

of the attached financial statements.
2. Basis of presentation and a summary of the main accounting policies

2.1 Comparative Information
Inpreparing the Financial Statements, the amounts presented relate to the period of 31December 2015 and 31December

2016 and were preparedin accordance to the Accounting Plan for Financial Institutions (CONTIF).

2.2 Basis of Preparation

The Financial Statements hereby prepared on historical cost basis and are stated in thousand Kwanza (thousands of
AKZ).

They arein compliance with the accounting principles adopted by the Bank, namely going concern, prudency and accrual
basis of accounting, among others, in accordance with the Accounting Plan (Contif) for the banking sector, established
by BNA, as provided forinInstructionn®09/07 of 19 September of BNA, which cameinto force on1January 2010 and Re-
gulation 04/DSI/ 2012, whichrules that International Accounting Standards must by applied for allaccounting procedures
and criterianot setinthe CONTIF.
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2.3 Presentation currency

TheBank's financial statements as at 31December 2015 are presentedin Angolan Kwanza (thousands of AKZ), as pro-
videdinart. 5 of Noticen®15/2007 of BNA, thus all assets and liabilities items denominated in foreign currency are trans-
lated at the average indicative rate published by BNA at balance-sheet date.

Theincome and expenses items in the Income Statement are translated at the average exchange rate for the year and
historical exchange rate was used for the Equity items.

As at 31December 2016, the foreign currencies to which the Bank is more exposed have the following exchangeratein
relation to the Kwanza:

Currency 2006 | 2015 |

usbD 165,90 135,315
EUR 185,38 147,832

2.4 Accounting Policies
The main accounting policies adopted in the preparation of the financial statements and which have been consistently
applied ever since the start of operations of BCH are set out below:

a. Accrual basis of accounting

The Bank recognizesincome and expenses whenitis earned or isincurred, regardless of having been received or paid,
and are disclosedinthe financial statements for the years to which they relate.

Incomeis consideredrealized when:i) in the transactions with third parties, the payment hasbeen made or thereis a se-
rious commitment to payment; ii) thereis a partial or total settlement of a liability, for whatever reason, without the si-
multaneous write-off of anasset of equal or higher value; iii) thereis a natural generation of new assets with or without
third-party intervention; or) d) donations or grants are received.

The expenses,inturn, are consideredincurred when: i) an asset is written-off due to a transfer of its ownership to a third

party;ii)an asset devaluates partially or completely; or iii) a liability occurs without a corresponding asset.

b.Loans and Advances
Loans andadvances are financial assets and are recorded at their contracted amounts whenlent by the Bank. Theinitial
entry ismade on the debit side of a credit item, depending onits type and currency, and the latter is credited according

torespective received amounts.
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Liabilities for guarantees and commitments are recorded in off-balance sheet accounts at the amount at risk, while in-
flows of interests, commissions and other proceeds are recordedin the income statement over thelife of the transac-
tions.

Renegotiatedloans and advances arerecorded at totalloan value plus respective dueinterest. Gains orincome resulting
fromtherenegotiation arerecognized whenreceived.

Every year the Bank writes-off loans and advances which have been under Category G for over 6 months, thus com-
plying withlegalrequirements of the loans being classified as Risk G for over amonth and overdue for more than 180
days. Furthermore, the write-off of theloans implies that the Bank considers the operation as non-recoverable.
Furthermore, theseloans and advances are controlled andlistedin an off-balance sheet item during at least 10 years.

According to Notice 11/2014, the Bank writes-off the interest more than 90 days past due and does not recognize the
interest from that date onwards untilthe client regularizes the situation.

c. General provision for loan losses

According to the provisions of Notice n°09/2015, of 04 June 2015, he Bank should buildinternalmethodologies developed
internally, provided that they comply with the requirements set forth in the International Financial Reporting Standards
inforce at any time, and the adoption of these methodsis subject to the prior approval of the Bank.

The BCH has adopted the standard methodology, and therefore constitutes Provisions according to table 1- Risk-weigh-
tings provided forin Annex Il of Instruction 9/2015:

with guarantee
Inrem
Mortgage
Expo- -
sure housing loan
P no guarantee n . non-
cation Personam Exposure  |Exposure o fiancis! financial
<75% >75% purposes
Guarantee |Guarantee
A 0% 0% 0% 0% 0% 0% 0%
B 1% 1% 1% 1% 1% 1% 1%
C 5% 5% 2% 2% 5% 2% 5%
D 30% 20% 5% 15% 20% 10% 20%
E 50% 30% 15% 25% 30% 20% 30%
F 70% 60% 45% 55% 60% 50% 60%
G 100% 100% 100% 100% 100% 100% 100%
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Regarding country risk weights, the bank applies the 0% weighting, given that its entire credit portfolio originatesin An-
gola.
Classification of exposures must take into account the characteristics andrisks of the operation and borrower s profile,

observing atleast:

a) The application of resources by type and scheme of operation;

b) The predominant activity of the debtor;

c) The existence or not of other loan contracts;

d) The guarantees received from the debtor;

e) The currency,index rate and the term of the operation;

f) The complete and accurateidentification of the borrower and the economic group

towhichhe/shebelongs;
This classificationis the responsibility of the Financial Institution and should be made on the basis of an estimate of pos-
sibleloss, calculated through the use of consistent and verifiable criteria, as well as supported by internal and external

information, covering atleast the following aspects:

a) Inrelation to the debtor and his/her guarantors:
a. Economicand financial situation;
b Management capacity and quality of internal controls;
C Track-record of delays and non-delays onpayments;
d Contingencies;
e. Sector of economicactivity;
f. Geographical area of activity;
g Credit limit;
b) Inrelation to the operation
a. Nature and purpose of the transaction;
b. Characteristics of guarantees, particularly regarding sufficiency andliquidity;
C. Value;
c) Regarding the guarantees received, the requirements establishedin Noticen®10/2014

on guarantees for prudential purposes apply.

d. Financial Assets
Investment in Associates
Thisitemincludes thoseinvestmentsinlegal entities where the Bank holds, directly orindirectly, 10 per cent or more of
therespective voting capital, without exercising control (an associate). These assets are accounted for by the equity
method,andin cases of significant influence the equity methodis used when the Bank has influence in the management

or whenit holds, directly or indirectly, 20% or more of the voting capital of the associate.
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Interests in Other Entities

Thisitemincludes theinterestsin entities in the voting capital of which the Bank holds, directly orindirectly, less than
10%.

