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BCH Banco Comercial do Huambo

Message from the Chairman

Another year has gone by and now it-s time tolook back at 2018 which was marked by the National Bank of Angola
taking measures to ensure aprogrammedo er of foreign exchange, thus allowing commercial banks to manage their
customers: foreign exchange needs.

Takinginto account the results as awhole, we can conclude that throughout 2018 the banks presented considerable
pro ts.However,itisnecessary to carry outamore rigorous analysis. Itisimportant to note that about 50% of the banking
pro tsdidnottranslate entirelyinto nancialcash ows,thatis, liquidity. We cansay thatthe pro tsobtained by the banks
are essentially book-keeping, resulting from revaluation of government bond indexed to the US dollar, given the signi-

cantdepreciation of the Kwanzaagainst the US dollar.

With regard to the year 2018, the country‘s economic situationis very worrying. After two years of recession, it wil be
necessary tomaintainthe nancial system healthy in order to be able to respond tothe nancing needs of the economy.
However,inour view, the measures that are being taken do not seemtobe the mostprudent. e Central Bank has taken
measures aimedatlowering banks: pro tability, such as reducing commissions, whichis not going to have a positive ef-
fect fromamacroeconomic pointofview. e Central Bank has justissued alegislation by whichit requires the com-
mercial banks to grantloans so as to recover theeconomy. ismeasureisacause for concernasit mayincrease the
highlevel of bad debt as we believe that the authorities have not yet putin place adequate reforms to streamline the ju-
dicial system and put through the Property Law so that banks bear less risk when lending and are reimbursed of the
amountslent to so many people who abusively considered those loans donations.

Inthe light of such scenario whichweakensthe nancial system, we fear that 2019 may be worse than 2018.

In2018,in our opinion the bank faced numerous setbacks but neverthelessit was able to surpass them. In the case
of BCHand takingintoaccountitsresultsre ectedinthekey nancialand economicindicators, we agree thatwe continue
tobeasolidinstitution.

Netpro treached 6,630 millionkwanzaswhichcomparedto 2017isanincrease of 65%; netinterestincome grew by
about105%, and own funds by about63%. e solvency ratio reached 105%, when the minimum required is 10%.

roughout 2018, BCHimplemented several projects, namely the development of the newwebsite and online banking,
extension of the module to permit payment of services through online banking, upgrading the fronto  ce software,im-
plementation of the collection of state revenues at BCH branches and upgrade of the core system with high availability
solution (system shutdown withoutinterruption of business).
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BCH Banco Comercial do Huambo

Expectations for 2019 are not encouraging, as real GDP is to remain negative and the nancial system more fragile.

Nevertheless, in the light of such discouraging scenario BCH will continue to support the economy asit has always
done, by growing in sustainable manner and striving to keep its ratios to acceptable levels.

us, BCHwants to expressits deep appreciation and gratitude to its employees for their dedication and commitment.
Itis our employees and their exceptional professionalismwho manage to keep BCHat the top of the country-s nancial

system. We are very appreciative of theirwork.

We cannot but express our special thanks to our customers for continually choosing us, whom we assure thatwe are
committed to constantly improve our service quality.

We also thank our shareholders for their vote of con  dence regarding the implementation of the outlined management
policies.

Toallwe express our sincere gratitude.

Netalovo (Boile; A2ovacty
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BCH Banco Comercial do Huambo

Macroeconomic Background

International Economy

After two years of strong economic growth, 2018 proved to be a challenging one, especially towards the end of the year.

e year 2018 saw the US leading trade wars against several of its economic partners (Europe, China, Canada and Mexico),
uncertainty as to the pace of growth of the Chinese economy, political instability in Europe, pursuit of monetary policy
normalization by the US Federal Reserve and the ongoing uncertainty about the Brexit.

GDP growth rate in advanced economies GDP growth rate in emerging markets

and developing countries
6.0 16

4.0 12

2.0 S  usA 8 V\/
00 W United Kingdom
\ / \ \

India

China

South Africa
Euro Zone

) .

~ ~—

=
-40 -4 \/

-6.0 -8
2008 2010 2012 2014 2016 2018 2008 2010 2012 2014 2016 2018

——— Brazil

Russia

Interms of monetary policy, the US Federal Reserve raised itsinterest rate four imes throughout 2018, ending the year
with fed funds rate in the range of 2.25% and 2.5%. At the end of the year it became clear that the FED could bring the
federal funds rate to aneutral level by raising it two more timesin 2019, instead of the three initially predicted.

Still, US GDPis expected to have grown at a faster pace, reaching in 2018 agrowth of 2.9%.
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GDP growth rate
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However,in other economic zones, growth slowed down and global economic growth became less synchronized.

Inthe Euro Zone, the economic slowdown hitmany countries. e Central European Bank remained cautiously optimistic
andannouncedits decision toendits asset purchase program.  roughout the year, the Central Bank keptits rates un-
changed and warned that there won-t be hypothetical interest rate increase before the end of summer 2019.

Unemployment rate
(Total population %)
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Stillin Europe, the political and economic situationin France also deteriorated. At the end of the year protests of the Yellow
Jacket movement following the announcement of new tax hikes blocked roads and disrupted currenteconomic activity,
signi cantly harming economic growth.
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Macroeconomic Background

Consumer prices (annual %)
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Inthe United Kingdom, throughout 2018 the Brexit continued tobe de ned by high degree of uncertainty, clearly showing
thedi culties of the British governmentin managing the process.

edi cultiesinthenegotiationswiththeEUre ecttoagreatextentthe majordivisionswithintheUK. emainpoints
of contention have to do with the Irish border, subjection to European legislation (European Court of Justice), the Brexit
bill, and the capacity to enter into free trade agreements without the interference of the European Union.

Inthis context, the Euro Zoneis estimated to have grown by 1.9%, down from 2.4%in2017.  eunemploymentrate con-
tinued todecline, falling to 8.2%. In ation remains below ECB-s 2% target and at the end of the year stood at1.7%.

In China, the economy is expected to have grown by 6.5%in 2018, the lowest pace since 1990. China faces high levels of
debt, aslowdownin construction, apoor demographics and trade war with the US, already mentioned. In the last slow-
downsin2009 and 2015, Chinaresponded with massive scalandcreditstimulus. esee ortscameataprice:the
debt-to-GDP ratio rose from 140%in 2008 to over 250% at the end of 2017, raising concernsabout nancial stability.
New economic stimulusis envisaged, butitis unlikely tobe assigni cantande ectiveasinthe past. However,itshould
besu cienttomaintain growth close to 6%in 2019.

Angolan Economy

Inthe rst9monthsof 2018, GDP declined by 2.7%, mainly due to 8.7% dropin oil activity. For the year asawhole, IMF
projections point to adecline of 1.7% of GDP due to the above reasons. For the non-oil sector, the IMF also estimates
stagnation. us,2018is the third consecutive year of economic recession after 2016(2.6%) and 2017 (0,2%).
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According to the State Budget, the economic downturnis due to areduction in oil production from 1.64 (mbd) in 2016 to
152 (mbd)in2017. isreductionisaresult of naturaldeclines of mature eldsandlack of new projects. Although the
price of abarrelincreasedinrelation to 2017, this did not lead to agrowth of the non-oileconomy because the State stra-
tegically decided to use the extraordinary revenues for domestic debtamortization.

According to the IMF projection, in 2019 the Angolan economy is expected to grow by 2.5%ifit manages to achieve higher
oiloutput through exploration of current elds and new investmentsin Vandumbu and Kaombo which willdepend on
the durationand compliance with oil-cuts agreement enteredinto by OPEC and non-OPEC member countries. Although
atagradual pace, itis expected that the improved conditions in the economic environment willlead to a resumption of

investment.

Inthe external sector, the country is steadily moving towards an external position inaccordance with fundamentals and
desirable policies. e currentaccountbalanceis expected to showasurplus of 2% of GDPin2018,re ectinganincrease
in oilexports due to favorable oil price.

Higher oilexports took the pressure o  International NetReserves (lessUSD 2.97 billionas compared to 2017) and per-
mitted anincrease in the allocation of foreign currencies.

After achangein the exchange rate regime, whichisnolonger xed, the country-seconomy has been transitioning to-
wards a position of external equilibrium, consistent with desired policies. It was possible toreduce thedi erence between
theo cialand parallel exchange rate from 168%in January to 33%in December.

Asaresultofthe scalconsolidation carried outby the State, according to the IMF there was asurplus of 0,4% of GDP.a
turnfromade citofmore than3%;in2017overall scalde citwas6.3%. elMFexpectstheeconomy togrowby2.5%
in2019.

With regard to public debt,itunderwentasigni cantadjustmentasaconsequence of the transitiontoa exible exchange
rate regime, from 68.5% to 91% of GDP at the end of the year.

In ationstoodat18.6%attheendoftheyear. eaverage rate during the yearwas 19.6%, well below 29.8% recorded
in2017.

e monetary policy has remained restrictive in practice, as aconsequence of the signi  cant reduction of the national
currency in circulation. However measures towards less restrictive policy were taken, by reducing the policy rate from
20% 10 16.5% and the mandatory resernves requirement for national currency from 21%to 17%.
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Legal Framework

Regulations approved by BNAIn 2018

Year

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

Source: Banco Nacional de Angola - http.//www.bna.ao/

Subject

Foreign Exchange Position Limit

Adequacy of Minimum capital and
Regulatory Capital for Banking Institutions
Commission exemption for Minimum
Banking Services

Alteration of the wording of Article 12 of
Notice no. 09/17 of 12 September, on
Infringements

Rules and Procedures for FX Operations in
the Import and Export of Goods
Adequacy of Minimum capital and
Regulatory Capital for non-Banking
Institutions

Operational Rules

FINANCIAL SYSTEM

Delay of Submission of Periodic
Information

PROVISION OF PAYMENT SERVICES
Operational Rules for the Remittance
Service Providers

Limit of Exchange Position

Limit of Exchange Position

FINANCIAL SYSTEM
Requirements and Procedures for the
Authorization of Establishment of Non-
Banking Financial Institutions
Submission of Information regarding Maps
of Needs
Limit of Foreign Exchange Position

-Daily Information

-Commercial Banks
Daily Information

Commercial Banks

Alteration of the interest rate of the
product Bankitaa Crescer [savings
account]

Submission of Information regarding the
Map of Needs

Implementation Guide for Stress Test
Program

Topic

FX Policy

Foreign Exchange
Policy
FINANCIAL SYSTEM

Foreign Exchange
Bureaus
FINANCIAL SYSTEM

PROVISION OF
PAYMENT
SERVICES

Foreign Exchange
Policy

FOREIGN
EXCHANGE POLICY
FINANCIAL SYSTEM

Foreign Exchange
Monetary Policy
Foreign Exchange
Policy

Limit of Foreign
Exchange Position

Foreign Exchange
Policy
Implementation
Guide for Stress
Test Program

Published on

22/01/2018

09/03/2018

09/03/2018

22/03/2018

17/07/2018

30/11/2018

30/11/2018

30/11/2018

30/11/2018

27/12/2018

15/08/2018

30/11/2018

09/04/2018

31/01/2018

22/08/2018

04/12/2018

06/11/2018

31/07/2018

3 BCH Banco Comercial do Huambo

In force since

22/01/2018

02/03/2018

02/03/2018

07/03/2018

17/09/2018

30/11/2018

30/11/2018

30/11/2018

30/11/2018

27/12/2018

15/08/2018

30/11/2018

09/04/2018

31/01/2018

22/08/2018

04/12/2018

06/11/2018

31/07/2018

Notice/Regulation
/Instructions

Notice n” 01/2018

of 22 January

Notice n” 02/2018

of 2 March

Notice n” 03/2018

of 2 March

Notice n” 04/2018 of 7
March

Notice n” 05/2018 of 17 July

Notice n” 08/2018

Notice n” 09/2018

Notice n”10/2018

Notice n"11/2018

Notice n”12/2018

Notice n” 06/2018

Notice n” 07/2018

Directive n” 01/DCC/2018

Directive n”
01/DSI/DRO/DMA/2018

Directive n”
05/DSB/DRO/DMA/2018

Directive n”
06/DEF/DR0O/2018

Directive n” 03/DR0/2018

Directive n”03/DCC/2018
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Legal framework (cont.)

Regulations approved by BNAin2018

Year

2018

2018

2018

2018

2018

2018

2018

2018

2018
2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

2018

Source: Banco Nacional de Angola - http://www.bna.ao/

Subject

BNARATE NOTICE N"10/2011 of 20
OCTOBER

Requirements for the Calculation and
Compliance with Mandatory Reserves
Requirements for Access to the Marginal
Lending Facility

Foreign Currency Purchase and Sale
Auctions - Participation Procedures
Procedures to be observed in the
execution of foreign exchange operations
Foreign exchange rate regime

Development Bank Liquidity Providing
Operations

Limits of Foreign Exchange Operations
involving Goods

Mandatory Reserves

Mandatory Reserves

Limits of Foreign Exchange Operations on
Family Assistance

Creation of an Independent Function of
Exchange Controlin the Financial Banking
Institutions

Temporary Suspension of Licensing of
Exchange Operations in the Import of
Goods

Liquidity-providing Operations of the
Development Banks

Payment of Hospital and School Expenses

Prevention of Money Laundering and
Terrorist Financing in International Trade
Operations

Remuneration of Collateral Deposits
Associated to Letters of Credit

Sale of Foreign Currency to Payment
Service Providers and Foreign Exchange
Bureaus

Foreign Currency Sale Limits applicable to
Payment Service Providers and Foreign
Exchange Bureaus

Operational rules

Topic

Markets

Payment System

Market

Foreign Exchange
Policy

Foreign Exchange
Policy

Foreign Exchange
Policy

Foreign Exchange
Monetary Policy
Foreign Exchange
Policy

Monetary Policy
Foreign Exchange
Monetary Policy
Foreign Exchange
Policy

Foreign Exchange
Policy

Foreign Exchange
Policy

Interbank Money
Market IMM
FOREIGN
EXCHANGE
POLICY

Foreign Exchange
Policy

Foreign Exchange
Policy
Foreign exchange
Policy

FOREIGN
EXCHANGE
SALELIMITS
REPATRIATION OF
FINANCIAL
RESOURCES

Published on

17/07/2018

19/07/2018

18/07/2018

1970172018

19/01/2018

19/01/2018

22/01/2018

19/07/2018

19/07/2018
25/01/2018

21/06/2018

21/06/2018

21/06/2018

14/09/2018

14/09/2018

21/09/2018

1971172018

19/11/2018

3071172018

3071172018

3 BCH Banco Comercial do Huambo

In force since

17/07/2018

19/07/2018

18/07/2018

22/01/2018

01/02/2018

24/01/2018

1970172018

17/09/2018

23/07/2018
28/05/2018

21/06/2018

21/06/2018

21/06/2018

14/09/2018

14/09/2018

22/10/2018

21/11/2018

21/11/2018

3071172018

3071172018

Notice/Regulation
/Instruction
Directive n” 04/DMA/2018

Directive n”
04/DSP/DR0O/2018
Directive n”
05/DMA/DR0O/2018
Instruction n” 01/2018 of 19
January
Instruction n” 02/2018 of 19
January
Instruction n” 03/2018 of 19
January
Instruction n” 04/2018 of 19
January
Instruction n” 09/2018

Instructionn”10/2018
Instruction n” 05/2018 of 25
May
Instruction n” 06/2018

Instruction n” 07/2018

Instructionn” 08/2018

Instructionn” 11/2018

Instructionn”12/2018

Instruction n”13/2018

Instruction n” 14/2018 of 19
November
Instruction n” 15/2018 of 19
November

Instructionn”16/2018

Instructionn”17/2018
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Legal framework (cont.)

Regulations approved by BNAin 2018

Year

2018

2018

2018

2018

2019

2019

2019

2019

2019

2019

Subject

Conversion of Credits Granted in Foreign
Currency to Individuals

Foreign Currency Purchase and Sale
Auctions

Operation and Organization Procedures
Reference Exchange Rate

Calculation Methodology

Exchange Rates of the Banking
Institutions

Extension of the Temporary Suspension of
Licensing of Exchange Operationsin the
Import of Goods

Pricing of Transactions in Foreign Currency
-Maximum limits of Commission Fees and
Expenses

- Maximum currency exchange margin
rate applicable to certain operations

- Currency of the commission charges
Lending to the Real Sector of the Economy
-Terms and conditions

Obligation to provide information to
customers on the Deposit Guarantee Fund
Payment System

- Automated Clearing House of Angola

- Guarantees for Settlement of balances
Financial System

- Lending

Automated Clearing House of Angola
Guarantees for Settlement of balances

Source: Banco Nacional de Angola - http://www.bna.ao/

Topic

FINANCIAL SYSTEM

Foreign Exchange
Policy

Foreign Exchange
Policy
Foreign Exchange

Policy

Financial Conduct

FINANCIAL SYSTEM

Payment System

Monetary Policy

Payment System

Published on

30/11/2018

03/12/2018

03/12/2018

1171272018

31/03/2019

08/04/2019

18/01/2019

08/04/2019

26/04/2019

04/01/2019

3 BCH Banco Comercial do Huambo

In force since

30/11/2018

03/12/2018

03/12/2018

11/12/2018

31/03/2019

08/04/2019

18/01/2019

08/04/2019

26/04/2019

04/01/2019

Notice/Regulation
/Instruction
Instruction n”18/2018

Instruction n”19/2018 of 3
December

Instructionn”20/2018 of 3
December

Instruction n” 21/2018 of 11
December

Notice n”03/2019

Notice n”04/2019

Instruction n”02/2019 of 3
January
Instructionn”03/2019 of 3
April

Instruction n” 04/2019 of 26
April
Instruction n” 01/2019 of 3
January
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Macroeconomic Background

Future Perspectives

e exchange rate depreciationand currentin ationary pressures might have negative impact onthe private consump-
tion, which could,accordingto e Economistintelligence Unit,a ectthe expected economic growth of1.6%in 2019.
However, as the country continues to adjust to low oil prices, real GDP growth by an average of 2.5%is expectedin the
2019-2020 period, inlight of slightly increased public consumption and despite the expected US business cycle downturn
in2020. eforecastfor2021-2022isthataverage GDP growth could reach 2.9%, provided that the increase of oil price
iscon rmed throughoutthatperiod (4.7%/year).

Ifthein ationary pressure already mentioned persists, the depreciation of the kwanzais likely to continue.  ereisho-
wever apackage of measures thathas beenimplemented to combatin ation,suchas price limits for basicgoodsanda
new tax and customs regime to comeinto forceinthe rsthalf of 2018 which will reduce taxes onimported goods thus
impacting positively and restrictively the growingin ation from previous years. Nevertheless, the continuous depreciation
of the kwanzaagainst the US dollar willincrease the cost of manyimported goods, which could reduce theimpact of the
above mentioned measures. Alsoaccordingto e Economistintelligence Unit the averagein ationrate for2018is pro-
jectedat25.9 %.

As for the foreign exchange policy, the BNA announced thatin 2018 it willadoptamore exible strategy, by promoting
more auctions with the commercial banks. On the other hand, the decision to putan end to the old peg to the U.S. dollar
may help to take some pressure o  international reserves, although those remain well above minimum prudent levels.

Interms of exports and following the abrupt fallbetween 2014 and 2016 due to the decline of oil prices, arecoveryis ex-
pectedin 2019, re ecting somewhat stronger prices, although stillbelow the peakin 2012-2013.  eimports may also
reverse thetrend,re ectingaslightincrease ingovernment-led capitalinvestment on the basis of more favourable oil
prices, despite of the strong depreciation of the Kwanza which will most probably continue to limit consumer demand.
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The Commercial Bank of Huambo
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3 BCH Banco Comercial do Huambo

The Commercial Bank of Huambo

Vision, Mission and Values

Vision

Q,

Mission

e BCH:-svisionistobe areference bankin terms of provision of ser-
vices to the Customer and prudent management of the Institution.

“

Ourmissionistoo erbankingand nancial products and services of
enhanced quality to our Customersin order to create and distribute va-
lue to Customers, Employees, Partners and Shareholders.

*

e six fundamental values at the core of the BCH-s culture are:
1. Integrity, by acting with honesty, loyalty and commitment;
2.Con dence and transparency, by acting with truthfulness and clarity;
3.Teamwork we believethatcollectivee ortisthebestwaytoachieve
ourgoals;
4.Rigour, by acting with professionalism, technical competence and di-
ligence so astoachieve higherlevels of qualityande ciency;
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 the risks, stability and
soundness of the Institution.

“

Annual Reportand Accounts 2018
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E 3 BCH Banco Comercial do Huambo

The Commercial Bank of Huambo

Corporate Bodies and Shareholder Structure

Corporate Bodies
e Board of Directors comprises aChairman and two Directors

General Meeting of Shareholders-Board

Chairman Alexandra Teodorada Concei 2o Cruz Martins
Deputy-charman Maria Helena Miguel
Secretary Regina Lu sa 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 M#rio Silva Castelo Branco
Deputy-chairman Francisco Miguel Paulo

Shareholder Structure

Asat 31 December 2018, 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%
Ant nio Mosquito 20%
Sebasti®o Bastos Lavrador 5.5%
Carlos Saturnino Guerra Sousa e Oliveira 3%

We point out that the bankincreased its share capital throughincorporation of reserves from Akz 7 billion to Akz10 billion,
showing the solidity of BCH andits capitalization policy it has pursued over the years.
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The Commercial Bank of Huambo

Corporate Bodies and Shareholder Structure

a BCH Banco Comercial do Huambo

e Board of Directors comprises a Chairman and two Directors.

Commerclal Control and
Coordination

Risk Committee

Nomination, evaluation and
remuneration committee

Internal audit

Risk Management

@ L _TELLLRLELEEED @ {_TELECETELPPCLRTED
: : : : ACCOUNTING
COMMERCIAL CREDIT EOPERATIONS : PLANNING
Branch :

Assessment Domestic Accounting
Network = Market
Corporate Follow-up International Budget control
Marketin Market
Markethg Recovery Planning
Brockerage
Litigation

BOARD OF
DIRECTORS

:FINANCIAL
: DEPARTMENT
: AND MARKETS

Treasury

Administration Services
.......... i

Credit Committee

Investment Committee

Compliance

Legal Department

: ORGANIZATION
: AND COMPLAINT
: MANAGEMENT

: INFORMATION
: SYSTEMS

: HUMAN
:RESOURCES

: GENERAL
: SERVICES

Internal Patri Pay-rol .
- . . atrimony .
Einancial Markets, Regulations processing ServiceDesk
Transpor -
Statistics — Hiring and (SIantemleiigfions
Document Training =
Complaint .
Management
Management Personnel Operrations
Inventory Management

Aplplications
Management
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Activity in 2018
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E 3 BCH Banco Comercial do Huambo

Activity in 2018

Keyindicators

Amountsin thousands of AKZ

2015 2016 2017 2018 Var 15 - 16 Var.16 - 17 Var.17-18
INDICATORS
Total Assets 12 477532 19 885 756 29366 616 37796 794 59,37% 47,68% 2871%
Credit to the Economy 2834465 9861980 22284214 19234 267 247,93% 125,96% -13,69%
Loans and advances to customers 419 468 231697 112283 1316 865 -44,76% -51,54% 1072,81%
Loans and advances to the Government 2414997 9630283 22171931 17917 402 298,77% 130,23% -19,19%
Customer Deposits 6882588 11776 185 15728 826 14 448 356 71,10% 33,56% -8,14%
Regulatory Capital 4542302 6523678 10557116 17204 408 43,62% 61,83% 62,97%
Net operating Income 3956735 4158 369 5982573 9653346 5,10% 43,87% 61,36%
Net Interest Income 536 304 1037571 1804585 3724449 93,47% 73,92% 106,39%
NetPro t 2211227 2660572 4004677 6630044 20,32% 50,52% 65,56%

2015 2016 2017 2018 Var 15 -16 Var.16 - 17 Var.17-18
Financial Ratios
Cost to Income ratio 21.84% 17.74% 21.39% 14.93% -18.77% 20.57% -30.22%
Loan/deposit ratio 6.25% 2.14% 0.80% 9.11% -65.76% -62.62% 1039.29%
Solvency ratio 133.97% 154.22% 142.32% 107.52% 15.12% -1.72% -24.45%
Returnon total Assets (ROA) 17.72% 13.34% 13.64% 17.54% -24.72% 2.25% 28.60%
Return on Equity (ROE) 48.19% 37.77% 36.32% 37.57% -21.62% -3.84% 3.44%
Overdue loans/Total loans 1.22% 2.84% 4.12% 0.29% 132.79% 45.07% -93.04%
Provisions/overdue loans 31.25% 215.19% 80.34% 40.47% 588.61% -62.67% -49.62%

2015 2016 2017 2018 Var 15 -16 Var.16 - 17 Var.17-18
Business Development
No of Brances 4 5 5 6 25,00% 0,00% 20,00%
No of Employees 40 45 55 57 12,50% 2222% 3,64%
Customers 7773 10556 14172 14893 35,80% 34,26% 5,09%

BCH hasbeen stabilizingits commercial network andits team, as well as its customer base, as the statistics show below.
However,the Banksigni cantlyincreaseditspro tability, beingone ofthemostpro tableande cientbanksofthe An-
golanbanking system.

Jxt

+3.63% +5.10%

New Branches

In2018, the opening ofanew
branch took place. BCHintends to
continue to expand its commercial
network with the opening of new
agencies.

Teamreinforcement
Attheendof2018, the Bank-ssta
includes 57 employees, 2 more
thanin2017.

Customer Growth

enumber of customersin2018
increased by 721and reached ato-
talof14,893 asat 31 December
2018.
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E 3 BCH Banco Comercial do Huambo

Activity in 2018

Business Development

Total Assets
In 2018, BCH accounted for anincrease of about
29inTotal Assets, whichre ectsthe growthinac-

tivity.

2018
37,796,794

2017
29,366,616

2016
19,885,756

Amounts in thousands of Akz

NetInterestincome

In2018 the Bank doubled its netinterestincome,
whichatbalance-sheet date stood at Akz
3,724,449 thousand.

2018

3,724,449

2017

1,804,585

2016
1,037,571

Amounts in thousands of Akz

ROE and ROA

Returnon equity increased by 1.25% from 36.32%
in2017t037.57%in 2018. Onthe other hand, re-
turnonassets rose by 3.9%. from 13.64%in 2017
t017.54%in 2018.

N
o
=
[e2]

Loansand Advancesto Customers

Contrary to 2017, the loans and advances to cus-
tomersincreasedsigni cantly from Akz 112,283
thousand to Akz1,316,86 thousand. Impairment
levels of the loan portfolio remain residual, which
reveals the quality of the Bank:s portfolio andits
conservative risk policy.

1,316,865

2017
112,283

2016
231,697

Customer Deposits

In2018, the amountin customer deposits declined
slightly from AKZ 15,728,826 thousandin 2017 to
AKZ 14,448,356 thousandin 2018.

2018
14,448,356

2017
15,728,826

2016
11,776,185

Amounts in thousands of Akz

Solvency Ratio

eBankmaintainshigh nancialsoundness,on
the basisofthe formulade nedinart.1ofNotice
No.05/07 of 15 of July, thisratio at the end 0f 2018
stoodat107.52% (142.32%,in 2017) a percentage
wellabove the minimum requirement of 10% set
by the National Bank of Angola.
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Activity in 2018

Business Development

NetPro t

eBank-snetpro tamountedto AKZ 6,630,044
thousand, anincrease of AKZ 2,625,367 thousand
compared to theamountrecordedinthe nancialyear
of2017.

6,630,044
4,004,677

2,660,572

Amounts in thousands of Akz

Administrative Costs

In2018, the Bank:s cost structure accounted for a 33.1%increase in comparison to 2017.

{ 3 BCH Banco Comercial do Huambo

Regulatory Capital

In2018, Regulatory Capital stood at AKZ 18,839,810
thousand,up by AKZ 8,282,694 thousand, whichisa
signi cantincrease 0f43.96% on 2017.

2018
17,204,40754
2017
10,557,116

2016
6,523,678

Amounts in thousands of Akz

e main administrative cost

items are personnel costs up by about 22.14% and utilities costs which rose 36.01%.

Administrative costs 2015 - 2018

2015 2016 2017 2018 Var 15- 16 Var. 16- 17 Var. 17- 18

Administrative costs 548 291 861 351 1037 7569 1381 963 57,10% 20,48% 33,17%
Sta costs 215810 302 204 386 422 471 978 40,03% 27,87% 22,14%
ird-party costs 266 291 449 966 560 961 787 063 68,98% 24,67 % 40,31%
Amortisations and depreciations 31588 33483 90 376 122 922 6,00% 169,92% 36,01%
Other 34 602 75 698 - - 118,77% -100,00% 0,00%

Amounts in thousands of Akz

4,722

CARD Cardsincirculation
(] )

asat31December2018 and Huambo

lI 175 POS operating -: 10 ATMsbetween Luanda
[ ]
E ]

POS ATMs Debit Cards
Atthe endof2018, the Bank BCHhas 10 ATMsavailable to the In2018, the Bank recorded an ave-
hadatotal of175POS. public, ve ofwhich strategically rage of 1 card for every 3 custo-
placedindi erentlocationsin mers.
Luandaand threein the province of
Huambo.
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Activity in 2018

Risk Management

e Bank having already implemented its Risk Management System on the basis of the 3 Lines of defence model con-
solidatedin 2017 the processes associated with its control functions- Risk, Compliance and Internal Audit, as wellas the
interaction and coordination between these areasin order to ensure adequacy, strengthening and operation of the Bank:s
internal control system, seeking to mitigate the risks according to the complexity of the business.

Inthis way, the Risk Management Function is responsible for developing practices which permit theidenti cation, quan-
ti cation, control, monitoring and reporting ofthedi erenttypes of risks of relevance andinherent to the BCH s activity,
namely operationalrisk, creditriskand nancial risks with the purpose of protecting the Bank:s capitaland maintaining
its solvability. Itis also responsible for the design, development, monitoring and update of the risk management models
which allow for the correctidenti cation, evaluation and control of risks associated with the Bank:s activity, in order to
ensure thatthey remainatlevels consistent with the pro le and degree of risk tolerance (Risk Appetite) de ned by the
Board of Directors.

e years 2017 and 2018 consolidated the activities carried out by this function, formally created in 2016. Currently, in
addition to the regulatory reports required by the BNA, the Risk Management function has been broadeningits vision on
risk managementby using not only the tools required by the BNA but also complementary internal maps,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:

CreditRiskIndicators analyses credit exposure andits breakdown by branch and segment, as well as credit

concentration;

ALMtool analysesasetofindicators of liquidity risk, foreign exchange risks and interest rate risk and assigns
alevel of risk associated with eachindicator value.

Annual Reportand Accounts 2018 23del19



BCH Banco Comercial do Huambo

Activity in 2018

Asto the Compliance function, likewise o ciallyindependentas of 2016, it also consolidatedin 2017 thee ciencyand
e ectivenessofthetasksitwasassignedwith. e following tasksare part of the scope of activities carried out by the
Compliance function:

Monitor the commercial network as to the acceptance of customers, performance of certain operations or sale
of products and services.

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

Ensure compliance with the Bank:s code of ethics/conductin acomprehensive manner.

Evaluate the impact of regulations on the businessin order to better understand the involved risks against the
coste ectiveness of necessary alterations to processes/systems/products.

Participate proactively and preventively in the approval of risks for new products/processes and respective al-
terations.

De nemechanismstodetectevidence of unauthorised nancialintermediation or fraud.
Establishmeasures to preventand combat market abuse, money laundering and fraud.

In 2018, the Risk Management functionimplemented the process of sensitivity analysis for the various risks to which
the Bankis exposed, suchas exchange rate, interest rate and market risk.

Given theimportance of topics related to Prevention of Money laundering (PBC) and Counter Terrorist Financing (CFT),
the Compliance function performs the following important tasks:

Monitoring of internal and external customer lists;

Analysis of Anti-Money Laundering (AML) forms.
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Activity in 2018

Analysis and approval of account opening;

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

Follow-up of domestic 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
issues related toBC/FT.

Contribute to knowledge sharingin PBC/CFT matters.

Lastly, with regard to the Audit function, fully-functioning since 2014, it continued to carry outits activity inaccordance
with the Internal Audit Strategic Plande ned for the triennium 2016 to 2018 and aligned with the BCH-s global strategy.

e Internal Audit Function carried out the envisaged Business Plan which was prepared on the basis of risk assessment
criteria.  eactivities carried outincluded audit actions performed on the commercial network, business processes,
back-upprocessesandIT.

Finally, the Internal Audit function also ensured the follow-up of the implementation of the recommendations and other
risk exposure mattersidenti edinits 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 have been approved by management.

Annual Reportand Accounts 2018 25del19



gg BCH Banco Comercial do Huambo

Perspectives for 2019

Annual Reportand Accounts 2018 26de119



BCH Banco Comercial do Huambo

Perspectives for 2019

Considering the global economic environment, the perspectives for growth of the African economy and in particular the
Angolan economy, the Bank:s strategy continues to be one of focus on sustained growth, ensuringa exible structure
whichallowsafastande cientresponse to the demanding business and regulatory challengesinthe nancial sector.
Inthatway,in 2019, BCHis committed to:

Continuetoo erastructureofdi erentiated nancial productswhich can continue to meetthe needs of our
customers;

Maintain the commitment to the Bank:s sustained growth while preserving the pro tmargin;
Continue to focus on strengtheningits Control functions (Risk Management, Compliance and Internal Audit) by
continuing theimplementation of good practicesin thisareaandimprovingthee ciencyande ectivenessofin-

ternal processes, so at to comply with regulatory requirementsin force;

Monitorandimplementinarigorousande ective manner allregulatory changes applicable tothe nancial sector
andthe Bank;

Furthercommittothede nitionand execution of training plans that reinforce the quali cation of ouremployees
and maintain the high levels of motivation of our teams.
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Proposed Appropriation of Profit

Key Indicators
epro taftertaxin2018 of AKZ 6,630,044 thousand will be appropriated as follows:

10%to Legal Reserves;
eremainder, toincrease Retained Earnings.

The Board of Directors

Natdowo [Pads {;Mﬂﬂi

g&%ﬁ =1 lemrecd=n,
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Financial Statements

Income Statementasat 31 December 2018 and 2017

Banco Comercialdo Huambo, S.A.

Income Statement
for the years ended 31December 2018 and 2017

(thousands of kwanzas)

Notes
3112.2018 31.12.2017

Interest and similarincome 4 4568162 2084188
Interest expense and similar charges 4 (843713) (279603)
Net InterestIncome 3724449 1804585
Dividend income 5 - -
Fee and commission income 5 4690634 2600644
Fee and commission expense 5 (273624) (158799)
Income from foreign currency transactions 6 1747 675 1636146
Other operating income (expense) 7 (235788) 99997
Net operating income 9653 346 5982573
Sta costs 8 (471978) (386 422)
Utilities and contracted services 9 (787 063) (560961)
Depreciations and amortizations for the year 17e18 (122 922) (90376)
Provisions netof write-0 s 23 - -
Impairment losses on loans, net of reversals and recoveries 15 (8082) (9466)
Profit before tax 8259526 4935348
Corporate income tax
Current 19 (1629482) (932 405)
Deferred 19 - 1734
PROFIT AFTER TAX FROM CONTINUING OPERATIONS 6630044 4004677
Profit (loss) from discountinued operations - -
Net profit for the year 6630044 4004677
Average number of issued ordinary shares 10000 000 10000 000

Basic earnings per share (in kwanzas) 25 663 400

Diluted earnings per share (in kwanzas) 25 663 400

The accompanying notes are na integral part of these nancial statements
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Financial Statements

Balance Sheetasat 31 December 2018 and 2017

Banco Comercialdo Huambo, S.A.

Balance Sheet
as at 31December 2018 and 2017

(thousands of kwanzas)

Notes 3112.2018 31.12.2017

Assets

Cash and deposits with central banks 10 7500150 3919267
Deposits with other banks 11 3848256 779821
Loansand advances to central and other banks 12 5976911 1382778
Financial assets at fair value through other comprehensive income 13 43 656 -
Available-for-sale nancial assets 13 - 43 656
Financial assets at amortised cost 14 17 917 402 -
Investments held to maturity 14 - 22171931
Loans and advances to customers 15 1316 865 112283
Non-current assets held for sale 16 6221 6221
Other tangible assets 17 824248 732213
Intangible assets 18 122 547 110616
Current tax assets 19 58243 -
Deferred tax assets 19 1253 1253
Other assets 20 181042 114975
Total Assets 37796794 29375014
Liabilities

Deposits from central and other banks - -
Customer accounts and other borrowing 21 14 448 356 15728826
Provisions 22 21917 21917
Current tax liabilities 19 1629482 883557
Deferred tax liabilities 19 - -
Other liabilities 23 4049893 1714201
Total Liabilities 20149648 18 348 501
Equity

Share Capital 24 10000 000 3000000
Other reserves and retained earnings 25 1017102 4021836
Netpro t 6630044 4004677
Total Equity 17 647 146 11026 513
Total Liabilities and Equity 37796794 29375014

e accompaning notes are anintegral part of these nancial statements
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Financial Statements

Statement of Comprehensive Income as at 31 December 2018 and 2017

Banco Comercialdo Huambo, S.A.

Statements of income and other comprehensiveincome
forthe years ended 31December 2018 and 2017

(thousands of kwanzas)

Notes 31.12.2018 3112.2017
Netpro tforthe year 6630044 4004677
Other comprehensive income - -
Rendimento integralindividual do exerc cio 6630044 4004677

e accompaning notes are an integral part of these nancial statements

Statement of changesinequity asat 31 December 2018 and 2017

Banco Comerclaldo Huambo, S.A.