These financial assets are recorded at acquisition cost less provision for losses.

e. Tangible and Intangible Fixed Assets

Theintangible fixed assets are recorded at acquisition cost, including acquisition and development costs of software
used for dataprocessing, costsrelated toincorporation, organization, restructuring, expansion and/or modernization
of the Bank,improvementsin third-party properties, and products in development classified as assets.

The tangible fixed assets are recorded at acquisition cost which also includes the expenses paid pursuant to the requi-
rements of CONTIF, and their revaluationis permitted according tolegal provisions.

Theimmovable properties are presented at cost less accumulated monthly depreciation whichis calculated fromthe
effective date of bringing the assets into working condition using the straight-line method and according to the Corporate

Tax Act, which defines the following years of estimated usefullife:

T Years of useful
e
yp life

Own buildings 50
Works inrented buildings 10
Equipment:
Office equipment and materials 10
Computers and similar equipment B
Fittings 10
Vehicles 3
Machinery and tools 6and7

The expensesincurred during theinvestment stagein new product development are not recognized asintangible assets

but rather as costsintheincome statement.

f. Securities
The securities acquired by the Bank are recorded at acquisition cost and according to their characteristics and purchase
purpose, they fallinto the following categories:

. Trading;

i Available for sale;

i Held-to-maturity.
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The category "trading securities” includes all securities purchased with the purpose of active and frequent buying and
selling.
The category "“available-for-sale securities includes only the securities which are acquired with the purpose tobe even-
tually sold and as such do not fitinto any other category.
The category "held-to-maturity securities” contains those securities that the Bank has the intent and ability to holdin
its portfolio to maturity. This ability is proved on the basis of cash flow projections without considering the possibility to
sellthe securities before maturity.
Gainsfromsecurities, corresponding to yields to maturity or dividend yields, are recognized directly in profit or loss, re-
gardless of the category under which they were classified, whereas gains from the sale of shares heldless than 6 months
arerecoghized by offset against acquisition cost.
The securities classified under the "'trading and available-for-sale” categories are adjusted at fair value, and the respective
gains or losses due to changesinfair value are recognized:

. Inprofit/loss for the year, whenreferring to 'trading securities’’

i Inequity, whenreferring to available-for-sale securities, at after- tax value, whichmust only

be transferred to the profit or loss for the year when sold.

The adjustment of the fair value of the securities follows the pricing criteria, defined by BNA. The permanent losses on
securities areimmediately recognizedinthe profit/loss for the year, and the adjusted value resulting from the recognition
of thementionedlosses becomes the new value base forincome/loss appropriation purposes, with those not tobere-
verted to future financial years.
The securities classified under held-to-maturity category are valued at acquisition cost, plus their yields toreturn, and
possible profits or losses arerecognized on the redemption date at the difference between the redemption price and
their accounting value.

g. Foreign Currency Transactions

The purchase and sale of foreign currency when settled on the contract date arerecordedin the balance sheet of the
Bank.If the settlement dateis after contract date, then they are recorded in off-balance sheet accounts.

Theforeign currency operations are recorded in therespective currencies, pursuant to the principle of multi-currency
system, onthebasis of the official exchange rate announced by the BNA on the date of the transaction. Unrealized gains
andlosses resulting from exchange differences are reportedin profit andloss accounts.

Differences and changesin the exchange rates concerning the purchase and sale of foreign currency which have occurred
within the signing and settlement of the exchange contract are accounted for in the account "“Results from Transactions
inforeign currencies” against the balance-sheet account "“Receivables - Income from Purchase and Sale of Foreign Cur-

rency’ or “Payables — Liabilities from Purchase and Sale of Foreign Currency", as applicable.
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h. Provisions and Contingencies

Provisions are recognized wheni) the Bank has legal or constructive present obligation; ii) its payment is probable; and
iii) the amount of this obligation can be estimated reliably .

Contingent liabilities are recognized in off-balance sheet accounts when the Bank hasi) a possible present obligation
whose existence willbe confirmed only by the occurrence or non-occurrence of one or more future events which are
not wholly within the control of the Institution andii) a present obligation which has arisen as aresult of past events, but
whichis not recognized because paymentis not probable or because the amount cannot be measuredreliably.
Contingent assets are recognizedin off-balance sheet accounts when a possible present asset, arising from past events,
whose existence willbe confirmed only by the occurrence or not-occurrence of one or more future events not wholly

withinthe control of the entity.

i. Corporation tax
TheBankis subject to corporationtax of 30% andis considered a Group A taxpayer.
The corporationtaxincludes current and deferred taxed. The corporateincome taxes are recoghizedin theincome sta-
tement, except whenthey relate toitems which are credited or charged directly to equity in which case the taxes are also
charged or credited directly to equity.
The current taxes are the taxes expected to be paidinrespect of the taxable profit for a year, obtained pursuant to the
taxregulationsin force and applying the tax rate mentioned above.
The deferred tax assets and liabilities are recognized for temporary differences between the amount of an asset or liability
andits tax base. Their value corresponds to the amount of tax recoverable or payablein future periods. The deferred
taxes andliabilities are measured onthe basis of the tax rates expected to apply to the period whenthe asset isrealized

or theliability is settled.

j. Reduction in Recoverable Value of Assets (Impairment)
Thebank reviewsits assets periodically tolook for assets which carrying amount exceeds its recoverable amount. There
is areductionin the carrying amount (impairment) of an asset whenits carrying amount exceeds its recoverable amount.
Inorder toidentify anasset that might beimpaired, the Bank takes into account the following indicators:

i Significant decline of the asset value, more than the expected fromits normal use;

il Significant changes intechnology, economy or laws which have negative effect on the Bank;

ii. Increasesininterest rates or any market rates, affecting the discount rates andleading to reduction

inthe present or recoverable value of the assets;
iv. Net asset value greater thanmarket value;

V. Available evidence of obsolescence or physical damage to the asset;
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Vi. Significant changesin the usage patterns of the asset, such as non-usage or restructuring,
with negative effect onthe Bank;and
Vil. Indication of worse economic performance of the asset than expected.

3. Cash and Cash-equivalents

As at 31December 2016 and 2015 the item Cash and Cash-equivalents comprised the following:

Cash 374,566 363,237
Notes and coins in national currency 374,566 359,740
Notes and coins in foreign currency 0 3,497
Cash and Deposits with the Central bank 6,540,243 6,978,638
Current accounts at the national Bank of Angola (BNA)

In national currency 6,406,742 6,869,750

In American dollars 133,502 108,888
Cash and Deposits with other banks abroad 2,228,395 1,911,855
Checks in the course of collection — national currency 0 7,196
Current accounts abroad 2,228,395 1,904,659
Total 9,143,204 9,253,730

Theitem"Deposits with the Central Bank” comprises non-interest bearing current accountsin national and foreign cur-
rencies, which purposeis to fulfilthe requirements of minimumreserves set by the BNA as well as other liabilities.

On 4 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 accountsinfo-
reign currency which comprise thereserve base.

In 2016, the BNAissued Instructionn®2/2016 which establishes that the reservesin national currency must be 30%,
except Local Government deposits which are subject to 50% and Central Government deposits subject to 75%. The coef-
ficient of mandatory reservesinforeign currency is 15% for customer deposit balances and 100% for Local & Central Go-
vernment deposit balances, as well as 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 the referred Instruction.

Cashand deposits with other banks abroad (in foreign currency), include the account balances at the respective banks
andthose amounts are part of the management of the Bank's current operations.
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4, Securities

Theitem Securities comprises the following, as at 31December 2016 and 2015:

. Acquisition . Interest rate Balance Average
Risk Level | Country | Currency Discounted ' .
cost yields sheet value | interest rate

Debt securities
Treasury bills

Treasury bills A Angola AKZ 5,588,021 0 65,273 5,653,293 16.16%
Government bonds in national currency:

Indexed to the US dollar

A Angola AKZ 3,155,871 558,729 62,074 3,776,674 7.00%
exchangerate
Not indexed - - - - - - - -
Government bonds in foreign currency:
Government Bonds in US dollars A Angola usD 199,083 0 562 199,645 5.00%
Total 9,629,613
. Acquisition . Interest rate Balance Average
Risk Level | Country | Currency Discounted
cost ields sheet value | interest rate

Debt securities
Treasury bills

Treasury bills A Angola AKZ 5,588,021 0 65,273 5,653,293 16.16%
Government bonds in national currency:

Indexed to the US dollar

A Angola AKZ 3,155,871 558,729 62,074 3,776,674 7.00%
exchangerate
Not indexed - - - - - - - -
Government bonds in foreign currency:
Government Bonds in US dollars A Angola usb 199,083 0 562 199,645 5.00%
Total 9,629,613

As at 31December 2015, the Bank had already a portfolio of debt securities, classified as as held-to-maturity and which
it continued to build up during 2016. All securities have original maturity of over 1year.
Withregardto 31December 2016, in order to comply with Mandatory Reservesin national and foreign currencies, BCH
proceeded to the delivery of Government Bonds in the amount of 3,714,588 thousand Kwanzas and 1.2 billion Dollars,
respectively,as providedinInstructionNo. 4/2016.
The security investment policy, adopted by the Bank, is adjusted to the Angolan market, mainly by means of the follo-
wing:

. focus onpublic debt securities and central bank securities;

i profit-oriented criterig;

il maintenance of liquidity and market risks associated controls.
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5.Items in course of collection from and due to other banks

The break-down of theseitems as at 31December 2016 and 31December 2015is as follows:

Items in course of collection
Inter-branch relations 0 0
Inter-counterparty relations

Debit card transactions not settled (ATM's) 12,444 50
Check clearings 0 0
Other items in the course of collection from and due to other
18,259 6,879
banks
Total 30,703 6,929

Theamounts as at 31December 2016 refer mainly to clearing of interbank card transactions, cashier’s check and check

clearings, whichamounts were settledin the beginning of 2017.
6.Loans and advances to Customers

At 31December 2016 and 31December 2015 thisitemincluded the following;

Loans and advances within the country
Short-termloans:

National currency 19,675 231,241

Foreign currency 0 0
Overdrafts:

National currency 2 27

Foreign currency 0 0
Other credits:

National currency 0 20,000

Foreign currency 0 0
Loans:

National currency 224,091 432,984

Foreign currency 0 0
Loans and advances abroad 0 0
Total 243,768 684,251
Total performing loans 243,768 684,251
Total past-due loans and interest 7,154 8,471
Total Loans and Advances to Customers 250,922 692,723
Proceeds to bereceived from granted loans 669 2,208
Provision for bad debt (Note 15) (15,396) (264,719)
Net Loans and Advances to Customers 236,196 430,212

Annual Report and Accounts 2016 43de69



BCH Banco Comercial do Huambo

During 2016 the Bank entered into accord agreements with two customers whereby it assumed ownership of theim-
provements made by those entities to branches of the Bank. These operations resulted in a decrease in gross credit of
410,604 thousand Kwanzas and areversal of the provisionin the amount of 242,312 thousand Kwanzas.