Statements of changes in equity
forthe years ended 31December 2018 and 2017

(milhares de Kwanzas)

Other Reserves and Retained earnings

Effect of changes Other Reserves Total Other Net Profit
Notes  Share Capital . . . Total Equity
Legal Reserve inaccounting and Retained Reserves and (loss)
policies Earnings Retalned Earnings

Balance as at 1 January 2017 3000000 221122 1121 1139021 1361264 2660572 7021836
Constitution of legal reserve 25and 26 - 265196 - - 265196 (265196) -
Transfer to retained earnings 25and 26 - - - 2395376 2395376 (2395 376) -

E ectofchangeinaccounting policies 25and 26 - - - - -
Resultado | quido 25and 26 - - - - - 4004677 4004677
Balance as at 31 December 2017 3000000 486 318 1121 3534397 4021836 4004677 11026 513
E ectofchangeinaccounting policies- IFRS 9 - - (9411) - (9411) - (9411)
Balance as at 1 January 2018 3000000 486 318 (8290) 3534397 4012 425 4004677 11017102
Appropriationofnet pro t 25e26 - 400468 - 3604209 4004677 (4004 677) -
Increase of capital 25e26 7000000 - - (7000 000) (7000 000) - -

E ectofchangeinaccounting policies 25e26 - - - - - - -
NetPro t 25e26 - - - - - 6630044 6630044
Balance at 31 December 2018 10 000 000 886 786 (8290) 138606 1017102 6630044 17647146

e accompaning notes are an integral part of these nancial statements
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Financial Statements

Cash Flow Statementasat 31 December 2018 and 20

Banco Comercialdo Huambo, S.A.
Cash Flow Statement
for the years ended 31December 2018 e 2017 (pro forma)

(thousands of kwanzas)
Notes 3112.2018 3112.2017

Cash ows from operating activities
Interestand similarincome received 4591767 1727025
Interest expense and similar charges paid (854 565) (273036)
Fees and commissions received 4690634 2600644
Feesand commissions paid (273624) (158799)
Credit Recoveries - -
Cash paymentstosta and suppliers (1259 039) (947 384)

6895173 2948450
Changesin operating assets and liabilities
Deposits with and from Central Banks - -
Financial assets at fair value through pro torloss 1747675 1636146
Loans and advances to banks (4594132) (1382778)
Deposits from banks (36189) 15281
Loans and advances to customers (1213718) 103002
Customer deposits and other borrowings (1280142) 3953507
Other operating assets and liabilities 2431345 1588382
Net cash from operating activities before
corporate income tax 3950012 8861990
Corporate income tax paid (941 800) (968702)
Net cash from operating activities 3008212 7893288
Cash flows frominvesting activities
Acquisition of investments in subsidiaries and associates - -
Sale of investments in subsidiaries and associates - -
Dividend received - -
Purchase/sale of available for sale nancial assets - (87)
Sale of available for sale nancial assets - -
Investments held to maturity 3867995 (12177 539)
Sale of property, plant and equipment - -
Purchase/sale of property, plant and equipment (226 889) (191470)
Net cash from investing activities 3641106 (12369 096)
Cash from financing activities
Purchase of treasury shares - -
Charges related to capital increase - -
Issue of bonds and other debt securities - -
Reimbursement of bonds and other debt securities - -
Issue of subordinated debt - -
Reimbursement of subordinated debt - -
Dividends paid on ordinary shares - -
Net cash from nancing activities - -
Netincrease (decrease) in cash and cash equivalents 6649318 (4475 808)
Cash and cash equivalents at beginning of year 4699088 9174896
E ectsof changesin exchange rates on cash and cash equivalents
Netincrease (decrease) in cash and cash equivalents 6649318 (4475808)
Cash and cash equivalents at end of year 11348 406 4699 088
Cash and cash equivalents comprise:
Cash and deposits with central banks 10 7500150 3919921
Deposits with other banks 1 3848256 779167
Total 11348 406 4699088

e accompaning notes are an integral part of these nancial statements
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1 Introductory Note

e Banco Comercialdo Huambo (Commercial Bank of Huambo) was incorporated by a publicdeed on 17 June 2009,
hereinafterreferredtoas Bank or BCH .

BCHisaregionalbank,withheado ceinHuambo andits objectisbanking activity, supporting smalland medium-sized
companies, contributing strongly for the social and economic development ofthe region. e bank startedits commercial
activity on 16 July 2010.

BCH also supportsits customers through a consultancy service, from setting up acompany right through studies of -
nancialand economic feasibility. isisaninnovative serviceinthe Angolan nancial system, available at the branches
inHuambo and Luanda.

Concerning the ownership structure and as mentioned in Note 28, the Bankis owned by Angolan shareholders, further
details onwhich are provided in the same note.

2 Accounting Policies

2.1 Basis of presentation

Under the provisions of Notice n.” 6/2016 of June 22 of the BNA (National Bank of Angola), the Bank-s nancial state-
ments are prepared onagoing concern basis by using the Bank-s accounting books and records and in compliance with
the International Accounting Standards/ International Financial Reporting Standards (IAS/IFRS).  ese nancial sta-
tements refer to the Bank:s separate activity as at 31 December 2018 and were prepared in order to comply with the re-
quirements for the presentation of separate accountsde ned by the BNA.

e lAS /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.

e National Bank of Angola( BNA ) expressed aninterpretation that the requirements of IAS29  Financial Reporting
inHyperin ationary Economies (IAS 29 )arenotsatis edinorder forthe Angolaneconomy to be considered hyperin-
ationary for the yearended 31 December 2017 and 31 December 2018 and, consequently, the Board of Directors ruled
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notto apply the provisions of the standard toits nancial statements for the year then ended.
e nancial statements hereby presented refer to the year ended 31 December 2018.

eaccounting policies presented in this note were applied consistently wit those usedinthe nancial statements as of
31December2017,except for the changes arising from the adoption of IFRS9  Financial InstrumentsandIFRS15 Re-
venue from Contracts with Customers. IFRS 9 replaces|AS 39 Financialinstruments Recognitionand Measurement
and establishes new rules for the recognitionof nancialinstruments presentingsigni cantchanges with regard toim-
pairmentrequirements. e requirements of IFRS 9 are generally applied retrospectively through adjustment of the
opening balance to the date of initial application.

BCH chose not to restate comparative information for prior periodsin respect of changesin classi cationand measu-
rement (includingimpairment).Di erencesin the carryingamountsof nancialassetsand nancial liabilities resulting
from the adoption of IFRS 9 were recognised in Changesin Accounting Policies as of L January 2018, as describedin note
30.

e nancial statements are stated in thousands of Kwanzas, rounding to the nearest thousand and were prepared on
historical costbasis, except for the assets accounted for at fair value, namely nancialassets held for trading, at fair value
throughpro torlossand nancialassetsat fair value through other comprehensive income.

epreparationof nancial statementsinaccordance with IAS/IFRS requires the Bank to make judgments and estimates
anduseassumptionsthata ecttheapplication of the accounting policies and the stated amounts ofincome, expenses,
assetsand liabilities. Changesinsuchassumptionsordi erenceswhen compared to reality mayimpact the currentes-
timatesandjudgments. eareasinvolving ahigherlevel of judgment or complexity or areas where assumptions and
estimatesaresigni canttothe preparation ofthe nancial statements are analysedinNote 3.

e nancial statements for the year ended 31 December 2018 were approved at the annual meeting of the Board of Di-
rectors on 29 April 2019.

2.2 Foreign currency transactions
Assets and liabilities in foreign currency are recorded pursuant to the multi-currency system, thatis, in the respective

currency of denomination.

Foreign currency transactions are translated into Kwanzas (functional currency) at the rate ruling on the date of the tran-
saction.
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Monetary assets and liabilities in foreign currency are translated into Kwanzas (functional currency) at the period end
exchange rate. Exchange gains andlosses are taken to the income statement.

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

Recorded at historicalcost atthe rate ruling on the date of the transaction.
Recordedatfairvalue atthe exchange rate ruling at the date the fair value is determined with fair value changesinpro t
orloss,exceptfor nancialassets at fair value through other comprehensive income, which di erenceis reportedin

equity.

eBank:s nancial statements for the years ended 31 December 2018 and 2017 are expressedin Angolan kwanzas,
and the assets and liabilities denominated in other currencies are translated into the national currency on the basis of
the average indicative exchange rate published by the National Bank of Angola on those dates. At 31 December 2018 and
2017, the average exchange rates of the Angolan kwanza (AOA) against the U.S. dollar (USD) and the Euro (EUR) were
asfollows:

2017 2018
USD 165,924 308,607
EUR 185,400 353,015

2.3 Loans and advances to customers
Loans and advances to customersinclude loans and advances originated by the Bank, which are notintended to be sold
inthe short-term,and which are recognised on the date cashis advanced to the customer.

Loans and advancesto customers areinitially recorded at fair value and subsequently measured atamortised cost less
impairmentlosses. eassociated transaction costsare partofthee ectiveinterestrate ofthese nancialinstruments.
Interests recognised by usingthe e ectiveinterest method are recognised in netinterestincome.

Forthe calculationofthee ectiveinterestrate the future cash owsare estimated considering all the contractual terms
ofthe nancialinstrument. e calculationincludes feesand commissionswhichare anintegral partofthee ective tax
rate, such as opening fee, management fee, renewal fee, transaction costs and all discounts directly related to the tran-
saction.
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Loansand advances to customers areinitially recorded at fair value plus transaction costs and are subsequently measured
atamortised cost, by usingthe e ective interest rate method, and are presented in the balance sheetlessimpairment
losses.

Loans and advance to customers are derecognised from the balance sheet when (j) the Bank-s contractual rights to the
cash ows have expired (i) the Bank has transferred substantially all risks and rewards of ownership or (jii) aithough the
Bank has retained some but not substantially all risks and rewards of ownerships, the control over the assets hasbeen
transferred.

eclassi cationand measurementoftheBank:s nancialassetsunderIFRS 9 results from the combination between
the business model chosen for the management of these assets and the result from the tests carried out to assess
compliance with SPPI criterion.

Inthatsense, the businessmodelde ned for the BCH:s credit portfoliois Hold-to-Collect ( HTC )andaccordingly all
loans and advances to customers willbe classi edasHTC and measured atamortised cost, except forwhenthereis
non-compliance with the SPPI criteria,inwhich case they mustbe classi edinto Fair Value throughPro torLoss
( FVTPL).

Impairment

eBank:-spolicyistoregularly assesswhether thereis objective evidence ofimpairmentinitsloan portfolio.Identi edim-
pairmentlossesare recognisedin theincome statementandare subsequently reversed throughpro torlossiftheamount
oftheimpairmentlosses decreasesinasubsequent period.

Afterinitial recognition,acustomerloan oraloanportfolio,de nedasagroupofloanswithsimilar creditrisk characteristics,
isimpaired when there is objective evidence ofimpairmentas aresult of one or more events that has(have) animpacton
the recoverable amountofthe estimated futurecash owsoftheloanoroftheloan portfolio, that can be reliably estmated.
eloan portfoliois subject toimpairment tests onamonthly basis under the requirements of IFRS 9 - Financial Instruments.
isstandardestablishesthata nancialassetisimpairedwhenone or more events thathave anegativeimpactonthees-
timated futurecash owsofthe nancialassetsoccur.

Identi edimpairmentlossesare recognisedintheincome statementand are subsequently reversed throughpro torloss
iftheamount of theimpairmentlosses decreasesin asubsequent period.

IFRS 9 replaces theincurredloss model of IAS 39 with expected creditlossmodel  ECL, which considers expected losses
overthelifeofthe nancialinstruments. usinthedetermination of the expected creditlosses macroeconomic factorsare
takeninto account, changesinwhichimpact the expectedlosses.
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eBankcalculatesimpairmentof nancialinstruments, mainly with regard toloans and advances to customers onthe basis
of the expected creditloss model (ECL). Under the ECL model, assets subject toimpairment calculation mustbe classi ed
inone of the following stages, according to changesin creditrisk since initial recognition of the asset:

Stagel Includesassetsforwhichtherehadnotbeenasigni cantincrease of credit risk since initial recognition. For these
assets 12-monthexpected creditlossesare recognised, as from the reporting date;

Stage 2 Incasetherehasbeenasigni cantincreaseinrisksinceinitial recognition, theassetsareclassi edinstage 2.Inthis
stage, lifetime ECL are recognised for these assets.

Stage3 assetsthatareimpairedmustbeclassi edinthisstage, withlifetime ECL recognised. Inrelationtostage 2, thedi e-
renceisthatinterestrevenueis calculated onthe netcarryingamountwhereasinstage 2itis on the gross carryingamount.

Dependingontheclassi cationof operation-sstage, creditlosses are estimated according to the following criteria:

12-month expected creditlosses: expected loss that results from adefault event occurring within 12 months after the cal-
culationdate, applied for operationsinstage ;and,

Lifetime expected creditlosses: expectedloss thatresultsfromthedi erencebetween contractualcash owsandthecash
ows the entity expects to receive until the maturity of thecontract. ~ atis, the expectedlossisaresult of all possible default

events until maturity, applied to operationsinstage 2and 3.

IFRS9- Financiallnstruments doesnotde neaconceptofdefault,howeverthe Bank applies the criterion of more than
90dayspastdue.

eimpairment calculation of IFRS 9is complex and requires management decisions, estimates and assumptions, particularly
inthe following area:

Assessment ofthe existence of signi cantly increased credit risk since initial recognition.

Pursuant tolAS 39 there are two methods for the calculation ofimpairmentlosses: (i) individual assessment and (i) collective

assessment
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(i) Individual Assessment

eassessmentofanimpairedloan onanindividual basis is determined through case by case analysis of total credit
exposure. Foreachloan consideredindividually signi cant, the Bank assesses atbalance-sheetdate whether thereis
objective evidence ofimpairment.  ecriteriade nedbythe Bankastotheidenti cationofindividuallysigni cantcus-

tomers or economic groups were as follows

Segment Criterion

Customers/economic groups for which there are S
o . . 0.1% of the institution-s own funds
objective evidence o mpairment.

Customers/economic groups for which there are o
o . ) 0.5% of the institution-s owns funds
not objective evidence 0 mpairment

e overallamount of exposure of each customer/economic group does not take into account conversion factors for
0 -balance sheetexposures[CCF]

eamountofthelossiscalculatedasthedi erence betweenthe presentvalue of estimated cash ows,discounted at
theoriginale ectiveinterestrate of each contract and the carryingamount of eachloan, and losses are recognisedin
pro torloss. ecarryingamountoftheimpairedloansis presentedinthe balance sheetnetofimpairmentlosses.|fa
loanhasavariableinterestrate, the used discountrateistheannuale ectiveinterestrate, applicable for the yearinwhich
theimpairmentwas determined.
Evidencethata nancialassetis credit-impairedinclude observable dataabout the following events:
Signi cant nancialdi culty of theissuer or borrower;

Abreach of contract, suchas adefault or past-due event;

elenders for economic or contractual reasons relating to the borrower-s nancialdi culty granting the bor-
rower a concession thatwould not otherwise be considered;

It becoming probable that the borrower willenter bankruptcy or other nancial reorganization;

e disappearance of anactive market forthe nancialassetbecauseof nancialdi culties;or;

e purchase or originationofa nancialassetatadeepdiscountthatre ectsincurred creditlosses.
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(ii) Collective Assessment

Loans for which no objective evidence ofimpairment exists are grouped with other loans with similar credit risk cha-
racteristicsinorder to be collectively assessed forimpairment.  isanalysis allows the Bank to recognise losses which
inindividual assessmentwould only have beenidenti edinfuture periods.

Impairmentlosses based on the collective assessment are calculated through homogeneous groups ofloans that are
consideredindividually insigni cant;Impairmentlossesin collective terms are determined considering the following as-
pects:

Historical creditloss experience insimilar credit risk portfolio;

Knowledge of the current economic and creditenvironmentanditsin uence onthelevel of historicallosses;
and

Estimated period between the occurrence of thelossanditsidenti cation.

emethods and assumptions used to estimate future cash owsare regularly reviewed by the Bankin order to monitor
thedi erencesbetweenlossestimatesandactuallosses.

Segmentation of portfolio of loans for collective assessment

Pursuantto IFRS 9, theloansindividually considered are includedin segments with similar creditrisk, by takingintoac-
countthe Bank-s management modeland subject to collective assessment ofimpairment. In thatway, itisintended to
ensure that for the purposes of assessing these exposures and setting credit risk parameters, the same present similar
creditrisk characteristics.

Regarding segmentation of exposures for the purposes of calculating credit risk parameters, the Bank decided that the
same should be carried out on the basis of two vectors, which are, segmentation per type of customer and product (sub-
populations) and risk buckets. Customers/operations are classi ed ateach point time according to these two vectors,
which are the basis for subsequent estimation of credit risk parameters by segment.

Inordertode ne sub-populations withinthe credit risk parameters estimation, some characteristics of the credit ope-
rations, such as the type of customer and the type of product were considered to be relevant segmentation factors.
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Inorder to ensure the existence of a portfolio segmentation consistent with the regulatory requirements and with the
necessary statistical relevance for the determination of robust creditrisk parameters, the following segmentation was
determined:

Type of customer Segmentation

Overdrafts — Individuals
Consumer credit
Individual customers Home loans

Personal loans
Employee

Current accounts
Corporate customers Overdrafts - Corporate
Corporate loans
Guarantees givenand LCs

Collateral VValuation Process

Collateral valuationis ensured on aregular basis so that the Bank has up-to-date information on the value of these ins-
truments and, consequently, its capacity to mitigate credit risks.

Inthe context of the conditions for loan approval whenever the need to obtain aguarantee from the customerisde ned,
iftheidenti edtype of collateral or guaranteeimpliesacerti edvaluation,arequestfor collateral valuation should be
made to the Credit Division so that it can contact and initiate the process with the external valuation companies, with
which the Bank hasanagreement.

Regarding the process of periodic revaluation of collaterals, based on the requirements of Notice 10/2014, namely with
regard to the set criteria for new valuation of mortgage collaterals, it was stipulated that the Credit Division will be res-
ponsible for identifying collaterals that should be subject to revaluation andinitiate the respective process with external
appraisers.
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Withinthe scope of theimpairment model, the Bank de nedaset of guarantees that can back up the credit operations,
meanwhile, contracted.

Whenever relevant within the process of loan recovery andin order to determine the recoverable amount of theloan
through execution of existing guarantees or to supportacredit restructuring operation, the Credit Division or Legal De-
partment requests the revaluation of the guarantees associated with the operations under its management.

Reversal ofimpairment

eanalysis and subsequent determination of the amount of an existingimpairmentlossin prior years, may only result
inareversalifitis related to an event occurring after the impairment was recognised (ex.improvement of the client-s
credibility oradditional collateral). e amountof the reversal can notexceed the accumulatedimpairmentamounts pre-
viously recorded.

Written-o loans

ewriting-o ofloansis performedwhen there are no real perspective to recover theloans nancially,and for colla-
teralisedloans, when the funds from the execution of the collaterals have already been received through the use ofim-
pairmentlosseswhenthey correspond to 100% of the value of loans considered non-recoverable.