Asat 31December 2016 and 2015, the average annualinterest on customer loans was as follows:

| 20 2015

Average annual interest on loans:
Loans and advances to customersin AKZ 29.71% 18.55%
Loans and advances to customersin USD 22.00% 22.00%

Asat 31December 2016 and 2015, the residual maturity of the performing loans, excluding incomereceivables, has the

following structure:

| 206 | 205

Upto1year 19,677 303,339
From one to three years 125,991 52,583
From three to five years 26,768 59,182
Over five years 71,332 269,148
Total 243,768 684,251
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O

Asat 31December 2015 and 2016, thelending portfolio, excluding income receivables, presents the following structure,

per type of borrower:

| Performing | Pastdue | _Total |

Companies
Short-termloans 19,675 0 19,675
Overdrafts 0 167 167
Loans 128,140 5,968 134,107
Other credits 0 0 0
Individuals
Short-termloans 0 0 0
Overdrafts 2 1020 1,022
Loans 95,951 0 95,951
Other credits 0 0
Total 243,768 7,154 250,922

| Performing | Pastdue | _Total |

Companies
Short-termloans 231,241 0 231,241
Overdrafts 27 56 83
Loans 266,818 6,299 273,118
Other credits 20,000 0 20,000
Individuals
Short-term loans 0 0 0
Overdrafts 1,567 70 1,637
Loans 164,598 2,046 166,644
Other credits 0 0 0
Total 684,251 8,471 692,723

Asat 31December 2016 and 2015, the credit per currency, excludingincomereceivables, has the following structure:

Kwanzas 250,868 692,715
Euros 33 -
Yen 0 -
US Dollars 22 8
Total 250,922 692,723
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Asat 31December 2016 and 2015, thelending portfolio, withoutincome receivables, has the following structure according

toreferencerates:

Year Fixed rate

2016
2015

27,727
32,570

Variable rate- Reference rates
Luibor 3M Luibor 6M Luibor 12M

7,535 216,329
5,445 658,366

o

251591
696,381

Asat 31December 2015 and 2016, thelending portfolio, excluding income receivables, presents the following structure,

per sector of economicactivity:

Sectorial Distribution 206 | % | o5 | %

Agriculture, Forestry and Fisheries 0 0.0% 384,895 55.6%
Wholesale and retail trade 135,206 53.9% 18,901 2.7%
Construction 0 0.0% 1477 0.2%
Processing Industry 369 0.1% 2,422 0.3%
Individuals 97,305 38.8% 168,793 24.4%
Services and real estate 18,007 7.2% 13,415 16.4%
Transports, Storage and Communications 0 0.0% 0 0.0%
Other 35 0.0% 2,821 0.4%
Total 250,922 100.0% 692,723 100.0%

Thefollowing table presents the distribution of loans per risk category and corresponding provisions as at 31December

2016 and 2015:

Average rate of Average rate of
Risk category Loans Loans
provision provision

A 109,433 0.0% 0.0%
B 74,464 739 1.0% 362,847 6,145 2.0%
C 53,988 1,881 3.5% 59,445 1773 3.0%
D 12 4 29.8% 537 59 1.0%
E 472 236 50.0% 16,819 3,692 22.0%
F 6,387 6,369 99.7% 0 0 0.0%
G 6,167 6,167 100.0% 253,049 253,049 100.0%
Total 250,922 15,396 6.1% 692,723 264,718 2.4%
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The changesin provisions forloansin 2016 are hereby presented:

Balance at 31December 2015 264,719
Additional Provisions 141,002
Reversal of Provisions -390,325
Balance at 31December 2016 15,396

7. Other current assets

The break-down of the balancein''Other current assets' as at 31December 2016 and 31December 2015is as follows:

Other current assets
Other tax assets

Recoverable tax 26,135 20,249
Other current assets of civil nature

Advances to suppliers 0 0
Commitments given to third-parties 0 0
Differences to cash and cash equivalents 474 1,590
Other current assets of administrative and commercial
nature
Working capital 989 1233
Advances to employees 7 2,600
Advance payment of expenses 19,935 23,090
Office material 393 334
Other advance payments 301 45
Assets not of own use 6,221 0
Total 54,454 49,142

Theincreasein 2016 of the balance under Recoverable Taxes is due to Provisional Tax for 2016 paid during the yearinac-
cordance withthe Corporate Tax Law.

The amountin Assets not of own userefers to the agreed values in the accord contract.
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As at 31December 2016 and 31December 2015 theitem Fixed Assets comprises of the following:

FixedAssets | 206 | 2055 |

Gross value

Buildings 617,423 206,819
Basic equipment 1544 1,544
Vehicles 2,352 2,352
Office equipment 63,026 56,607
Computers and similar equipment 1,830 735
Banking equipment 34,805 31,418
Security equipment 7,018 3,738
Work in progress 41,522 24,082
Other tangible assets 99 99
Total 769,619 327,393
Accumulated depreciation of tangible assets

Buildings (21,512) (13,297)
Basic equipment (198) (208)
Vehicles (2,358) (2,353)
Office equipment (29,521) (23,317)
Computers and similar equipment 0 1
Banking equipment (14,542) (11,434)
Security equipment (1,917) (1,290)
Work in progress 0 0
Other tangible assets (295) (39)
Total (70,344) (51,937)
Net value 699,275 275,456
Intangible assets 2016 2015
Gross value

Software 105,071 96,214
Incorporation costs 129,936 129,936
Expansion and organization costs 8,819 8,819
Leasehold improvements 50,499 0
R&D costs 2,658 2,658
Other intangible assets 8,131 8,131
Total 305,114 245,758
Accumulated depreciation of intangible assets

Software (105,443) (93,634)
Incorporation costs (129,936) (129,936)
Expansion and organization costs (8,819) (8,819)
Leasehold improvements (2,658) (2,658)
R&D costs (11,117) (8,131)
Total (257,973) (243,179)
Net value 47,141 2,580
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Financial Assets 206 | 2015 |

Interest in other entities - EMIS 43,568 43,568
In2012, there was significant investment in systemredundancy through theimplementation of ““data center in Luanda.
With this project BCHnow has two sites, Huambo and Luanda, thereby enabling datareplication between both sites
whichin turn contributed to a solution of "'disaster recovery.
The amount recognizedintangible andintangible assets refers mainly toinvestments made during the period preceding
and following the opening of the Bank. Theintangible assets correspond to start-up expenses, such as construction
worksinthehead office, expenses with projects and consulting services.
BCHbranchnetwork as at 31December 2016 comprises 5 branches. Situated in Huambo, Maculusso, Catholic University
(UCAN), Palanca and Macon, which opened doorsin 2016.
Thetangible assets are recorded at acquisition cost.
Itis alsoimportant to note that after extensive work toidentify andlocate fixed assets, these werereclassifiedin the ba-
lance sheet through accounting adjustment.