Modi cationofloansand advances to customers

Restructuring of aloanisany modi cation to theinitial termsofacustomerloandueto nancialdi cultiesof thebor-
rower, whichresultsinmodi cation of the rights and obligations of the parties.

e majority ofloans undergoing restructuringdue to nancialdi culties of the borrower is subject toaminimumcure
period of 12 months. In case of successive madi cations, the cure period restarts at the date of the last restructuring.

Ifanew nancialassetsisrecognisedasaresult of contractualmodi cationofa nancialasset, previously designated
as restructured, it will keep this designation and the cure period is also restarted after at the date of the last restructu-
ring.
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2.4 Financial Instruments

e nancialinstruments are presented, classi ed and measured pursuant to the principles establishedinlAS32  Fi-
nancial Instruments: presentationandIFRS9  Financialinstruments.

AccordingtoIFRS9- FinancialInstruments canbeclassi edintothree measurement categories (amortised cost, fair
value throughpro torlossand fair value through other comprehensiveincome).
eclassi cationoftheassetsdependsonthe contractualcash owsand the associated business model for their ma-

nagement.

Asto the characteristics of the contractual cash  ows, the criterionis to assess whether they represent solely payments
of principalandinterest.

As to the associated business model, the standardidenti es two models of relevance to the Bank:s activity:

Business model the objective of whichis achieved by holding the assetin order to collect contractual cash  ows (Hold-
to-Collect);and,

Business model the objective of whichis achieved by both collecting contractualcash ows and selling the asset. (Hold-
to-Collectand Sell).

Financial assets and liabilities are recognisedin the balance sheets at their trading or contractual date, unlessitis esta-
blishedin the contract orimposed by legal or regulatory regime that rights and obligationsinherent to the transacted va-
luesaretransferredatadi erentdate,inwhichcase thislatter date becomesthe relevantdate.

A nancialassetora nancialliability isinitially recognised at fair value plus transaction costs directly arising fromits ac-
quisition orissuance, except foritems designated at fair value trough pro torlossinwhich case the transaction costs
areimmediately recognised as expense in theincome statement.
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Financial assets are included for valuation purposesin one of the following categories:
Financial assets atamortised cost;

Financial assets at fair value through other comprehensive income;

Financial assets at fair value throughpro torloss.

eclassi cationinthe above categoriesis carried out by considering both of the following elements:

e characteristics of the contractualcash owsofthe nancialassets;and

e Bank:-sbusiness model for the management of the nancial assets.

Financial assets atamortised cost

eportfolioof nancialinstrumentsatamortised costcontains nancialassets which meetboth of the following con-
ditions:

eassetis heldwithinabusiness model whose objectiveis to hold the instrumentin order to collect contractual
cash ows;and

e contractualtermsofthe nancialassetgiveriseonspeci eddatestocash ows thatare solely payments
of principal andinterest on the principal amount outstanding.

eBank-sbusiness modelis based on the acquisition of treasury billsand government bonds with the objective to col-
lect the contractualcash ows,i.e., principalandinterest (and revaluationsin the case ofindexed instruments). In this
way, the Bank set the following limits for holding instruments under this category:

Sale of 10% of the portfolio value is sold during the period;

Existence of more than one monthly sale.

Annual Reportand Accounts 2018 45de119



BCH Banco Comercial do Huambo

Ifthelimitsde nedandapproved by the Bank are exceeded, according to the regulation, the entire portfolio should be
measured at fair value.

Income andexpense of nancialinstruments atamortised costare recognised according to the following criteria:

Interestisrecognisedinpro torloss,byusingthee ectiveinterestrate of the transaction on the gross carryingamount
of the transaction (except forimpaired assets in which the interest rate is applied on the carryingamount net ofimpair-
ment);

Other changesin value will be recognised asincome or expense whenthe nancialinstrumentis derecognised from the
balance sheetwhenitisreclassi edandinthe caseof nancialassets, whenthere areimpairmentlosses or recovery
gains.

Governmentbondsissuedin national currency indexed to the US dollar and those indexed to the Consumer Price Index
are subject to revaluation of the nominal value of the security according to the variation of the respectiveindexes.  us
the result of the referred revaluation of the security isre ectedin theincome statement of the yearinwhichit takes
place undertheitem foreignexchangeresults .

When thereis objective evidence that aninvestment atamortised costisimpaired, the potentialimpairmentloss cor-
respondstothedi erencebetweenthe carryingamountofthe nancialassetand the presentvalue of the estimated
futurecash ows (excludingthee ectoffuture events),discountedattheoriginale ectiveinterestrate, calculated at
initial recognition, and it must be recognised in the income statement.

Ifinasubsequent period, the amount of the impairmentloss decreases and the decrease can be related objectively to
aneventoccurring after the impairment was recognised, the allowanceis adjusted and the amount of the reversalis re-
cognisedintheincome statement.

Financial assets at fair value through other comprehensive income

e portfolioof nancialinstruments at fair value through other comprehensive income contains nancial assets that
meetboth of the following conditions:

eassetis held within abusiness modelwhose objective is both collecting contractual cash  ows and selling
nancial assets;and
e contractualtermsofthe nancialassetgiveriseonspeci eddatestocash owsthatare solely payments
of principaland interest on the principalamount outstanding.
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Incomeandexpenseof nancialinstruments at fair value through other comprehensive income are recognised according
to the following criteria:

Interest, or where applicable dividends are recognisedin pro torloss, for the interest on the same basis as for
Amortised Costassets;

Foreignexchangedi erencesarerecognisedinpro torloss,formonetary nancialassets,andinothercom-
prehensiveincome fornon-monetary nancialassets;

For debtinstruments, creditimpairmentlosses/reversals are recognised under the heading Resultsin nancial
assets at fair value through other comprehensiveincome or impairmentofother nancialassets intheincome
statement;

Other changesin value are recognisedin other comprehensive income.

All nancialassets not measured according to the criteriapreviously de nedasatamortised costor at fair value through
other comprehensiveincome, are measured at fair value throughpro torloss.

Financial assets mandatorily accounted for at fair value through pro torloss

eportfolioof nancialinstruments mandatorily accounted for at fair value through pro torloss containsallinstruments
forwhichatleast one of the following requirementsis met:

Assets originated or acquired with the purpose of selling in the short term;

Assets held asanintegral part of an asset portfolio, normally securities, for which there isarecent pattern of
short-term pro ttaking;

Derivative instruments that do not comply withthe de nitionofa nancial collateralagreementand have not
been designated asahedginginstrument.

Incomeandexpense of nancialinstrumentsat fair value throughpro torlossare recognised according to the following
criteria:

Changesinfair value are directly recognisedinpro torloss, separating between the partattributable to thein-
come from theinstrumentwhichis recognized asinterestor dividends according toits nature and the rest which
is recognised as results from nancial operationsin the corresponding heading;

Intereston debtinstrumentsis calculated by applying thee ectiveinterest method.

Asat 31 December2018and 2017,the Bankdoesnotholdany nancialassetat fair value throughpro torloss.
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Financial Liability

A nancialinstrumentisclassi edas nancialliability when thereis a contractual obligation to deliver cash oranother -
nancial asset, regardless ofits legal form.

Non-derivative nancialliabilitiesinclude deposits from banks and from customers, loans and debt securities.

ese nancialliabilities are initially recognised at fair value and subsequently atamortised cost. e associated tran-
saction costsare partofthee ectiveinterestrate. einterestrecognisedby e ectiveinterestmethodistakentonet

interestincome.

Gains andlosses arising from repurchase of other nancial liabilities are recognisedin theincome statementwhen they

Ooccur.

eBankclassi esits nancialliabilities, except guarantees and commitments, measured atamortised cost, on the basis
ofthee ectiveinterestmethod..

ldenti cationand measurementofimpairment

Inaddition to theimpairmentanalysis onloans and advances to customers, at each balance sheet date anassessment
ismade as to the existence of objective evidence ofimpairment forallother nancialassets thatare notrecorded at fair
value throughpro torloss.A nancialassetorgroupof nancialassetsisimpairedwhenever thereis objective evidence
ofimpairmentas aresult of one or more events occurring after its initial recognition that have animpact on the future
cash owsoftheassetthatcanbe reliably estimated.

Inaccordance with IFRS, the Bank regularly assesses whether thereis objective evidence thata nancialassetor group
of nancialassets shows signs ofimpairment.

A nancialassetorgroupof nancialassetsisimpaired whenever thereis objective evidence ofimpairmentasaresult
of one or more events occurring after itsinitial recognition, such as: (i) for shares and other equity instruments, a continuing
orsigni cantdeclineintheirmarket value belowacquisition cost, and (ii) for debt securities, when such event (or events)
has (have) animpacton the estimated value of the future cash owsofthe nancialasset,orgroupof nancialassets,
that can be reliably estimated.
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For nancialassetsatamortised cost,impairmentlossescorrespondtothedi erence between the carryingamount of
the assetand the present value of estimated future cash ows (considering the recovery period) discounted at the ori-
ginale ectiveinterestrate ofthe nancialassetandare recognisedintheincomestatement. eseassetsare presented
onthe balance-sheetnetofimpairment. If the asset has a variable interest rate, the discount rate for measuring any
impairmentlossisthecurrente ectiveinterestrate, determined on the basis of each contract. Regarding nancialassets
atamortised cost,ifina subsequent period the amount of the impairmentloss decreases and such decrease can be ob-
jectively related to an event occurring after theimpairmentloss was recognised, the previously recognised impairment
isreversedthroughpro torloss.

Ifthereisevidencethata nancialassetthroughother comprehensiveincomeisimpaired, the potential cumulative loss
recognisedinreserves, measuredasthedi erence between the acquisition costand the currentfair value, net ofany
impairmentlossonthe nancialasset previously recognisedin theincome statement, is taken to theincome statement.
Ifinasubsequent period the amount of the impairmentloss decreases, the previously recognised impairmentlossis
reversed throughpro torlossup tothe acquisition costiftheincreaseis objectively related to an event occurring after
theimpairmentloss was recognised, except for shares and other equity instruments for which gains are recognisedin

reserves.

Inthe portfolioof nancialinstruments,impairmentis calculated by attributing:

Probability of Default (PD) which derives from the credit rating of the issuer or the counterparty, respectively,
Loss Given Default(LGD) which results from market parameters.

O setingof nancialinstruments
eBankundertakestoo set nancialassetsand nancialliabilities, presentinganetamounton the balance sheet
when, and only when, the Bank has legally enforceable righttoseto theamountsandintends either to settle themon

anetbasis or torealise the assetand settle the liability simultaneously

Incomeandexpensesareo setonlywhenpermitted underIFRS, or for gains andlosses arising from agroup of similar
transactions.

Fair value measurement
Fair value is the price that would be received to sellan asset or paid to transfer aliability inan orderly transaction between

market participants at the measurement date or, inits absence the most advantageous market to which the bank has
accesstomake the transactionatthatdate. efairvalue ofaliabilityre ectsits non-performancerisk.

Annual Reportand Accounts 2018 49de119



BCH Banco Comercial do Huambo

When oneisavailable, the Bank measures the fair value of aninstrument using the quoted price inan active market for
thatinstrument. Amarketis regarded as active if transactions take place withsu  cient frequency and volume to provide
pricinginformation onanongoing basis.

Fair value is determined according to evidence of fair value on the market, namely:
Levell Fairvalueisdeterminedonthe basis of prices, quotedin active markets;
Level2 Fairvalueisdetermined onthe basis ofinputs observable in active markets;
Level3 Fairvalueisdetermined on the basis of data, unobservable in active markets.

2.5 Equity instruments

A nancialinstrumentisclassi edasan equity instrumentwhen thereis no contractual obligation to deliver cash or anot-
her nancialassettoanother entity, regardless of its legal form, evidencing a residual interest in the assets of an entity
after deducting all of its liabilities.

Transaction costs directly arising from the issuance of equity instruments are recognisedin equity as a deduction from
thevalue ofissuance. eamounts 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-s right to receive paymentis esta-
blished and deducted from equity.

2.6 Other tangible assets

Recognitionand measurement

etangible assetsare carried at costless accumulated depreciationandimpairmentlosses. e costincludesexpenses
arising from the acquisition of the assets.

Subsequent costs
Subsequent costs are recognised as a separate asset whenitis probable that the future economicbene tsassociated

withthe assetwill ow tothe Bank. Costs with maintenance and repair are recognised as cost as they are incurred ac-
cording to the accrual basis of accounting, under General Administrative Expenses

Annual Reportand Accounts 2018 50de119



BCH Banco Comercial do Huambo

Depreciation

Landis notdepreciated. Depreciationis calculated using the straight-line method over the useful life of the item of pro-
perty and equipment, which corresponds to the period that the assetis expected to be available for use, according to

the following expected usefullife periods:

Number of years
Property for own use 50
Works on leased property 10
Vehicles 3
Office equipment 10
Machinery and tools 6to7
Computers and similar equipment 3
Fixtures and fittings 10

Depreciation of the remaining assetsis recorded in costs for the year.

When thereisanindication thatan asset may beimpaired, IAS 36 Impairment of assets requires that its recoverable
amountis calculated and animpairmentloss should be recognised whenever the carryingamount of the asset exceeds
its recoverable amount. Impairmentlosses are recognised in the income statement.

e recoverable amountis determined as the higher ofan asset-s net selling price andits value in use, and the latter is
calculated onthe basis of the present value of future cash  ows expected to be derived from the ongoing use of the asset

or fromits disposal at the end of its useful life.
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2.7 Intangible assets
Software

Costsincurredinacquiring software from third parties are capitalised, as well as the additional expensesincurred by the
Banknecessary foritsimplementation.  ese costs are amortised onastraight-line basis over the estimated useful life,
whichisnormally 5 years.

Expenditure oninternally developed software, whichis expected to generate future economicbene tsbeyondone -
nancial year,is recognised and recorded as intangible assets.

Allother expenses related to computer services are recognised as costs whenincurred.
2.8 Non-current assets held for sale

Non-currentassets or disposal group (group of assets with associated liabilities, which include at least one non-current
asset)areclassi edasheldforsalewhenthereisanintention to dispose of the referred assets andliabilities and the as-
sets or group of assets are available forimmediate sale and the sale is highly probable.

eBankalsoclassi esasnon-currentassets held for sale allnon-currentassets or agroup of assets acquired exclu-
sively withaview to their subsequent disposal, which are available forimmediate sale and the sale is highly probable.
Inorder for anasset (or agroup of assets and liabilities) to be classi ed under this heading, the following requirements
mustbe met:

e saleis highly probable;
eassetisavailable available forimmediate sale;and,

It should be expected that the sale will take place up to 12 months after the asset-sclassi cationinunder this
heading. eassetsinthisitemare notamortised and are measured at the lower of carryingamount and fair value
lesscoststosell. efairvalue of these assetsis determined on the basis of expertassessments. If the carrying
amountis greater than the fair value less costs to sell,impairmentlosses are recognised under Impairment of
otherassets netof reversals and recoveries .
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Immediately before theinitialclassi cationasnon-currentassets held for sale, the measurementof allnon-currentas-
setsandallassetsandliabilities includedin adisposal groupis carried outinaccordance with applicable IFRS. After clas-
si cation, these assets or disposal groups are measured at the lower of carryingamount and fair value less costs to sell.

eBankalsoclassi esinnon-currentassets held for sale real estate property acquired through foreclosure, whichis
initially measured at the lower of its fair value less costs to selland the carrying amount of the outstanding loan on the
date of the judicial or non-judicial foreclosure.

e fairvalueisbased on the market value whichin turnis determined on the basis of the expected selling price estimated
through periodical evaluation carried out by the Bank.

Subsequently these assets are measured at the lower of their carrying value and the corresponding fair value less costs
to selland are not depreciated. In case of unrealised losses, these are recognised asimpairmentlossesin theincome
statement.

Anextension of the period duringwhich the sale is required to be completed does not exclude an asset from being clas-
si edasheldfor sale,if the delay is caused by events and circumstances beyond the control of the Bank and there is
su cientevidence that the Bank continues committed toits plan to sell the asset. Furthermore, under the current le-
gislation of the National Bank of Angola, BCH after 12 months from recognising theassetas Non-currentassetheld for
sale askstheBNA forapermission to continue recognitionunder thisitemand reportsonthee orts made towardsits
sale.Ifconsequently the BNA does not Grant permission, the BCH will transfer the assetfrom Non-currentassetsheld
forsale to OtherAssets atthe same carryingamount,continuingthee ortstowardsitssale.

2.9 Leases

eBankclassi esleasesasoperatingor nance according to their substance and not theirlegal form. Leasesinwhich
the risks and rewardsincidental to ownership of an asset are transferred to the lessee are classi edas nanceleases.
Allotherleasesareclassi edasoperating.
Finance leases:
Fromalessee perspective, nancelease contractsare recognised ontheircommencement date asanassetand liability at

the fair value of the leased property, whichis equivalent to the present value of the future lease instalments. Instalments
comprise aninterest charge and repayment of principal . Financial charges are recognised as costs over the lease term, in
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orderto give a constant periodic rate of interest on the outstanding balance of the liability for each period. Fromalessor
perspective,assetsheldundera nancelease are recognisedinthe balance sheetasloans granted to anamount equal to
the netinvestmentmadeinthe leased assets. Instalments comprise interestincome and repayments of principal.  ere-
cognition of theinterestre ectsaconstant periodic rate of return onthe outstanding netinvestment of thelessor.

Operating leases:

Payments made by the Bankin the light of operating lease contracts are charged to the income statementin the periods
towhich they relate

2.10 Corporate income tax

e Bankis subject to the tax regime set forth in the Industrial Tax Code in force in Angola.

e corporateincome tax for the yearis determined by applying a 30% rate on total pre-tax pro twhichisadjustedac-
cordingtospeci cadditionsand deductions containedinthe taxlegislationinforce.In scalterms, the Bankis considered
aGroup A taxpayer.

With the publication of Law 19/14 which came into force on 1January 2015, the corporation tax is subject to provisional
advance paymentby asingle instalment made in August and calculated by applying a rate of 2% on net operatingincome
forthe rstsixmonthsoftheprevious scalyear,excludingincome subject to capitalincome tax, regardless of the exis-

tence of taxableincomein the year.

Taxreturnsare subject to review and correction by the tax authorities for a period of 10 years, which may resultin possible
corrections to the taxable income for the years 2014 to0 2018.

e Bankis still subject to the payment of Urban Property Tax (UPT) ata 0.5% rate on the value of the properties destined
foritsnormal operation,asde nedinLaw No.18/110f April 21.

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

Presidential Legislative Decree No.5/11, of 30 December, introduced several legislative changes to the CIT Code, following
the Tax Reform currently under way.
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CapitalIncome Taxislevied onincome from nancialinvestments of the Bank, namely income frominterbankinves-

tments, liquidity-providing operations and interest on central bank securities.

egeneral rateis 10% but areduced rate of 5% (in the case ofincome from public debt securities with amaturity of three
years or more) or arate of 15% may be applied. Pursuant to paral(a) of article 47, the income subject to CIT willbe de-
ducted from the taxable corporateincome.