The accumulated movement in fixed assets as at 31December 2016 and 2015, denominatedin thousands of Kwanza,

is hereby shown:
Opening R . Write- o 5 .
2016 2016 in 2016 Dec-16 Dec-16 (reclassification) Dec-16
Dec-15 2016

Financial assets 43,568 0 0 0 0 43,568 0 0 43,568
Interests in other companies 43,568 0 0 0 0 43,568 0 0 43,568
Tangible fixed assets 286,948 91,084 -59,463 0 0 318,569 -14,398 0 304,171
Buildings 193,523 0 0 0 0 193,523 -4,.241 0 189,282
Basic equipment 1335 0 0 0 0 1,335 0 0 1335
Vehicles 0 0 0 0 0 0 0 0 0
Office equipment 33,290 6,420 0 0 0 39,710 -4,903 0 34,806
Computers and similar

equipment 736 1,094 0 0 0 1830 123 0 1953
Banking equipment 19,984 3,387 0 0 23,371 -3,641 0 19,729
Security equipment 2,447 3,281 0 0 0 5728 -190 0 5538
Other tangible assets 11,551 0 0 0 0 1,551 0 0 11,551
Work in progress 24,082 76,903 -59,463 0 0 41522 -1545 0 39,977
Intangible fixed assets 2,580 461,103 8,857 0 0 472,540 -19,844 -10,451 442,245
Software 2,580 0 8,857 0 0 1,436 -15,041 -10,451 -14,056
Incorporation costs 0 0 0 0 0 0 0 0 0
Expansion and organization

costs 0 0 0 0 0 0 0 0 0
Leasehold improvements 0 461,103 0 0 0 461,103 -4,803 0 456,300
R&D costs 0 0 0 0 0 0 0 0 0
Total fixed assets 333,095 552,188 (50,606) 0 0 834,677 (34,242) (10,451) 789,984
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T — Opening balance | Acquisitions in Transfersin Write-offsin | Settlements Assets Amortization Adjustment Closing balance
xed Assets
Dec-14 2015 2015 2015 in 2015 Dec-15 Dec-15 (reclassification) Dec-15
0 0

Financial Assets 43,842 0 0 -274 0 43,568 43,568
Interests in other companies 43,842 0 0 =274 0 43,568 0 0 43,568
Tangible Assets 317,409 5,829 0 [} 0 323,238 -52,882 5,100 275,456
Buildings 206,319 0 0 0 0 206,819 -13,099 -198 193,523
Basic equipment 0 0 0 0 0 0 -208 1544 1335
Vehicles 2,352 0 0 0 0 2,352 -2,353 0 0
Office equipment 47,195 0 0 0 0 47,195 -17,763 3,858 33,290
Computers and similar

equipment 0 0 0 0 0 0 0 736 736
Banking equipment 29,773 3,829 0 0 0 33,601 -1734 -1883 19,984
Security equipment 1604 0 0 0 0 1,604 -457 1,301 2,447
Work in progress 13,803 0 0 0 0 13,803 -7,268 -6,476 59
Other tangible assets 15,864 2,000 0 0 0 17,864 0 6,218 24,082
Intangible Assets 243,579 18,522 0 [} 0 262,101 -231,871 -27,651 2,580
Software 93,756 18,5622 0 0 0 12,278 -82,047 -27,651 2,580
Incorporation costs 129,936 0 0 0 0 129,936 -129,936 0 0
Expenses with expansion 1,477 0 0 0 0 1,477 -N,477 0 0
Other Intangible Assets 8,411 0 0 0 0 8,41 -8,411 0 0
Total Fixed Assets 604,830 24,351 0 (274) 0 628,907 (284,753) (22,551) 321,603

9. Customer Deposits

As at 31December 2016 and 31December 2015, thisitem comprises the following:

Customer Deposits 2016|2015

Current accounts

In national currency 5,904,498 4,845,610

In foreign currency 1,104,597 1,083,357
Total 7,009,095 5,928,967
Savings accounts

In national currency 4,459,520 800,142

In foreign currency 307,570 153,479
Total 4,767,089 953,621
Total Deposits 11,776,185 6,882,588

Incomparisonto December 31,2015, the Bank recorded anincrease of more than 70% in customer deposits as aresult
of the Bank's strategy to increase commercialbanking activity, clearly through this type of funding.

Thebreakdown of the savings accounts, excluding costs, according to the respective maturity and currency is as follows:

Savings Accounts 206 | 2055

National Currency

From 0 to 3 months 4,005,777 494,444

Over 3 months 401,587 290,475
Total National Currency 4,407,364 784,919
Foreign Currency

From 0 to 3 months 185,163 149,523

Over 3 months 115,950 0
Total Foreign Currency 301,113 149,523
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Asat 31December 2016, the saving accounts offered an averageinterest rate of 4.34% and 9.38%, respectively. The current

accounts opened with the Bankin nationaland foreign currency were not remunerated during 2016.
10.Items in the course of collection due to other banks

Asat 31December 2016 and 2015 theitem had the following structure:

] 2066 | 2015 |

Items in the course of collection due to other banks
Between branches 1 0
Between counterparties

Checks payable by the Bank 3,546 0
Certified checks 6,241 3,649
Other outstanding transactions (1,553) 24,268
Total 8,234 27,916

Theitem "other outstanding transactions' refers mainly to settlement of card transactions.
11. Other liabilities

Asat 31December 2016 and 2015 thisitem has the following structure:

Other liabilities
Other tax liabilities

Corporation tax 945,989 906,764
Taxes due — withheld from third parties
Capital gains tax (1,210) 302
Income tax 8,767 1,607
Other
Stamp duty 6,552 8,305
Special contribution on banking operations 2,866 0
Other 1,866 870

Other general liabilities
Suppliers of goods and services 39,350 31,521
General Creditors 14,289 1,510

Other liabilities of commercial and administrative nature

Staff — Salaries and other remunerations 33,637 25,735
Social security contributions 4,996 1,046
Total 1,057,103 977,660
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Thebalanceinother taxliabilities consists primarily of state taxes. Theitem "other generalliabilities refers to amounts
owedto suppliers of goods and services. And other liabilities of commercial and administrative natureincludes monthly
accrual of holidays and holiday pay paidin the following year.