Notwithstanding the foregoing, with regard toincome derived from public debt securities, according to the last unders-
tanding of the Tax Authority addressed to ABANC (letter with reference number 196/DGC/AGT/2016 of 17 May 2016),
onlyincome from securitiesissued on or after 1 January 2012 is subject to this tax.

We also notice that according to the position of the Tax Authority, the revaluation of the public debt securitiesissuedin
national currency butindexed to foreign currency, andissued since 1January 2012, should be subject to corporate income
tax until the National Bank of Angolaisin a position to deduct at source the CIT.

Deferred taxes

Deferred taxes are calculated according to the comprehensive balance sheet method, ontemporary di erencesbetween
the carryingamount of the assets and liabilities and their tax base, using the rates that have been enacted or substan-
tively enacted by the balance sheet date and that are expected to apply whenthe temporary di erencesare reversed.

Deferred tax liabilities are recognised for all taxable temporary di erences, except for: goodwill, not deductible for tax
purposes;di erences resulting from the initial recognition of assets and liabilities thatdonota ectneither the accounting
northetaxablepro tanddi erencesrelatedtoinvestmentsin subsidiaries to the extent that they are not likely to reverse
inthe future.

Deferred tax assets are recognised when itis probable that future taxable pro twill be available against which the de-
ductible temporary di erences canbe utilised (including unused tax losses).

AsprovidedforinlAS12 Income taxes, paragraph 74, the Bankcano setdeferred assets and liabilities whenever: (i)
ithas the legal right to settle current tax assets and current tax liabilities; and (i) the deferred tax assets and liabilities
relate toincome taxes levied by the same taxing authority on either the same taxable entity ordi erent taxable entities
intend to settle current tax liabilities and assets on anet basis or realise the assets and settle the liabilities at the same
time, ineach future periodinwhichsigni cantamounts of deferred tax liabilities or assets are expected to be settled or
recovered
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2.11 Employee benefits

De ned contribution plans

Forde ned contribution plans, the liabilities related to the bene tattributable to the Bank’s employees are recognised
asanexpense for the year when due. Prepaid contributions are recognised as an asset if arefund or reduction of future
paymentsisavailable.

Short-termemployee bene ts

Short-termemployee bene tsare recorded asacostonce the associated service has been provided. Aliability is recog-
nised for the amount expected to be paidif the Bank has a presentlegal or constructive obligation to pay thisamountas
aresult ofaservice renderedin the past by the employee and such liability can be estimated reliably.

2.12 Provisions

Provisions are recognised 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, (i) itis probable thatits set-
tlementwillbe requiredin the future, and (iii) a reliable estimate of the obligation can be made.

Provisions are measured, pursuant to the principlesde nedinlAS 37,atthe most likely amount, ata probability-weighted
expected value, and taking into account the risks and uncertaintiesinherent to the process.

Ifthee ectofdiscountingis material, provisions correspond to the net present value of the expected future payments,
discounted at a rate which takes into account the risk associated with the obligation.

Provisions are reviewed at each balance sheet date and adjustedtore ectthe currentbestestimate, and are reversed
inpro torlossinproportiontotheout ow of resourceswhichare nolonger probable.

Provisions are derecognised when they are used to settle the obligations for which wereinitially set up orin cases where
the obligations extinguish.

2.13 Recognition of interestincome and expense
Interestincome andinterestexpenseforall nancialinstruments (assets and liabilities) measured atamortised costare

recognised under the heading Interestincome andsimilarinterest or Interestexpense and similarcharges (netin-
terestincome),usingthee ective interestmethod. Interest calculatedatthee ectiveinterestrateon nancialassets
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atfair value through other comprehensive incomeis also recognisedin netinterestincome asisintereston nancialas-
setsand liabilities at fair value throughpro torloss.

ee ectiveinterestrateisthe rate that discounts estimated future payments cash payments or receipts through the
expectedlife of the nancialinstrument (or whenappropriate, ashorter period) to the net carryingamountofthe nancial
assetorliability.

Whencalculatingthee ectiveinterestrate, the Bank estimates future cash ows considering all the contractual terms
ofthe nancialinstrument (for example, prepayment options) but does not consider future creditlosses. e calculation
includes allthe commissions paid or received that are anintegral partofthee ectiveinterest rate, transaction costsand
alltransaction-related premiums and discounts.

Regarding nancialassetsoragroupsofsimilar nancialassets forwhichimpairmentlosses have been recognised, the
interest recordedin theincome statement is determined on the basis of the interest rate that was used in the measu-
rement of theimpairmentloss.

2.14 Recognition of dividends

Dividends (income on equity instruments) are recognised in the income statementwhen the shareholder-srighttore-
ceive paymentis established. Dividends are presentedin net trading income, netincome fromother nancialinstruments
atfairvalue throughpro torlossorotherincome,dependingontheclassi cationofthe underlyinginstrument.

2.15 Recognition of fee and commission income
Feesand commissions are recognised according to the following criteria:
whenfeesand commissions are earned over the period during which the services are provided, they are recog-
nisedin theincome statementin the period to which they refer;
when fees and commissions result from a single provision of services, their recognition takes place upon com-

pletion of the referred service.

Whenfeesand commissionsare anintegral partofthee ectiveinterestrate ofa nancialinstrument,incomeis recog-
nisedin netinterestincome.

2.16 Net tradingincome

Net tradingincomeinclude gainsandlosseson nancialassetsand nancialliabilities at fair value throughpro torloss,
namely trading portfolios.
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2.17 Cash and cash equivalents

Intermsofcash ow statement, cash and cash equivalents comprise balances withamaturity ofless than three months
from the balance sheet date, including deposits with other credit institutions.

Cashand cash equivalents exclude the obligatory deposits with Central Banks.
2.18 Financial guarantees and Loan Commitments

Financial guarantees are contracts which oblige the Bank to make speci ¢ paymentsinorder to reimburse the holder for
alossincurredasaresultofadebtor’s failure to comply with apayment. Commitmentsare rmcommitmentswiththe
aimof providing credit under predetermined conditions.

Liabilites arising from nancial guarantees or commitments to provide aloan atabelow-marketinterestrate areinitially
recognised at fair value, which initial fair value is later amortised over the usefullife of the guarantee or commitment.
Subsequently, the liability is recognised at the higher of the amortised value and the present value of any expected pay-
menttosettle.

2.19 Earnings per share

Basic earnings per shareis calculated by dividing the net pro tby the weighted average number of ordinary shares outs-
tanding, excluding the average number of treasury shares.

For diluted earnings per share, the average number of shares outstandingisadjustedtore ectthee ectofallpotential
ordinary shares treated as dilutive. Contingent or potentialissues are treated as dilutive when their conversioninto shares
decreases earnings per share.

Ifearnings per share change asaresult of a share issuance atapremium or adiscount or any other event that may alter
the potential number of ordinary shares or changesin accounting policies, the calculation of earnings per share for allthe
presented periodsis adjusted retrospectively.

3 Keyestimates and judgements used in the preparation of the financial statements
elAS/IFRS setaseries of accounting treatments and require the Board of Directors to make the necessary judgments

and estimates as to decide which accounting treatmentis mostappropriate. e mainaccounting estimates and judg-
ments used by the Bankinapplying the accounting policies are presented in this Note, and aim toimprove the unders-
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tanding of how their applicationa ectsthe Bank:sreported results and their disclosure. Abroader description of the
main accounting policies used by the Bankis presentedinNote 2 tothe nancial statements.

Considering thatin many situations there are alternatives to the accounting treatment adopted by the Board, the results
reported by the Bank couldbedi erenthadadi erenttreatmentbeenchosen. eBoard of Directors considers that
the choices made are appropriate and thatthe nancial statements present fairly and appropriately the Bank’s nancial
positionand the results of its operationsin all material respects.

3.1Impairmentlosses onloans and advances to customers

e Bank carries outaperiodic review of its loan portfolio in order to assess the existence ofimpairmentlosses, as re-
ferredtoin the accounting policy describedin Note 2.

e assessment process applied to the loan portfolio to determine whether animpairmentloss should be recognised
is subject to various estimates and judgments. e probability of default, risk ratings, collateral value associated with
each transaction, recovery rates and estimation of both the amount and timing of future cash  ows are consideredin this

assessment.

Alternative methodsandtheuseofdi erentassumptionsand estimates could resultindi erentamounts ofimpairment
losses being recognised thusa ecting the Bank:s results for the year.

3.2 Corporate Income Tax

Certaininterpretations and estimates are required in determining the overallamount of taxonpro ts. ereareseveral
transactions and calculations for which the determination of taxes payable is uncertain during the normal business cy-
cle.

Di erentinterpretations and estimates could resultindi erentamounts of corporateincome tax, currentand deferred,
than those recognisedinthe nancial statements for the year.

e Tax Authorities can review the calculation of the taxable income made by the Bank duringaperiod of 10 years.  e-
refore, itis possible that corrections to the taxable income take place mainly resulting fromdi erencesintheinterpretation
of taxlegislation butgiven thatitis rather unlikely, the Board of Directors considers that they willnothave materiale ect
ontheamountsrecognisedinthe nancial statements.
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4 NetlInterestincome

eamountofthisitemis comprised of the following:

3112.2018 3112.2017
Fromassets/ 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  throughpro t and available-for-  throughpro t
assets orloss sale assets orloss
Interest and similar income

Interest from loans and advances to customers 151784 - 151784 60624 - 60624
Interests from deposits with and loans and advances to banks 9927 - 9927 2686 - 2686
Interest from nancial assets at amortised cost 4406451 - 4406 451 2020878 - 2020878
Interest from derivatives held for risk management purposes - - - -
Otherinterest and similarincome - - - -
4568162 - 4568162 2084188 - 2084188

Interest expense and similar charges
Interest on customer deposits and deposits from Central banks 843713 - 843713 279603 - 279603
Interest on debt securities - - - -
Interest on subordinated debt - - - -
Interest on derivatives held for risk management purposes - - - -
843713 - 843713 279603 - 279603

Net Interest income 3724449 - 3724449 1804585 - 1804 585

eamountinLoansandadvances to customersaccounts forinterest onloansand advances granted tocustomers.

eheading investmentsatamortisedcost referstointereston publicdebtsecurities,namely GovernmentBondsand Trea-

sury Bills.

Income from public debt securities, such as Government Bonds and Treasury Billsissued by the Angolan State are subject to
CIT andare deducted from the taxableincomeamount.

eheading depositsfrombanksand customeraccounts referstomainlyinterest paid to customersonthe fundsdeposited
withthe Bank.

esigni cantincreaseintheamountof thisitemis due mainly tointerestgenerated by governmentbonds during 2018.
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5 Netfeeand commissionincome

e breakdown of thisitemis as follows:

3 BCH Banco Comercial do Huambo

(thousands of kwanzas)

31.12.2018 31.12.2017
Fee and commissionincome
Banking Services rendered 4690634 2600644
4690634 2600644
Fee and commission expense
Commissions charged to customers 273624 158 799
4417 010 2441845
(thousands of kwanzas)
31.12.2018 31.12.2017
Fee and commissionincome
Commisions for sale of banknotes 102 729 -
Commissions on Bank transfers 2486 737 1068197
Commissions on Loan Approval 1424677 1129308
Money Transfers Moneygram 15205 126 696
Granting of guarantees and collaterral 505 461 180548
Comissions for credit facility arrangement 7129 3017
Commissions for standard services (cards, clearing) 19721 12749
Other commissions 128975 80129
4690634 2600644
Fee and commission expense
Costs ofimporting banknotes 17480 12 815
Fees for automated clearing 26 659 19 337
Charges for other services provided by third-parties 229485 126 647
273624 158799
4 417010 2441845

esigni cantvariationinthisitem relates to commissions charged to customers for money transfers (mainly abroad).
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isitemis comprised of the following:
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(thousands of kwanzas)
31.12.2018 31.12.2017
Income from foreign currency transactions
Foreign Currency Operations 1123941 1733514
Foreign Currency Revaluation 623734 (97 368)
1747 675 1636 146

eheading ForeignCurrency Transactions translates the results from purchase and sale of foreign currency,according to

theaccounting policyinNote 2.2.

eheading CurrencyRevaluation includes netgain(loss)arising from the revaluation of monetary assets and liabilities
denominatedin foreign currency inaccordance with the accounting policy describedinNote 2.2.

7 Otherincome(expense)

isitemis broken down as follows:

(thousands of kwanzas)

31.12.2018 31.12.2017

Other operating income (expense)

Provisionofdi erent services - -

Fines applied by other regulatory entities ( 661) (1818)

Direct and indirect taxes (449 611) (51114)

Other operating expenses (14 282) (12 058)

Other operating income 228766 164 987
(235788) 99 997
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8 Staffcosts

e totalamountin thisitemis made up of the following :

(thousands of kwanzas)
31.12.2018 31.12.2017

Members of management and supervisory boards

Remunerations 123220 106 842

Holliday allowances and Bene ts for Christmas 25460 17404

Other allowances 36 392 31351

Other remunerations and costs 3597 29652
Employees

Remunerations 192 940 154 386

Holliday allowances and Christmas allowances 29686 16 912

Other allowances 14 829 9893
Other sta costs

Social security costs 21226 17334

Insurance against accidents at work 24627 2647

471978 386 422

Asat 31December2018and 2017, theheading Other Allowances includes various allowances granted to the employees
suchaschildbene t, representation allowance, housingbene tandallowance for errors.

Salary costsand otherbene tsattributed to the members of the management and supervisory bodies for the years
2018 and 2017 refer in their total to remunerations and other short-termbene ts.

Remunerations of the members of the management and supervisory bodies are as follows:

(thousands of kwanzas)

31.12.2018 3112.2017
Board of Audit Board of Audit
Total Total
Directors Committee Directors Committee
Remunerations and short-termbene ts 13967 930 14 897 11576 500 12076
Variable remunerations - - - - - -
Total 13967 930 14 897 11576 500 12076
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enumber of Banks: employees, considering permanentemployees and those under xed-term contracts, presents
the following breakdown by professional category:

31.12.2018 31.12,2017
Average for End of the Average for End of the
theyear year the year year

Administration 3 3 3 3
Management
Head of Department 1 1 1 1
Administrative area 27 27 27 27
Commercial area 25 27 25 25

57 59 57 57

9 Utilities and contracted services

isitemis comprised of the following :

(thousands of kwanzas)

31.12.2018 31.12.2017

Consulting 370 054 253 542
Leasing and rentals 170 682 130 082
Security, conservation and repair 115 343 78 113
Communications 43 923 31549
Materials 67 947 44 041
Transports, travel and accommodation 6 991 5462
Water, energy and fuel 3520 4 379
Insurances 1482 12 083
Publications, advertising and publicity 1970 1710
Donations -
Other utilities 5150

787 062 560 961

eheading Consulting,auditingand other specialised technical services includesaudits of the annualaccounts, scal
consulting and provision of IT services.

eheading leasingandrentals includes costs related to buildings rented by BCH.
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10 Cashanddeposits with Central Banks

e totalamount of thisitemis as follows :

(thousands of kwanzas)

31.12.2018 31.12.2017
Cash

Banknotes in agencies 1101811 231161
Banknotes in ATM 109 110 83566
1210921 314727

Deposits with central Banks
National Bank of Angola 6289228 3604539
6289228 3604539
7500150 3919 267

eheading Depositswith CentralBanks includes deposits of amandatory nature at the National Bank of Angola, who-
se purposeis to satisfy the legal requirements regarding the constitution of minimum/liquid requirements. ey arenon-
interestbearing. at 31 December 2018 and 2017, here belowis a breakdown of the deposits with the Central bank of An-

gola:

31.12.2018 31.12.2017
usbD EUR AOA usD EUR AOA

Requiredreservs
Kwanzas 1875799 2914 488
American dollars 797198 246 021 - 250000 46 350
Euros 250000 88253 804 698 - 133519
797198 250000 2210073 3094 357
Freereserves 4079 155 510182
6289228 3604539

ebalancein Depositswith CentralBanks comprises non-interestbearing currentaccountsin national and foreign
currencies, whichpurposeistoful Ithe requirements of minimum reserves setby the BNA aswellas other liabilities.

On4June 2010, Regulationn”3/2010 of BNA came into force, and determined that the mandatory reserves mustbe
madeintwo currencies AKZfor the accountsin AKZ which comprise the reserve base and USD for the accountsin fo-

reign currency which comprise the reserve base.
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In2016, the BNAissued Instruction n” 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%. e coef-

cientof mandatory reservesinforeign currency is 15% for customer deposit balances and 100% for Local & Central Go-
vernment depositbalances, as well as for Town Halls.

Inaddition, InstructionNo.04/2016 of May 13de nesthat the reserve base, excluding Central Government, Local Go-
vernmentand Municipal Administration accounts is 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 nancing

agreements signed with the Ministry of Finance, according to the weightsde nedin the referred Instruction.

11 Deposits with other banks

ebalance oftheitem Deposits with otherbanks isbrokendown per type as follows:

(thousands of wanzas)

31.12.2018 31.12.2017
)
Cash and deposits with other banks abroad 3819867 757591
Pending operations and settlement 28389 22230
38481256 779 821

Asat 31 December 2018 and 2017, theitem Deposits with otherbanksabroad includes the accountbalancesatthe
respective banks and those amounts are part of the management of the Bank:s current operations without there being
any associated remuneration.
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12 Loans and advances to central banks and other banks

isitem, asat 31 December 2018 and 2017 is analysed as follows:

(thousands of kwanzas)

31.12.2018 31.12.2017
Loans and advances to banks
abroad
Short-termloans and advances 5968048 1382778
Operations with resale agreement - -
Borrowings - -
Interest receivable 8863 -

~ 597691 ~— 1382778

Impairment losses - -

5976 911 1382778

eseloans and advances were constituted as collateral for the issuance of documentary credits at the correspondent
banks,andthesigni cantincreasein this balance was due to theincreasein letters of creditin progressin 2018, amounting
to Akz 2,434,390 thousand (Note 26).

e grading of Loans and advances to central banks and other banks by maturity as at 31 December 2018 and 2017 isas

follows:

(thousands of kwanzas)

31.12.2018 31.12.2017

Up to 3 months - -
From 3 months to one year 5976 911 1382778
From1lyear to 5 years - -
Over 5 years - -
Unlimited - -

5976 911 1382778

13 Financial assets at fair value through other comprehensive income
Asat 31 December 2018 and 2017 thisitemis as follows:

(thousands of kwanzas)

Fair valuereserve

Cost Impairment Carrying

03 Positive Negative losses amount
Shares 43 656 - - - 43656
Balance as at 31 December 2017 43 656 - - - 43 656
Shares 43 656 - - - 43 656
Balance as at 31 December 2018 43656 - - - 43 656
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Asat 31 December 2018 and 2017, thisitem only includes the interestin the entity EMIS - Empresanterbanc£riade Ser-
vi 0s,S.AR.L. (interbank service company),withheado ceinLuanda, whichis valued atacquisition costsince the Bank
holdsless than 10% of the capital.