12. Provisions

As at 31December 2016 and 2015, the item Provisions for probable liabilities comprises the following;

Equity
Provisions

Provisions for tax liabilities 21,917 0
Total 21,917

Inthe year of 2016, the Bank constituted a Provisionin order to meet tax contingencies classified as probable.
13. Equity

Asat 31December 2016 and 31December 2015, the Equity of the Bank comprised the following:

Equity

Share Capital 3,000,000 2,265,249
Reserves and funds 235,917 14,795
Retained earnings 1,132,845 97,178
Profit for the year 2,651,952 2,211,227
Total 7,020,714 4,588,449

The Commercial Bank of Huambo wasincorporatedin 2009 with share capital of 300 million AKZ.In 2011the Bank in-
creasedits share capital to 1hillion AKZ andin 2012 there was a paid-up increase 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.

Despite the capitalincrease carried out, as at 31December 2014 the Bank did not yet fulfillthe minimum regulatory re-

quirement for share capital and equity of 2.5 billion Kwanzas,imposed by BNA through Notice No.14 /2013 of November
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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 2016.1n July 2016

the BCHrecordedinits financial statements theincrease of capital by 734,751thousand Kwanzas.

As at 31December 2016 the share capital was distributed in the following way:

N° shares

Par value / ) Total (in thousands of .
Shareholders (in Shareholding
share (in AKZ) AKZ)
thousands)

Natalino Lavrador 1,000 1545 1,545,000 51.50%
Minoru Dondo 1,000 600 600,000 20.00%
Antonio Mosquito 1,000 600 600,000 20.00%
Sebastiao Lavrador 1,000 165 165,000 5.50%
Carlos Oliveira 1,000 90 90,000 3.00%
Total 3,000 3,000,000 100.00%

14. Off-balance sheet items

As at December 2016 the off-balance sheet accounts has the following balances:

| o | 25

Off-balance sheet accounts
Commitments received from third-parties

Guarantees received and Revocable Commitments 1,105,862 1,208,130
Commitments undertaken by third-parties 0 57,283

Commitments given to third-parties
Guarantees granted 0 43,099
Amounts in safe deposits 158,076 8,611
Loans stillrecorded in assets 102,238 31,727
Loans transferred to loss 26,755 28,608
Other control accounts 2,861 3,339
1,395,792 836,578
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15. Net interest Income

Thefollowingis the breakdown of this item as at 31December 2016 and 2015:

Net Interest Income

Gains from short-terminterbank investments 10,714 25,242
Gains from securities 1,105,321 495,792
Interest income 93,171 83,834
Total interest income from financial instruments assets 1,209,206 604,868
Interest expenses (176,687) (65,220)
Short-term wholesale funding costs 0 0
Other funding costs 0 (3,344)
Total Interest expense from financial instruments liabilities (176,687) (68,565)
Total Net Interest Income 1,032,519 536,304

Thenetinterestincome of the Bank as at 31December 2016 rose by about 93 percent as compared to the year before.
Suchimprovement results mainly form the strategy of the Board of Director for 2016 which consistedin strengthening
theinvestmentinPublic Debt Securities.

Thisinvestment in securitiesled to a123% in gains from these assets recorded at 31December 2016, when compared
tothe same periodin 2015. These gains result not only from the yields on the securities but also from changesin the ex-
changerate of the dollar against the Kwanza, which took placein 2016, as those are Government bonds indexed to the
US dollar, as referred toin Note 4 and to Government Bonds in US dollars.

Income from customer loans increased slightly by 11percent when compared to the same periodlast year. Interest in-
come fromloans reflects theinterestincome fromallloans granted and on which paymentis due, as well as dueinterest

paid by clients, arising from delayed payments of theinstalments.
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Asat 31December 2016 and 2015, thisitem comprises the following:

BCH Banco Comercial do Huambo

Results from foreign currency transactions
Profit from Foreign Currency Transactions
Losses from Foreign Currency Transactions

39,213,017,097
(39,212,336,081) (27,499,100,275)

27,499,798,039

Total Income from Foreign Currency Transactions

681,016

697,765

Theresults fromforeign currency transactions of the Bank can also be broken downinto:

Trading in Foreign Currencies

Total Income from Foreign currency Transactions 208,250 107,683
Trading in Foreign Currencies 472,765 590,082
Total Income from Foreign currency Transactions 681,016 697,765

Income from foreign currency transactions of the Bank at 31December 2016 had aslight decline of 2% when compared

tothe same periodlast year. This declineis mainly due to the decrease of number of foreign currency transactions.

17. Income from rendering of Financial Services

Asat 31December 2016 and 2015,income fromrendering of financial servicesis as follows:

Income from rendering of financial services

Commissions on transfers 628,317 598,615
Dossier fees 1,774,782 1,923,688
Cash transfers — Moneygram 94,578 199,721
Charges for the provision of guarantees and collateral 1,829 2,378
Charges for credit facility arrangement 8,157 8,679
Charges for standard services (cards, Compensations) 47,523 26,009
Other commissions 13,633 1506
Total income from rendering of Financial Services 2,568,820 2,760,596
Costs of rendering Financial Services

Costs of importing notes (23,187) 0
Fees for automated clearing (11,156) (5,028)
Costs of importing notes (6,070) (14,111)
Charges for other services provided by third-parties (59,975) (18,790)
Total costs of rendering of Financial Services (100,389) (37,930)
Net income 2,468,431 2,722,666

Annual Report and Accounts 2016 55de 69



BCH Banco Comercial do Huambo

Thenetincome from servicesrendered by the bank as at 31December 2016 declined by approximately 9% when com-

paredto the same periodlast year. This declineis mainly due to dossier fees andless cash transfers through Moneygram.
18. Staff Costs

As at 31December 2016 and 2015, this item comprised the following;

Members of Management and Supervision Boards

Monthly salaries 74,900 57,613
Extrapays 40,497 29,024
Other remunerations 24,468 1,800
Total Pay of Members of Management and Supervision

Boards 139,864 88,437
Employees

Monthly salary 114,550 86,309
Extra pay 24,778 29,040
Total pay of Employees 139,328 115,349
Other staff costs

Taxes and Social Security 12,611 7,354
Insurance against accidents at work 9,250 4,670
Other 0 0
Total other staff costs 21,861 12,024
Total de Custos com o Pessoal 301,053 215,810

Topoint out that theincrease feltincomparisontolast yearisinline with the growth of the Bank, reflecting theincrease

of personnelin order to provide the Bank with qualified personnel.

Asat 31December 2016 and 31December 2015, the Bank had the following operational structure:

Head Count 206 | 2055

Board of Directors 3 3
Management

Experts 30 27
Office staff 9 10
Total Staff 45 40
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19. Utilities and Contracted Services

Asat 31December 2016 and 2015 the composition of thisitemis as follows:

Utilities and contracted services

Communications 35,989 24,520
Water and energy 2,213 2,894
Transports, travel and accommodation 4,364 5,841
Publications, advertising and publicity 49 732
Security, conservation and repair 43714 31,421
Audits, consulting and other specialized and technical services 265,923 151,123
Insurances 172 142
Leasing andrentals 73,422 30,231
Materials 18,935 18,093
Other utilities 5185 1294
Total Utilities and Contracted Services 449,966 266,291

The amount in specialized services stands for costs with audits and consulting servicesincurred during the year. The

item"leasing andrentals' contains the costs related to buildings rented by BCH.
20. Non-profit taxes

Asat 31December 2016 and 2015 the non-profit tax comprised the following taxes:

Non-profit taxes

Urban Property Tax 179 0
SISA — transfer of assets and stamp duty on the contract 0 4,200
Stamp duty 25,867 24,833
Especial Levy on Current Invisibles 4140 544
Corporation Tax — Estimate adjustment 2,639 0
Special contribution on banking operations 431 0
Capital Gains tax 36,664 0
Total Non-profit taxes 69,921 29,577
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21. Depreciations and Amortizations

As at 31December 2016 and 2015 the item Depreciations and Amortizations presents the following structure:

Amortization of Intangible Fixed Assets 15,567 16,518
Industrial property and other 11,562 15,484
Construction costs 919 529
Expansion and Organization costs 0 0
Leaseholdimprovements 526 0
R&D 0 420
Other intangible Assets 2,559 85
Amortization of Tangible Assets 18,675 15,070
Buildings 8,518 4,136
Vehicles 0 784
Office Equipment 4,903 5,729
Computers and similar equipment -123 123
Banking equipment 3,641 3,676
Security equipment 190 612
Other tangible Assets 1545 10
Depreciations and Amortizations 34,242 31,588

22. Other operating income and expenses
As at 31December 2016 and 31December 2015 the item other operating income and expenses comprises the follo-
wing:

Other operating income and expenses

Income from different banking services 9,626 4,965
Cost reimbursement 0 (5,188)
Currency Exchange gains and losses (0) 290
Other
OPE 61,958 23,166
Other 39 41
Totaloperating income and expenses 71,623 23,275
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23.Non-operating Loss
Asat 31December 2016 and 31December 2015 the item comprises of the following:

Other operating income and expenses
Prior Year Adjustments (24,573) (46,415)
Total Utilities and Contracted Services (24,573) (46,415)

24. Corporation Tax

Asat 31December 2016 and 31December 2015, the taxable profitinIncome Statement, as well as the effective tax rate

canbe summedup as follows:

Profit before tax 3,597,941 3,117,991
Representation costs 23,576 0
Corporation Tax 2,639 0
Tax on capital inflows (IAC) 36,664 0
Property Tax 179 212
Penalties and other non-deductible expenses 5148 3,310
Other 4,371 0
Government Bonds 517,220 0
Tax benefits 0 98,967
Taxable profit 3,153,298 3,022,546
Regular tax rate 30% 30%
Tax according to the regular tax rate 945,989 906,764
Effects of change in the tax rate for the year 0 0
Tax for the year 945,989 906,764

AsreferredinNote 2 above, the bankis subject to Corporation Tax andis considered a Group A taxpayer. The Corporation
taxis 30%, aslong as the Bank presents profit.

The difference between the applicable tax rate (30%) and the effective tax rate in the financial year of 2016, is primarily
explained by gains on public debt securities, resulting from Government Bonds and Treasury Bills which the Bank holds
inits portfolio and which pursuant to art. 47 of Corporation Tax Law are tax exempt, and thus are deducted from taxable

income.
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25. Associates

As at 31December 2015 and 31December 2014, the Bank’'s balances with associates are as follows:

Current Savings
Associatesin 2016 Loans
Account account

Shareholders 287,829,427 150,000,000
Members of the Board of Directors 31,605,105 0
Companies in which the shareholders have significant influence 303,356,813 40,000,000

Companies where the members of the Board of Directors have

. . 0 0 0
significant influence
622,791,345 190,000,000 0
; . Current Savings
Associatesin 2015 Loans
Account account
Shareholders 189,771,737 135,000,000 0
Members of the Board of Directors 13,754,451 0 0
Companies in which the shareholders have significant influence 242,500,000 0
Companies where the members of the Board of Directors 0 0
have significant influence
407,914,403 377,500,000 0