EMIS was incorporated in Angolawith the purpose to manage the electronic means of payment and complementary

services.

Inaddition, as of this reporting date the accounts for 2018 of this company were not yet available.

During the years 0f 2017,2016, 2015 and 2014 this entity did not distribute dividends.

elastavailable nancialinformation on thiscompany s as follows (amountsin thousands of AKZ):

Financial Statements

31.12.2017 3112.2016
A liate Head O ce Activit Share Capital Pro tfor th
Y s Net Assets Equity Pro tfor the Net Assets Equity ro rthe
year year
EMIS - Empresa Bankin
Interbanckria de Luanda 9 4059714 6868261 4133633 584945 5805745 364476 (912 344)

i Services
Servi os, Lda

Inaccordance with the accounting policy describedin Note 2.4, the Bank regularly assesses whether thereis objective
evidence ofimpairmentinits portfolio of assets at fair value through other comprehensive income following the judgment
criteriadescribedinNote 29 As at 31 December 2018 and 2017, there was no evidence ofimpairment of the Bank’s sha-
reholdingin EMIS.

eanalysisofthe nancialassets at fair value through other comprehensive income, net ofimpairmentlosses, per
levels of valorisation, as at 31 December 2018 and 2017, is presented as follows:

(thousands of kwanzas)

Level1 Level 2 Level 3 At cost Total
Shares 43 656 - - 43 656 43 656
Balance as at 31 December 2018 43 656 - - 43 656 43 656
Shares 43 656 - - 43 656 43 656
Balance as at 31 December 2017 43 656 - - 43 656 43 656
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Pursuantto the provisions of IFRS 13, the nancialinstruments are measured according to the valorisation levels des-
cribedinNote 29.

14 Financial assets at amortised cost

isitemasat 31December 2018 and 2017isanalysed as follows:

(thousands of kwanzas)

31.12.2018 31.12.2017
Bonds and other xedincome securities
From public issuers
Treasury Bills 13926 312 19089 253
Government Bonds in national currency 3632879 2883008
Government Bonds in foreign currency 371394 199670
Impairment
Government Bonds in national currency (8584) -
Government Bonds in foreign currency (4599) -
17 917 402 22171931

efairvalue of the portfolioof nancialassetsatamortised costis presentedin Note 29, under the disclosure require-
mentsde nedinlFRS13.

e grading ofinvestments atamortised cost as per maturity, is as follows:

(thousands of kwanzas)
Fromthree
Less than three Fromoneto five
months to one Over fiveyears Total
months years
year

From public issuers
Treasury Bills 13926 312 13926 312
Government Bonds in national currency 3624295 3624295
Government Bonds in national foreign currency 366 795 366 795
Balance as at 31 December 2018 13 926 312 3624295 366 795 - 17 917 402

From public issuers
Treasury Bills 5906 182 13183071 - - 19 089 253
Government Bonds in national currency 1398569 1484439 - - 2883008
Government Bonds in national foreign currency - - 199 670 - 199 670
Balance as at 31 December 2017 7304 751 14 667 510 199 670 - 22171931
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15 Loans andadvances to customers

Asat31December 2018 and 2017 thisitem has the following structure:

(thousands of kwanzas)
31.12.2018 31.12.2017

Internal Loans

To companies
Loans - 50195
Short-termloans 1268404 9000
Overdrafts 78 192
1268 482 59 387

To individuals

Loans 46 107 52 405
Overdrafts 8 5
Other - -
Other loans and advances - -
46 115 52 410
1314 597 111797

Past-dueloans
Up to 3 months 761 2166
From 3 months to 1 year 2957 2114
From1to 3 vears 92 48
Over 3 years - -
3810 4328
1318 407 116 125
Accumulated impairment losses (1542) (3842)
1316 865 112 283

Asat 31 December 2018 and 2017, the composition of the loan portfolio by residual maturity termsis as follows:

(thousands of kwanzas)
31.12.2018 31.12.2017
Up to 3 months - 312
From three months to one year 1276 083 54 850
Fromoneto veyears 16 457 38367
Over veyears 25867 18268
Undetermined - 4328
1318 407 116 125
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eBankclassi espast-dueinstalments of principal orinterest on the due date as past-dueloans.

e movements occurredinimpairmentlosses showninassetsasacorrection of theloanamounts were as follows:

(thousands of kwanzas)
31.12.2018 31.12.2017
Opening balance 3842 7735
Additions 11293 12697
Write-backs (3211) (3231)
Utilazation (10382) (13 359)
Closing balance 1542 3842
Distribution of past-due customerloans by type of rate is as follows:
(thousands of kwanzas)
31.12.2018 31.12.2017
Fixed rate 1279150 14672
Floating rate 35447 97125
1314597 111797

Asat 31 December 2018 and 2017, totalloans andimpairment per segmentand per typeis as follows:

(thousands of kwanzas)

Exposure 2018 Impairment 2018
Performing  Non-performing Total Performing Non-performing
Total exposure
loans loans impairment loans loans
Segment
Companies 1268648 1268 482 166 72 72 -
Current accounts 1268404 1268404 - 72 72 -
Overdrafts 244 78 166 - - -
Loans - - - - - -
Individuals 49759 46 115 3644 1470 1256 214
Overdrafts 3537 8 3529 - - -
Loans 8416 8302 114 372 158 214
Empployee 37806 37805 1 1098 1098 -
Other - - - - - -
Total 1318 407 1314597 3810 1542 1328 214
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(thousands of kwanzas)

Exposure 2017

Impairment 2017

Performing  Non-performing Total Performing Non-performing
Total exposure
loans loans Impalrment loans loans

Segment
Companies 61323 59387 1936 788 690 98
Current Acounts 9000 9000 - 381 381 -
Overdrafts 2128 192 1936 107 9 98
Loans 50195 50195 300 300 -
Individuals 54802 52 410 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 11797 4328 3842 1671 2171

eBank-sloan portfoliois dividedin three stages, as of 31 December 2018, in the following way:

(milhares de Kwanzas)

Exposic8o em 31-12-2018

Imparidade 31-12-2018

Segmento Stagel Stage?2 Stage3 Total Stagel Stage?2 Stage3 Total

Empresas 1268 404 244 - 1268648 72 - - 72
Contas Correntes 1268 404 - - 1268 404 72 - - 72
Descobertos - 244 - 244 - - - -
Empr@stimos - - - - - - - -
Particulares 46 107 3652 - 49759 1470 - - 1470
Descobertos - 3537 - 3537 - - - -
Empr@stimos 8302 114 - 8416 372 - - 372
Colaborador 37805 1 - 37806 1098 - - 1098
QOutros - - - - - - - -
Total 1314511 3896 - 1318 407 1542 - - 1542

Asat 31 December 2018, totalloans andimpairment per year of lending to Companiesis the following :

(thousands of kwanzas)

2015 and prevlous years 2016 2017 2018 Total
Segment Number of Number of Number of Number of Number of
Amount  Impailmment Amount  Impalnment Amount  Impalment Amount  Impalment Amount Impalmment
operations operations operatlons operatlons operations
Companies
Accounts - - - - - - - - - 3 1268404 - 3 1268404 -
Overdrafts 12 186 - 3 23 - 1 5 - 18 6 - 34 220 -
Loans - - - - - - - - - - - 71 - - 7
Individuals
Overdrafts 203 751 - 153 409 - 888 2313 - 1303 87 - 2637 3560 -
Loans 8 8939 104 1 621 - - - - 4 8935 268 13 18 495 372
Employee 7 12 842 932 - - - 4 9650 10 4 5236 157 15 27728 1099
Total 320 22718 1036 157 1053 - 893 11968 10 1332 1282668 496 2702 1318407 1542
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Asat 31 December 2017, totalloanandimpairment per year oflending to Individualsis the following:

(thousands of kwanzas)

2014 and previous years | 2015 | 2016 | 2017 | Total
Segment Number of Number of Number of Number of Number of
Amount  Impalrment Amount  Impalrment Amount  Impalrment Amount  Impalrment Amount Impalrment
operatlons operations operations operations operations
Companles
Accounts - - - - - - - - - 2 9000 381 2 9000 381
Overdrafts 9 35 18 3 52 14 3 1 - 2 2040 75 17 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 14860 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 629 875 116 125 3842

16 Non-current assets held for sale

isitemis comprised of.

(thousand of kwanzas)
31.12.2018 31.12.2017
Non-current assets held for sale
Property 6221 6221
Accumulated Impairment Losses - -
6221 6221

Movementsin thisitem for the years ended 31 December 2018 and 2017 are hereby presented:

(thousands of kwanzas)

31.12.2018 31.12.2017
Opening balance 6221 6221
Additions - -
Other movements - -
Closing balance 6221 6221

isamount refers to the transfer of property in lieu of payment.
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O

17 Other fixed assets

isitemat 31 December 2018 and 2017 is presented as follows:

(thousands of kwanzas)
31.12.2018 31.12.2017
Property
For ownuse 206 819 206 819
Works on property 425086 413262
631905 620 081
Equipment
O ce 80076 74 802
Banking 44932 47101
Security 10456 7175
Vehicles 2722 2722
Basic 1544 1544
Computer 735 735
Other 44 316 1764
184 781 135843
Workinprogress
Other 229131 115314
229131 115 314
Gross Tangible Assets 1045 817 871238
Accumulated depreciation 221569 139 025
Impairment - -
824248 732213
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Movementsin Other Fixed Assets for the yearsended 31 December 2018 and 2017 are presented below:

(thousands of kwanzas)

Balance as at Aquisitions/ Disposals/ Balance as at
Transfers
31.12.2017 Additions Write-offs 31.12.2018
Property
For ownuse 206 819 - - - 206 819
Works on property 413 262 11824 425086
620 082 11824 - - 631905
Equipment
O ce 74802 5275 - - 80077
Banking 47101 - (2169) - 44932
Security 7175 3281 - - 10456
Vehicles 2722 - - - 2722
Basic 1544 - - - 1544
Computer 735 - - - 735
Other 1764 42 552 - - 44 316
135843 51107 (2169) - 184781
Workinprogress
Other 115314 113 817 - - 229131
115 314 113 817 - - 229131
871238 176 748 (2169) - 1045817
Accumulated depreciation
Property
For ownuse (25539) (4136) - - (29 675)
Works on property (55632) (51326) (106 958)
(81171) (55 462) - - (136 633)
Equipment
O ce (31608) (9914) - - (41522)
Banking (19 754) (5351) - - (25105)
Security (3273) (1198) - - (441)
Vehicles (2395) (99) - - (2494)
Basic (198) - - - (198)
Computer - (316) - (316)
Other (626) (10205) - (10831)
(57854) (27083) - - (84937)
Workinprogress
Other - - - - -
(139 025) (82545) - - (221570)
732213 94204 (2169) - 824248
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O

(thousands of kwanzas)

Opening balance Aquisitions/ Disposals/ - " Closing balance
ransfers
01.01.2017 Additions Write-offs 31.12.2017
Property
For ownuse 617423 - 410604 - 206 819
Works on property 50499 362763 - - 413262
667923 362763 410604 - 620082
Equipment
O ce 55439 19 363 - - 74 802
Banking 34 805 12 296 - - 47101
Security 7018 157 - - 7175
Vehicles 2352 370 - - 2722
Basic 1544 - - - 1544
Computer 1830 - 1095 - 735
Other 99 1665 - - 1764
103 087 33851 1095 - 135 843
Workinprogress
Other 38164 77150 - 115314
38164 77150 - - 115 314
809173 473764 411699 - 871238
Accumulated depreclation
Property
For ownuse (21512) (3242) 785 - (25539)
Works on property - (55632) - - (55632)
(21512) (58874) 785 - (81171)
Equipment
O ce (26 616) (4992) - - (31608)
Banking (14542) (5212) - - (19754)
Security (1917) (1356) - - (3273)
Vehicles (2358) (37) - - (2395)
Basic (198) - - - (1198)
Computer - (533) (533) - -
Other (296) (330) - - (626)
(45927) (12 460) (533) - (57854)
(67 439) (71334) 252 - (139 025)
741734 402 430 411951 - 732213
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18 Intangible assets

isitemasat31December 2018 and 2017 is as follows:

(thousands of kwanzas)

31.12.2018 31.12.2017
Software 153 271 153 271
Studies, projects and consultancy 96 029 -
Other 133026 81915
Accumulated amortisations (259 778) (124 570)
122548 110616

MovementsinIntangible Assets for the years ended 31 December 2018 and 2017 are as shown below:

(thousands of kwanzas)

Balance as at Aquisitions/ Disposals/ Transfers and other Balanceas at
01.01.2018 Additlons Write-offs settlements 31.12.2018
Intangible assets 330015 52 310 - - 382325
Software 153270 - - 153270
Studies, projects and consultancy 94829 1200 - - 96 029
Outros 81916 51110 - - 133026
Accumulated amortisation (219 399) (40379) - - (259 778)
Software (106 352) (9 640) - (115992)
Studies, projects and consultancy (94 829) (277) - - (95106)
Outros (18 218) (30463) - (48681)
Net balance 110 616 11931 - - 122547
(thousands of kwanzas)
Balanceas at Aquisitions/ Disposals/ Transfers and other Balanceas at
01.01.2017 Additlons Write-offs settlements 31.12.2017

Intangible assets 119 218 140338 (24 370) - 235186
Software 111087 65641 (23 458) - 153270
Other 8131 74697 (912) - 81916
Accumulated amortisation (119 218) (19 042) 13690 - (124 570)
Software (108101) (11162) 12911 - (106 352)
Other (11117) (7880) 779 - (18218)

Net balance - 121296 (10 680) - 110 616

19 Taxes

Income tax (current or deferred)is recognisedinpro torloss,excepttothe extentthatit relates to transactions recog-

nisedin other equity items. In this case the corresponding tax is also recognised in equity, withouta ecting the result of
theyear.

Annual Reportand Accounts 2018 77del19



BCH Banco Comercial do Huambo

ecurrenttax estimate for the years ended 2018 and 2017 was calculated pursuant to paragraphs 1 and 2 of article 64,
of Lawno.19/14, of October 22, with applicable tax rate of 30%.

Tax returns are subject to review and correction by the taxation authorities for aperiod of tenyears, duetodi erences
intheinterpretation of tax legislation, which may resultin possible corrections to the taxable income for the years 2014
and 2018.

However, itis notlikely that any correction relating to these years willoccur and, if it occurs, nosigni cantimpactis ex-
pectedonthe nancial statements.

etaxlossesforagivenyear,as provided forin paralofarticle 48 of the Industrial Tax Code, can be deducted from the
taxable pro tsofthe three subsequentyears.

eitem Current Taxincludes taxes payable or recoverable through tax credits from previous years.
Deferred taxis measured at the tax rates that are expected to be applied to temporary di erenceswhenthey reverse,
using rates enacted or substantively enacted at the reportingdate.  usforthe yearended 2018 and 2017, deferred tax

was calculated, ingeneral, onthe basis of a 30%rate.

e deferred tax assets recognised in the balance sheetat 31 December 2018 and 2017 can be analysed as follows:

(thousands of kwanzas)
Assets Liabilities Net
31.12,2018 31.12.2017 31.12.2018 3112.2017 3112.2018 3112.2017

Impairment ofloans to customers - - - - - _

E ective rate comissions loans 76 76 - - 76 76
E ective rate for securities - - - - - -
Other xedassets 1177 1177 - - 1177 1177
Deferred tax asset (liabilities) 1253 1253 - - 1253 1253

e Bank assessed the recoverability of its deferred taxes on the balance sheet based on the expectation of future ta-
xablepro t.
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e movementsin the deferred tax items on the balance sheetwere recognised as follows:

(thousands of kwanzas)

31.12.2018 3112.2017
Opening balance 1253 ( 481)
Recognisedinpro torloss - 1734
Closing balance(Asset/(Liability) 1253 1253

e reconciliation of the corporate income tax rate to the amount recognisedin the income statement, can be analysed
in the following manner:

(thousands of kwanzas)

31.12.2018 31.12.2017
% Valor % Valor
Profit before tax 8259526 4935 348
Taxrate 30% 30%
Income tax calculated based on the tax rate (2 477 858) (1480604)
Fiscal bene ts onincome from public debt securities - Art 47" 10,23% 844 800 12,28% 606 185
Investment Income Tax -0,60% (49 781) -1,13% (55548)
Other 0,65% 53357 -0,01% (704)
Tax for the year -19,73% (1629 482) -18,86% (930671)

Notwithstanding the foregoing, with regards toincome derived from public debt securities, according to the last unders-
tanding of the Tax Authority addressed to ABANC (letter with reference number 196/DGC/AGT/2016 of 17 May 2016),
onlyincome from securitiesissued on or after 1 January 2012 is 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
issuedin national currency butindexed to foreign currency, andissued since 1 January 2012, should be subject to corporate
income tax until the National Bank of Angolaisin a position to deduct at source the CIT.

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) was introduced forincome derived from public debt
securities(Government Bonds and Treasury Bills) issued by the Angolan State.
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Nevertheless,inaccordance with the provisions of article 47 of the Industrial Tax Code (Law no.19/14 of October 22),in
force since 1January 2015, in determining the taxable amount, income subject to CIT willbe deducted up to the amount
ofthenetpro t.

erefore, in determining taxable income for the years ended 31 December 2018 and 2017, suchincome was deducted
from the taxable pro t.

Likewise, the expense arising from CIT paymentisnot scally accepted for the determination of the taxableincome, as
providedin paral(a) of article 18 of the Industrial Tax Code.

Notwithstanding the foregoing, with regard toincome derived from public debt securities, according to the last unders-
tanding of the Tax Authority addressed to ABANC (letter with reference number 196/DGC/AGT/2016 of 17 May 2016),
onlyincome from securitiesissued on or after 1 January 2012 is 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
issuedin national currency butindexed to foreign currency, andissued since 1 January 2012, should be subject to corporate
income tax until the National Bank of Angolaisin a position to deduct at source the CIT.

20 Otherassets

eitem OtherAssets asat31December2018and2017isanalysedas follows:

(thousands of kwanzas)

31.12.2018 31.12.2017

Art collections - -
Salary advances 2977 1650
Prepayments 42 755 61316
Sundry debtors 62 353 41823
O ce Material 8442 8176
Other advance payments 64514 2009

181042 114 975
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21 Deposits from customers and other borrowings

ebalance of Deposits from customers and other borrowings ,interms of their nature, comprises the following :

(thousands of kwanzas)
31.12.2018 31.12.2017

Demand deposits
In national currency 7566 586 8290742
Inforeign currency 2109 832 1059 081
9676 418 9349823

Time deposits

In national currency 4714520 6 321257
Inforeign currency 57418 57746
4771938 6379003

14 448 356 15728 826

e grading of Deposits from customers and other borrowings per maturity asat 31 December 2018 and 2017, is as follows:

(thousands of kwanzas)
31.12.2018 31.12.2017

Sight deposits 9676 418 9349823
Time deposits

Up to 3 months 2131814 5519 065

From 3 months to 1 year 2640124 859938

4771938 6379 003

14 448 356 15728 826

Asat 31 December 2018 and 2017, time depositsinlocaland foreign currency bear interest at an annual average rates of
6%and 3.25% (2017.11.92% and 8.95%), respectively. Demand depositsinlocal and foreign currency were not remune-
rated during the years of 2017 and 2016.