Herebelow is alist of the Associates of the Bank:

Associates

Amosmid Lda

Anténio Mosquito

Auto Zuid

Bacatral, sociedade de transp. LDA
Bobs Comércio geral Lda
Consorcio Mayaca/Sol Mayor
Esplanada GrillLda

Exacta Engenharia LDA
M'bakassy & Filhos

Natalino Lavrador

Parige Lda

Sebastido Lavrador

Sol Maior Emp. Part. Lda
Taiping Lda

Valdomiro Minoru Dondo
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26.Balance-sheet as per currency

Asat 31December 2016 and 31December 2015, the Balance sheet as per currency has the following structure:

National Foreign
December 2016 Total
currency currency

ASSETS

Cash & cash equivalents 6,698,929 2444274 9,143,204
Short-term bank investments 0 0 0
Securities 9,429,967 199,645 9,629,613
Items in the course of collection from other banks 30,703 0 30,703
Loans and advances 236,129 67 236,196
Other current assets 54160 294 54,454
Fixed assets 789,984 0 789,984
TOTAL ASSETS 17,239,872 2,644,281 19,884,153
LIABILITIES )

Deposits 10,372,427 1,403,757 1,776,185
Items in the course of collection due to other banks 8,549 -315 8,234
Short-term wholesale funding 0 0 0
Other liabilities 1,049,439 7,664 1,057,103
Provisions 21917 0 21,917
TOTAL LIABILITIES 11,452,333 1,411,106 12,863,439
EQUITY .

Share capital 3,000,000 0 3,000,000
Reserves and Funds 235,917 0 235,917
Retained earnings 1,132,845 0 1132,845
Operating profit 3,622,514 0 3,622,514
Profit tax -945,989 0 -945,989
Non-operating loss -24573 0 -24573
TOTAL EQUITY 7,020,714 0 7,020,714
TOTAL EQUITY + LIABILITIES 18,473,047 1,411,106 19,884,153
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National Foreign
December 2015 Total
currency currency
ASSETS
Cash & cash equivalents 7,146,712 2,107,018 9,253,730
Short-term bank investments 0 0 0
Securities 2,252,152 162,845 2,414,997
Items in the course of collection from other banks 9,635 -2,706 6,929
Loans and advances 430,204 8 430,212
Other current assets 48,020 1122 49,142
Fixed assets 321,603 0 321,603
TOTAL ASSETS 10,208,326 2,268,287 12,476,613
LIABILITIES
Deposits 5,645,752 1,236,835 6,882,588
Items in the course of collection due to other banks 27,917 -1 27,916
Short-term wholesale funding 0 0 0
Other liabilities 976,401 1,259 977,660
TOTAL LIABILITIES 6,650,070 1,238,094 7,888,164
FUNDOS PROPRIOS
Share capital 2,265,249 0 2,265,249
Reserves and Funds 14,795 0 14,795
Retained earnings 97,178 0 97,178
Operating profit 3,163,992 414 3,164,406
Profit tax -906,764 0 -906,764
Non-operating loss -47171 756 -46,415
TOTAL EQUITY 4,587,279 1,170 4,588,449
TOTAL EQUITY + LIABILITIES 11,237,350 1,239,264 12,476,613
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27.Contingent Liabilities

As at 31December 2016 tax contingencies were classified as possible in terms of Income Tax, Urban property Tax, Capital

gains Tax whichamount to atotal of 10,082,000 AOA.

28. Events occurred after reporting

Besides the aforementioned facts, Banco Comercialdo Huambois not aware of any facts after December 31,2016 that

justify adjustments or disclosure in the Notes to the Financial Statements for the reporting year.
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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

www.ey.com

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 2016 showing total assets 0f 19,884,153 thousand Kwanza and
equity of 7,020,714 thousand Kwanza, including profit after tax of 2,651,952 thousand Kwanza; Income Statement;
Statement of Cash Flows, Statement of Changes in 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 applied for the banking sector in Angola and for the main-
tenance of an appropriate system for internal controlin order to permit that the financial statements are prepared

free of material misstatements due to fraud or error.

Responsibility of the Auditor

3. Ourresponsibility 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.

Opinion

6. Inouropinion, the financial statements give a true and fair view, in allmaterial respects, of the financial position of
Banco Comercial do Huambo S.A [Commercial Bank of Huambo] as of 31December 2016, the result of its operations
and cashflows for the year then ended, in conformity with the generally accepted accounting policies and best prac-

tices for the banking sector in Angola.

Emphasis of Matter

Asmentionedinthe Directors’ Report, the Bank has undertaken severalinitiatives towards theimprovement of formal-
ization andimplementation of policies and procedures within the corporate governance model and internal control and
the process of preventing money laundering and financing of terrorism, including strengthening of the functions of mon-
etarization of the Bank's internal control. Despite the evident efforts, through procedures of follow-up we conducted,
we found out that there are procedures which have not been totally implemented thus the requirements of Noticen® 1
andn®2/2013 andInstructionn®1/2013issued by the National Bank of Angolainrelation to Corporate Governance and

Internal are not totally satisfied.
Luanda, 28 April 2017
Ernst & Young,Lda

Represented by: Rui Abel Serra Martins — 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 to the Angolanlegal provisions and the power vestedin us, we hereby submit to your attention our Report and
Opinion whichincludes 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 2016, which are aresponsibility of the Board
of Directors. The Balance Sheet shows total assets 0f 19,884,153 thousand Kwanza and equity of 7,020,714 thousand

Kwanzaincluding profit after tax of 2,651,952 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

withthe 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 2016

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 a true and fair view,
inallmaterialrespects, of the financial position of the Bank, as statedin the Reports of the External and Independent Au-

ditor from 28 April 2017, 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, 28 April 2017

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

Signed: Mr.Miguel Luis Manuel — Deputy-chairman
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