22 Provisions

emain provisions are detailed below:

(thousands of kwanzas)
31.12.2018 31.12.2017
Provisions
Liabilites of tax nature 21917 21917
21917 21917
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In 2016, the Bank made a provision for contingent liabilities to cover tax contingencies classi edasprobable. e Bank
did not change the value of this provision, as there is no evidence to suggest thatitisincreased, reduced or annulled.

23 Otherliabilities

isitemis comprised of the following:

(thousands of kwanzas)

31.12.2018 31.12.2017
Tax charges payable - own 10616 3690
Suppliers 33354 60 211
Sta Costs 46 880 32590
Tax charges payable - retained from third parties 30285 20003
Other creditors 3924218 1593705
Social Security contribution 4540 4002
Total 4049 893 1714201

eaccount Othercreditors refers to the following balances:

(thousands of kwanzas)

31.12.2018 31.12.2017
Letters of credit 3765554 1552 609
Commissions on letters of credit 142 363 -
Other 16 301 41096
Total 3924218 1593705

ebalance Lettersofcredit concernsdeposits thatare delivered as collateral on 31 December 2018 and 2018, not yet
settled onthose dates.
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24 Share capital, Share premium and Treasury shares
Ordinary shares

e Commercial Bank of Huambo was incorporated in 2009 with share capital of AKZ 300 million. In 2011 the Bankin-
creased its share capital to AKZ 1 billionand in 2012 there was a paid-up increase of capital to AKZ 1.5 billion, divided into
1,500,000 shares, issued at par, with anominal value of AKZ 1,000 each. Andin 2014, the Bank increasedits share capital
t0 AKZ 2,265,249,000, fully subscribed and paid up.

Despite the capitalincrease carried out, as at 31 December 2014 the Bank did not yet ful |the minimum regulatory re-
quirement for share capital and equity of 2.5 billion Kwanzas,imposed by BNA through Notice No. 14/2013 of November
15th.On 31 March 2016, the bank asked for BNA:s authorization to increase capital throughincorporation of reserves
during 2016 for which BNA granted authorization by imposing as deadline for the operation September 2016. In July 2016
the BCHrecordedinits nancial statements the increase of capital by 734,751 thousand Kwanzas.

On8May 2018, the BCH:s shareholders decided to approve the Bank-sannual report and accounts for 2017, further de-
ciding in order to comply with the minimum capital requirementde nedinnotice 2/2018, of 21 February ,issued by the

National Bank of Angola Banco Nacional de Angola, toincrease the capital of 7 billion kwanza by incorporation of reserves.

Asat 31 December 2018, after the increase of capital,andin 2017 the share distribution among the Bank:s shareholders

isas follows:
31.12.2018 31.12.2017
Nominal Nominal
N°Shares Total 9% Capital N°Shares Total 9% Capital
Value Value
Natalino Lavrador 1000 5150 5150 000 51.5% 1000 1545 1545000 51.5%
Minoru Dondo 1000 2000 2 000000 20% 1000 600 600000 20%
Ant nio Mosquito 1000 2000 2 000 000 20% 1000 600 600000 20%
Sebasti®o Lavrador 1000 550 550000 55% 1000 165 165 000 55%
Carlos Oliveira 1000 300 300000 3% 1000 90 90000 3%
5000 10000 10000000 100 % 5000 3000 3000000 100 %
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Earnings and dividends per share
In2018 and 2017, the earnings per share and the dividend attributed in each year, with respect to the previous year's
pro t,wereasfollows:

(thousands of kwanzas)

31.12.2018 31.12.2017
Net Profit for the year 6 630 044 4004677
Weighted average number of ordinary shares issues (thousands) 10 000 000 10 000 000
Average number of shares outstanding (thousands) 10 000 000 10 000 000
Basic earnings per share (Inkwanzas) 663 400

25 Otherreservesand retained earnings

Movementsin equity items, during the years ended 31 December 2018 and 2017, are hereby described:

(thousands of kwanzas)
Other Reserves and Retained Earnings
Net profit
Share Capital Effect of changes Other reserves Total other p
Legal Reserve inaccounting andretained reserves and (loss)
policies earnings retained earnings

Opening balance 1 January 2017 3000000 221122 1121 1139021 1361264 2660572
Constitution of legal reserve - 265196 - - 265196 (265196)
Transfer to retained earnings - - - 2395376 2395376 (2395 376)

E ectofchanges inaccounting policies - - - -
Netpro t - - - - - 4004677
Closing balance 31 December 2017 3000000 486 318 1121 3534397 4021836 4004677
E ectofchanges inaccounting policies - IFRS 9 (9411) (9411) -
Opening balance 1 January 2018 3000000 486 318 (8290) 3534397 4012 425 4004 677
Distributionofpro t - 400468 - 3604209 4004677 (4004 677)
Increase of capital 7000000 - - (7000 000) (7000 000) -
E ect ofchanges inaccounting policies - - - - - -
Netpro t - - - - - 6630044
Closing balance 31 December 2018 10 000 000 886 786 (8290) 138606 1017 102 6 630 044

e applicable Angolan legislation requires that the Legal Reserve is credited annually with atleast 10% of the annual net
pro t,uptotheamountofthe share capital.

enetpro tfrom2017was applied towards the building up of the legal reserves, in accordance with the commercial
law and the remaining amountwas transferred to retained earnings.
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26 Off-balance sheetaccounts

O -balance sheetliabilities and respective balances are as detailed in the table below:

(thousands of kwanzas)

31.12.2018 31.12.2017
Documentary credits 2833890 399500
Guarantees and collaterals received 140 000 2094580
Committments to third parties - Revocable credit lines 4750476 327002
Custody of customers securities 79706 19907

e documentary credits are irrevocable commitments made by the Bank on behalf of its customers, to pay / arrange
to pay adetermined amount to the supplier of goods or services, within astipulated period, against the presentation of
documents referring to the dispatch of the goods or provision of the service.  eirrevocable conditionis thatits cancel-
lation or alteration is not possible without the express consent of all partiesinvolved. e documentary creditsasat 31
December 2018 and 2017 are guaranteed by time deposits.

Revocable andirrevocable commitments are contractual arrangements for the provision of credit to customers (for
example, unused lines of credit), which are generally contracted on xed terms or with other term requirements and
usually require the payment of acommission. Substantially all existing credit granting commitments require customers
to maintain certain requirements metwhen contracting the credit.

Notwithstanding the particular nature of these commitments, the assessment of these transactionsis based on the
same basic principles as any other commercial transaction, namely the solvency of the customer and the business un-
derlyingit,and the Bank requires that these transactions are duly collateralised when necessary. Since most of them
are expected to expire without being used, the amountsindicated do not necessarily represent future cash require-

ments.
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Financialinstruments accounted for as Guarantees and other commitments are subject to the same approval and control
procedures applied to the loan portfolio, especially in regard to the assessment of the adequacy of the created provisions
asdescribedin the accounting policy described in Note 2.17, the maximum credit exposure is represented by nominal
value that could be lost on contingent liabilities and other commitments assumed by the Bankin the event of default by
the respective counterparties, without takinginto account potential loan or collateral recovery.

e Bank provides custody, asset management,investment management and advisory services involving decision-
making as to the purchase and sale of various types of nancialinstruments. For certain services provided, targets and
pro tability levels are established for assets under management.

27 Related party transactions
According to IAS 24, entities related to the Bank are considered tobe :

Holders of qualifying participations- Shareholders who own 10% or more of the share capital;

Entitieswhich are directly orindirectly controlled or are members of the samegroup  subsidiaries, associates
andjointly controlled entities;

Members of the Board of Directors and the Audit Committee and their spouses, descendantsor rstandse-
cond-degree relativesin the direct descending or ascending line, considered ultimate bene ciary ownersofthe
transactions or the assets.
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O

ebalances of BCHwithits related parties are detailedin the table below:

2018
(thousands of kwanzas)
Related Party Demand deposits  Time deposits Interests Loans
Shareholders 266 661007 22500000 6842 -
Members of the Board of Directors 25681268 15 000 000 403 -
Entities where Shareholders have signi cantin uence 63938031 90 000 000 8450 -

Entities where members of the Board of Directorsa have signi cantin - - - -
356 280 306 127 500 000 15 695 -

2017
(thousands of kwanzas)
Related Party Demand deposits  Time deposits Loans
Shareholders 368866 043 205000000 -
Members of the Board of Directors 69 551096 50000 000 -
Entities where Shareholders have signi cantin uence 393326118 650 000 000 -

Entities where members of the Board of Directorsa have signi cantin - - -
831743 257 905 000 000 -

Belowisalist of the bank:-srelated parties:

Shareholders, Member of the Board of Directors and Next to Kin
Natalino Lavrador

Sebasti®o Lavrador

Valdomiro Minoru Dondo

Carlos Saturnino

Salim Valimamade

Cristiana Lavrador

Agda Dondo

Eduarda Nassandjuka M‘bakassy
Paulo S@rgio Lavrador

Djavana Saturnino Oliveira
Fauzia Valimamade

Ana Maria Lavrador

Companies, related parties
Amosmid Lda

Ant nio Mosquito

Auto Zuid

Bacatral, sociedade de transp. LDA
Bobs Comdrcio geral Lda

Consorcio Mayaca/Sol Mayor
Esplanada Grill Lda

Exacta Engenharia LDA
M-bakassy & Filhos

Parige Lda

Sol Maior Emp. Part. Lda
Taiping Lda
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28 Fair value of financial assets and liabilities

Fair value is based on quoted market prices, whenever these are available. If these do not exist, fair value is estimated
throughinternalmodelsbasedoncash owdiscounting techniques.Generationofcash owfromdi erentinstruments
isbased onthe respective nancial characteristics,and the discount rates used incorporate both the marketinterest
rate curve and the currentlevels of risk of the respective issuer.

Fairvalue ofthe nancialassets and liabilities held by the Bank at 31 December 2018 and 2017 is presented as follows:

31.12.2018
Valued at falr value
Amortised cost Fair Value
Level1l Level 2 Level 3
Assets
Cash and balances at central banks 7500150 - - 7500150
Deposits with other banks 3848256 - - 3848256
Loans and advances to Central Banks and other banks 5976911 - - 5976911
Financial assets at fair value through other comprehensive income 43656 43656 - 43656
Financial assets at amortised cost 17 917 402 - - 17 663 469
Loans and advances to customers 1316 865 - - 1316 865
Total assets 36 603240 43656 - 36349 307
Liabilities
Deposits from central and other banks - - - -
Customer deposits and other borrowing 14 448 356 - - 14 448 356
Total Liabilities 14 448 356 - - 14 448 356
31.12.2017
Valued at falr value
Amortised cost Justo Valor
Level1l Level 2
Assets
Cash and balances at central banks 3919267 - - 3919267
Deposits with other banks 779821 - - 779821
Loans and advances to Central Banks and other banks 1382778 - - 1382778
Financial assets at fair value through other comprehensive income 43 656 43656 - 43656
Financial assets at amortised cost 22171931 - - 22171931
Loans and advances to customers 112283 - - 112283
Total Assets 28409736 43656 - 28409736
Liabilities
Deposits from central and other banks - - - -
Customer deposits and other borrowing 15728826 - - 15728826
Total do Passivo 15728826 - - 15728826
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e Bankuses the following three-level hierarchyin the valuation of nancialinstruments (assets or liabilities) which re-
ectsthelevel of judgment, observable inputs and their prioritization in determining the fair value of the instrument, in
accordance with the provisions of IFRS 13:

Levell: Fair value is determined on the basis of unadjusted quoted pricesin active markets foridentical nancialinstru-
ments to those that are being valued. If there is more than one active market for the same nancialinstrument, the re-
levant priceis the one that prevailsin the principal market for the instrument or prices in the mostadvantageous market
that canbeaccessed;

Level 2: Fair value is determined through valuation techniques based on inputs observable in active markets, either di-
rectly(prices, rates, spreads, etc.) or indirectly (derivatives) and valuation assumptions similar to those that an unrelated
party would use inmeasuring the fair value of the same nancialinstrument. It alsoincludesinstruments which valuation
is obtained through quoted prices disclosed by independent entities but whose markets have lower liquidity; and,

Level 3: Fair value is determined on the basis of data, unobservable inactive markets, using techniques and assumptions
that market participants would use when pricing the same instruments, including assumptions about the inherent risks,
the valuation technique used and the inputs used and the involved procedures for reviewing the precision of the values
thus obtained.

e Bank considers that the marketforagiven nancialinstrumentis active, at the measurementdate, dependingon
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:

Existence of frequent daily trading price quotesin the last year;

e above mentioned price quotes change regularly;

ere are executable quotes from more than one entity.
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Aninputusedinavaluation technique is considered to be observable if the following conditions are met:

Ifits valueis determined inanactive market;

If thereisan OTC marketanditis reasonable to assume that active market conditions exist, with the exception
of the trading volume condition; and,

e value of theinput can be obtained by theinverse calculation of the prices of the nancialinstrumentsand/
orderivatives where the other necessary inputs for the initial valuation are observable in aliquid market orinan
OTC market that comply with the previous paragraphs.

e mainmethods and assumptions usedin estimating the fair value of the nancial assets and liabilities accounted for
inthe balance sheetatamortised costare hereby analysed:

Cashandbalances at Central Banks, Deposits with other banks and Loans and advances to Central Banks and other
banks.

eseare extremely short-termassets and therefore their carryingamountiaareasonable estimate of their fair value.
Investments atamortised cost

efairvalue of these nancialinstrumentsisbased on quoted market prices, when available. If they do not exist, the
fair value is estimated based on the discounted expected future cash  ows of principal and interest from these instru-
ments.
For the purposes of this disclosure, itwas assumed that Treasury Bills have short-term residual maturities and that Go-

vernment Bondsin foreign currency bear interest ratesin line with comparable legal market rates, and therefore their
carryingamount represents substantially the fair value of these assets.
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Loans and advances to customers

e fair value ofloans and advances to customersis estimated based on the discounted expected future cash ows of
principal andinterest, assuming that the instalments are paid on the dates xedinthe agreements.

e bankunderstands that given the fact that the Bank:sloan portfoliois comprised mainly of loans notexceeding one
year,currentratesdidnotdi ersigni cantly from the ratesinitially contracted, thus the carryingamount willnot be subs-
tantially di erent from their fair value.

For the purposes of this disclosure, itwas assumed that loan agreements with variable interest rate present regular ad-
justments to the interest rate and no relevant 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 central banks and other banks

As these are short-termliabilities, the book value is areasonable estimate of their fair value.

Customer deposits and other borrowings

Fair value of these nancialinstrumentsis estimated based on the discounted expected future cash ows of principal
andinterest. ediscountrate usedistheonethatre ectstherateschargedondepositswithsimilar characteristics at
the balance sheetdate. Considering that, for the vast majority of the customer deposits and other borrowings portfolio
held by the Bank, the applicable interest rates are renewed for periods of less than one year, there are no materialdi e-
rencesin their fair value.

29 Risk management

eBankissubjecttodi erenttypesofrisksinthe course ofits operations. Risk managementis centralised in relation
tothespeci crisksofeachbusiness.

eriskmanagementpolicyaimstode nethepro leforeachriskidenti edasmaterialfor the Bank,aiming to protect
the Bank’s solidity, as well as to establish guidelines for the implementation of a risk management system that allows
theidenti cation, evaluation, monitoring, control and reporting of all material risksinherentin the Bank’s activity.

Inthis context, majorimportanceis attributed to the monitoring and control of the principal nancial risks - credit, market
and liquidity -andnon- nancial risks- operational - to which the Bank’s activity is exposed:
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Principal Risk Categories

Credit Re ectsthelikelihood of negativeimpacts on results or capital due to the inability of a counterparty to meetits
contractual obligations to the institution, including possible restrictions on the transfer of payments from abroad.

Market econceptofmarketriskre ectsthe likelihood of negativeimpacts on results or capital due to adverse mo-
vementsininterestand foreign currency exchange ratesand/or pricesof thedi erent nancialinstruments thatcom-
priseit,considering both the correlations between them and the respective volatilities.  us, the Market Risk encom-
passesinterest and foreign currency exchange rate risks and other price-related risks.

Liquidity isriskre ectsthelikelihood of negative impacts on results or capital arising from the institution’s inability
tohavesu cientliquid resources available tomeetits nancial obligationsas they falldue.

Operational Operational risk means the probability of negative impacts on results or capital arising from failuresin the
analysis, processing or settlement of operations; internal and external fraud; the use of resources under asubcontracting
regime;ine cientdecision-making processes;insu cientorinadequate human resources; or the inoperability of the
infrastructures.

Risk assessment
Creditrisk

eRiskManagementO ceisresponsibletode neandmonitor the creditlinesand exposure limits applied to Custo-
mers and/or Economic Groups, by taking into account the maximum regulatory exposure limits; the internal risk limits
de nedbytheBank accordingtothepro leandriskappetite, aswellas the risk analysis carried out;and theidenti cation
of global exposure limitsand speci climits by type of product or operation.

Creditrisk analysis models play a key role in the credit decision process. In order to identify if a Customer is eligible for a
creditline, andifit falls within the overall credit exposure limitsde ned by the Bank, the Risk ManagementO ceissues
anopiniononthe risk quality of the Customer and evaluates the Bank’s global exposure and the possibility that the use
of the creditline may cause non-compliance withde nedinternallimits 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 a key rolein the credit decision process.  us, the decision-making process for credit allocation
isbased onasetof policies and parameters that are embodiedininternal models.
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Bank:sexposure to credit risk is shownin the following table:
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(thousands of kwanzas)

31.12.2018
Gross carrying Net carrying
amount Impairment amount
Cash and balances at central banks 7500150 - 7500150
Deposits with other banks 3848256 - 3848256
Investments held to maturity 17930585 (13183) 17 917 402
Loans and advances to customers 1318 407 (1542) 1316 865
30597398 (14 725) 30582673
(milhares de kwanzas)
31.12.2017
Gross carrying Net carrying
amount Impairment amount
Cash and balances at central banks 3919267 - 3919267
Deposits with other banks 779 821 - 779 821
Investments held to maturity 22171931 - 22171931
Loans and advances to customers 116 125 (3842) 112 283
26987144 (3842) 26 983302

Marketrisk

eRiskManagementO ceis responsible for the control of the market risks to which the Bankis exposed, and must
ensure the functions ofidenti cation,quanti cation, monitoring, evaluation, control, reporting and mitigation of these
risks.

Foreign exchange risk managementisbasedontheidenti cation of theimpactthatchangesin the exchange ratesre-
levant to the Bank may have on the value of the exposures and their respective cashin owsandout ows.

Inorder toidentify theimpact that movementsin exchange rates may have onthese cash owsandin thisway estimate
the possibility of nanciallosses, the Bank periodically prepares an analysis of possible scenarios and simulations of
movementsin exchange rates, arising fromaninternal analysis and expectations that the Bank has about their evolu-
tion.

With regard to exchange risk information and analysis, regular reporting on net foreign currency exposuresis ensured
onamonthly basisin accordance with Notice No.4/2016.

Annual Reportand Accounts 2018 93del19



BCH Banco Comercial do Huambo

e control of theinterestrate riskis ensured by the Risk ManagementO ce. istypeofriskoccursinthe Bank'sac-
tivity whenever itentersinto transactionswith nancialcash owssensitive tochangesintheinterestrate. ereisthe-
refore arealinterest rate risk, arising from changesin market interest rates, associated with mismatchesin the timings
of assetsand liabilities: interest rate repricing, decreasing their expected pro tability (netinterestincome) orincreasing
their nancial cost.

e Bank’s exposure tointerest rate risk is monitored on the basis of the analysis of the level of compliance with the
limits and maximum tolerable limits set for exposure to this risk. In this risk aspect, assessmentis made as towhatis the
impact of shocks applied tointerest rates on total exposure.

equanti cationoftheinterestrate riskis based on the calculation of the total exposure tointerest rate risk, i.e. the total
amount of assets and liabilities sensitive to changesininterest rates.

e table below shows sensitivity analysis on foreigh exchange risk, where the impacts on the bank-s results are calcu-
lated at a positive and negative change of 5%, 10% and 20%in the exchane rates:

(thousands of kwanzas)

Currency CHF EUR GBR JPY NAD USD ZAR Effect

Total currency on 31.12.2018 148 906 6!8541460.33(-) 246.89 711596 160 80 5/205673.24 2!3701034.71

Exchange on 31.12.2018 313.209 353.015 390.079 2.784 21.233 308.607 21.344

Positive change of 5% 2332 1201986 (-) 5 9964 - 80325 2529 216131
Positive change of 10% 4664 2411973 (-) 10 19929 - 160 651 5059 432266
Positive change of 20% 9328 4831946 (-) 19 39858 - 321301 10117 864 531
Negative change of 5% ( - ) 21332(-) 1201986 5(-) 9964 - - 80!325(-) 21529(-) 216131
Negative change of 10% ( - ) 41664 (-) 2411973 10(-) 19929 - - 1601651(-) 51059(-) 432266
Negative change of 20% ( -) 91328 (-) 4831946 19(-) 39858 - - 3211301(-) 101117(-) 864531

usany future lossesin the worse case scenario (20% change in the exchange rate), would only represent negative im-
pacton ownfunds of about4.6%.
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As to the foreign exchange risk, the following table contains sensitivity analysis of the Bank:s exposure to the foreign
exchange rates with reference to 31 December 2018:

Rate
LUIBOR LUIBOR
12 months 6 months Total

(thousands of kwanzas)
Balance on 31.12.2018
Due loans 30346 4986 35332
Overdue loans - 115 115

30346 5101 35447
Positive change of 1% 63 8 71
Positive change of 2% 127 15 142
Positive change of 5% 316 38 354
Negative change of 1% -63 -8 - 71
Negative change of 2% -127 -15 - 142
Negative change of 5% -316 -38 - 354

e assets and liabilities of the Bank are presented by type of rate as of 31 December 2018 and 2017 as follows:

31.12.2017
Exposure to Not subject to Total
Fixedrate Floating rate interest rate risk o
Assets
Cash and deposits with Central Banks - - 3919921 3919921
Deposits with other banks - - 779 167 779167
Loans and advances to central and other banks 1382778 - - 1382778
Financial assets at fair value through other comprehensive income - - 43656 43656
Financial assets at amortised cost 22171931 - - 22171931
Loans and advances to customers 22372 89911 - 112 283
23577081 89911 4742744 28409736
Liabllities

Deposits from central and other banks 30948 - - 30948
Customer deposits and other borrowings 15728826 - - 15728826
15759774 - - 15759774
Total 7817 307 89 911 4742744 12649 962
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W
(thousands of kwanzas)
31.12.2018
Exposure to Not subject to
Total
Fixed rate Floating rate interest raterisk
Assets
Cash and deposits with Central Banks - - 7564 615 7564615
Deposits with other banks - - 3848256 3848256
Loans and advances to central and other banks 5976 911 - - 5976 911
Financial assets at fair value through other comprehensive income - - 43568 43568
Financial assets at amortised cost 17917 402 - - 17917 402
Loans and advances to customers 1282505 35447 - 1317952
25176 818 35447 11456 439 36668704
Liabilities
Deposits from central and other banks (15765) - - (15765)
Customer deposits and other borrowings 14 448 356 - - 14 448 356
14432591 - - 14 432591
Total 10744227 35 447 11456 439 22236113

e following table shows the average interest rates for the major categories of nancialassets and liabilities of the Bank
forthe yearsended 31 December 2018 and 2017, as well as the respective average balances and income and expenses

forthe year:
(thousands of kwanzas)
31.12.2018 31.12.2017
Average Average
Averagebalance Interest for the Averagebalance Interest for the
Interest Interest
for the year year for the year year
rate rate
Loans and advances
Loans and advances to customers 5709 709 151784 2,7% 5631188 60624 1,1%
Deposits with and loans to 11012 203 9927 0,09% 6980490 2686 0,0%
Portfolio of securities 8980529 4406 451 49,1% 1229283 2020878 164,4%
Totalloans 25702 440 4568162 17,8% 13 840 961 2084188 15,1%
Deposits
Customer deposits and
deposits from Central Bank 30177182 843713 2,8% 11319 665 279603 2,5%
Financial Liabilities 30177182 843713 2,8% 11319 665 279 603 2,5%
Net Interest Income (4474742) 3724 449 2521296 1804585

Pursuantto article 6 of Notice no. 08/2016 of June 22, the Bank mustinform the BNAwhenever the banking book:s
economic value is potentially reduced by more than 20% of regulatory capital or of netinterestincome as aresult ofa
2%changeintheinterest rate. During the years 2018 and 2017, the Bank complied with this requirement.
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e breakdown of assets and liabilities as at 31 December 2018 and 2017, by currency, is hereby presented:

(thousands of kwanzas)

31.12.2018
Kwanzas US dollars Euros Other currencies Total
Assets

Cash and deposits with Central Banks 6934988 304268 260764 130 7500150

Deposits with other banks 28389 2144515 1369757 305595 3848256

Loans and advance to central and other banks - - 4406 952 1569 959 5976 911

Financial assets at fair value through other comprehensive income 43568 - - - 43568

Financial assets at amortised cost 17546 079 371323 - - 17917 402

Loans and advances to customers 1316 804 86 5 - 1316 865

Non-current assets held for sale 6221 - - - 6221

Other tangible assets 824248 - - - 824248

Intangible assets 122547 - - - 122 547

Current Tax assets 58243 - - - 58243

Other assets 181042 - - - 181042

27062129 2820192 6037478 1875684 37795453

Liabilitles

Deposits from Central banks and other banks - - - - -

Customer deposits and other borrowings 11898 620 2327583 212 946 9207 14 448 356

Provisions 21917 - - - 21917

Current tax liabilities 1629482 = . - 1629482

Deferred tax liabilities - - - - -

Other liabilities 127349 456 006 3465392 1145 4049 893

13677368 2783589 3678338 10352 20149648

13384760 36603 2359140 1865 332 17 645 805
(thousands of kwanzas)

31.12.2017
Kwanzas US dollars Euros Other currencies Total
Assets
Cash and deposits with Central Banks 3657412 173 888 88621 - 3919921
Deposits with other banks 55005 143358 563 059 17745 779167
Loans and advance to central and other banks - - 1382778 - 1382778
Financial assets at fair value through other comprehensive income 43656 - - - 43 656
Financial assets at amortised cost 21972324 199607 - - 22171931
Loans and advances to customers 112 283 - - - 112 283
Non-current assets held for sale 6221 - - - 6221
Other tangible assets 732213 - - - 732213
Intangible assets 110616 - - - 110 616
Current Tax assets - - - - -
Deferred tax assets 1253 - - - 1253
Other assets 98234 - 8343 - 106 577
26789 217 516 853 2042801 17745 29 366 616
Llabllities

Deposits from Central banks and other banks 30948 - - - 30948
Customer deposits and other borrowings 14281379 1339173 108274 - 15728826
Provisions 21917 - - - 21917
Current tax liabilities 883557 - - - 883557
Deferred tax liabilities - - - - -
Other liabilities 93578 - 1581277 - 1674855
15 311379 1339173 1689 551 - 18340103
11477838 (822320) 353250 17745 11026 513
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Liquidity risk

e RiskManagementO ce monitors the mismatches arising from the use of short-term liabilities to hedge me-
diumandlong-termassetsin order to avoid impacts and liquidity shortages and to ensure that the institution’s reser-
vesaresu cienttomeetdaily cash needs, both cyclicaland non-cyclical, as wellas the long-termneeds.

Incorporatedin the process of quanti cationand evaluation of the liquidity risk, the BCH periodically evaluates the re-
sourcesinnational currency and foreign currency, aiming to maintain a satisfactory level of available funds to meet
the nancialneedsinthe short,medium andlong bothinanormal scenario andinacrisis scenario.

Following Instruction 1972016, the bank draws up biweekly and monthly charts to control possible liquidity out ows
andin owsinvarioustime buckets and currenciesin order to prevent future shortages and better approach and ma-

nage capital.

Asat 31 December 2018 and 2017, the liquidity gap of the Bank’s balance sheet presented the following structure:

(thousands of kwanzas)

31.12.2018
From3months From1yearto5
Sight Upto 3months Over 5 years Undetermined Total
to 1year years
Assets
Cash and balances at central banks 7500150 - - - - - 7500150
Deposits with other banks 3848256 - - 3848256
Loans and advances to central banks and other banks - - 5976 911 - - - 5976 911
Financial assets at fair value through other comprehensive income - - - - 43656 43656
Financial assets at amortised cost - 13926 312 3624295 366 795 - 17917 402
Loans and advances to customers - - 1276 083 14915 25867 - 1316 865
11348 406 13926 312 10 877 289 381710 25867 43656 36603240
Liabilities
Deposits from central banks and other banks - (15765) - - - - (15765)
Customer deposits and other borrowings 9676 418 2131814 2640124 - - - 14 448 356
9676 418 2116 049 2640124 - - - 14 432591
1671988 11810263 8237165 381710 25867 43 656 22170649
(thousands of kwanzas)
31.12.2017
. From3months From1yearto5 B
Sight Upto 3 months Over5years  Undetermined Total
to 1year years
Assets
Cash and balances at central banks 3919267 - - - - - 3919267
Deposits with other banks 779821 - - - - - 779 821
Loans and advances to central banks and other banks - - - - -
Financial assets at fair value through other comprehensive income - 7304751 14 667 510 199 670 - - 22171931
Financial assets at amortised cost 312 54850 38367 18268 4328 116 125
4699088 7305063 14722 360 238037 18268 4328 26987144
Liabilities

Deposits from central banks and other banks - - - -
Customer deposits and other borrowings 9349823 5519 065 859938 - - - 15728826
9349823 5519 065 859938 - - - 15728 826
(4650735) 1785998 13 862 422 238037 18268 4328 11258 318
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Operational Risk

e operational risk management covers the whole of the bank’s activities, making the various business units respon-
sible foridentifying and managing the risks associated with their activities. eriskmanagemento ceidenti esand
evaluatesspeci cinstances of the principal risks that may jeopardise the achievement of the bank’s objectives, and
performs ongoing monitoring and development of risk mitigation measures.

equanti cation of operational riskis determined inaccordance with Instructions No. 16/2016 and No. 17/2016, cor-
responding to 15% of the average of the last three years of the annual exposure indicator if positive and calculated by
the basicindicator approach, which considers the sum of severalitems on the income statement, such as netinterest
income, netinvestmentincome, net trading income of securities held for trading, netincome from foreign currency tran-
sactionsand netincome from provisionof nancial services, whichin turnis constantuntil the end of the period,su ering
change onlyin December.

e amountsin these accounts have to do with the good functioning and commitment of all the areas of the institution
anda periodic monitoringis performed with monthly reporting to the regulatory body.

Capital Managementand Solvency Ratio

e Bank’s own funds are calculated in accordance with the following applicable regulations: Notice no. 05/2007 of 12
September, Instruction no.03/20110f 08 June, Notice no.2/2015 of 26 January and Notice n"10/2014 of 5 December.

Financial institutions must maintain alevel of own funds compatible with the nature and scale of operations that are pro-
perly weighted by the risksinherentin the operations,and must meet the minimum required Core Tier Lratio of 10%. e
regulatory capital consists of:
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Tier 1 capitalincludes (i) Paid-up capital; (i) Reserve to record the adjusted value of the paid up capital (iii) retained
earnings from previous years; (iv)legal, statutory and other reserves from undistributed pro ts,or createdtoin-
crease capital,and (v) netpro tfortheyear.

Tier 2 capitalincludes: (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 authorised value
by the BNA.

Deductions include: (i) treasury shares subject to repurchase; (i) redeemable preference sharesand with xed
and cumulative dividends; (iif) loans granted with capital nature (iv) loans granted with capital nature; value of the
participations; (v) tax credits resulting from taxlosses; (vi) goodwiill; (vii) other intangible assets net of amortiza-
tions; and (Viii) other values, by determination of the BNA.

e BNA-sNotice No.09/2016 establishes that for the purpose of calculating the Core Tier 1 Ratio the excess veri edin
the risk exposure limit per customer should be deducted from the regulatory capital.

(thousands of kwanzas)

31.12.2018 31.12.2017
Regulatory Capital 17204 408 10557116
Risk-weigthed assets 2524922 1477473
Regulatory capital requirements 1600092 741776
Own Funds Requirements for Credit Risk 256 027 88595
Own Funds Requirements for Market Risk 346 566 196 770
Own Funds Requirements for Operational Risk 997 499 456 410
CoreTier 1ratio - Base 107,52% 142.32%
Core Tier 1ratio- Adjusted 107,52% 142,32%
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30 Applicationof IFRS9 Financial instruments

InJuly 2014, the IASB (International Accounting Standards Board) publishedIFRS9 FinancialInstruments .  isstandard
whichismandatorily e ective asof January 1,2018, and after its adoption by the National Bank of Angola, replaces |AS
39 FinancialInstruments: Recognitionand Measurement .

IFRS 9introduced amendmentsto theway nancialinstitutions calculateimpairmentof nancialinstruments, mainly
with regard to loans and advances to customers.IFRS9uses expectedcreditloss ECL modelwhichreplacesthe

incurredloss modelusedbyIAS 39. Under this new model, entities are required to recognise expectedloss before the
occurrence ofadefault event. Itis also necessary toincorporate forward-looking information in the estimates of expected
creditlosses, by including potential future macroeconomic trends and scenarios.

Under the ECL model,assetsareclassi edinone of the following stages according to changes in credit risk since initial
recognition of the asset and not according to credit risk at the reporting date.

Stagel Assetsforwhichthereisnosigni cantdeterioration of creditrisk since initial recognition are classi ed
instage 1. For these assets 12 month expected creditlosses are recognised, as from the reporting date;

Stage2 Ifthereisasigni cantdeteriorationof creditrisk sinceinitial recognition, the assetsareclassi edinstage
2.Inthis stage, lifetime ECLs are recognised for these assets. e conceptofsigni cantdeterioration of creditrisk,
suggested by IFRS introduces a higher level of subjectivity in establishing loss allowance, and calls for greater con-
nection with the entity-s credit risk managementpolicies. e forward-looking approachand lifetime perspectives
introduce challenges for nancialinstitutions in the shaping of credit risk parameters.

Stage 3 - assets thatareimpaired mustbe classi edinthis stage, withlifetime ECL recognised. Inrelation to stage,
thedi erenceisthatinterestrevenueis calculated onthe netcarryingamountwhereasin stage 2itis onthe gross
carryingamount
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e summary of IFRS 9 subjectsis as follows:
Classi cationand measurementof nancialassets

All nancial assets are measured at fair value on the date of initial recognition, adjusted for transaction costsiif
theinstruments are not accounted for at fair value through pro torloss (FVTPL). However, customer accounts
withoutasigni cant nancingcomponentareinitially measured attheir transaction price,asde nedinIFRS - 15

Revenues from contracts with customers.

Debtinstruments are subsequently measured based on the contractualcash owsand the business modelun-
derwhichthey are held.Ifadebtinstrumenthascash ows thatare solely payments of principalandinterest on
the principalamount outstanding and ifitis held within abusiness model which objectiveis to hold the assets to
collect the contractual cash ows,thentheinstrumentis measured atamortised cost. [fadebtinstrumenthas
cash owsthatare solely payments of principal and interest on the principal amount outstanding andifitis held
withinabusiness model which objective is achieved by both collecting contractual cash  owsandselling nancial
assets, thentheinstrumentis measured at fair value through other comprehensive income (FVTOCI) with sub-
sequentreclassi cationtopro torloss.

Allother debtinstruments are measured at fair value throughpro torloss (FVTPL).Inaddition, thereisan option
thatallows nancial assetsto be designated, atinitial recognition,as measured at FVTPL if doing so eliminates or
signi cantly reducessigni cantaccounting mismatchin the results for the year.

Equityinstruments are generally measured at FVTPL. However, the entities have anirrevocable optiononaca-
se-by-case basis to present value changes of non-commercialinstruments in other comprehensiveincome

(withoutsubsequentreclassi cationtopro torloss).
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Classi cationand measurementof nancialliabilities

For nancialliabilities designated as FVTPL using the fair value option, the amount of the change in the fair value
ofthese nancialliabilities thatis attributable to changesin credit risk must be presentedin the statement of com-
prehensiveincome. e remainingamount of changein fair value shallbe presentedinpro torlossunlessthe
presentation of changesin the liability’s creditrisk in other comprehensive income would create or enlarge anac-

counting mismatchinpro torloss.

Allotherclassi cationand measurement requirementsfor nancialliabilities of IAS 39 were carried forward to
IFRS 9,including the requirement to separate embedded derivatives and the criteria for using the fair value op-
tion.

Impairment

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

e ECL model appliesto: (i) debtinstruments measured at amortised cost or at fair value through other com-
prehensive income, (i) the majority of loan commitments (jii) contracts of nancial guarantees, (iv) contractual
assetswithin the scope of IFRS 15 and (v) lease payments receivable within the scope of IAS 17 - Leases.

Generally, entities are required to recognise 12-month or lifetime ECLs, depending on whether there has been
asigni cantincreasein creditrisk since theinitial recognition (or when the commitment or guarantee was entered
into). Foraccounts receivable withoutasigni cant nancing component,and depending on the entity-s choice of
accounting policy for otherloans and advances to customers and for lease receivables asimpli edapproach can
be applied inwhich the lifetime ECLs are always recognised.

ECL measurementshouldre ect probability-weighted outcome, thee ectoftime value of money and be based
onreasonable and supportable bestinformation available without undue costore ort.
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