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Exchange rates

The metical depreciated against the US
dollar in 2009, maintaining its end of pre-
ceding year trend, notwithstanding a slight
appreciation in value in the second quarter.
The reference exchange rate at year end,
was 29.19 against the December 2008
figure of 25.50. This evolution represents
accumulated depreciation of 14.5% over
the year as a whole.
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The Bank of Mozambique considers
that the depreciation of the metical’s ex-
change rate to the US dollar, associated
with the moderation of inflation enabled the
real effective exchange rate to be held at a
threshold compatible with the objective of
promoting the external competitiveness of
the Mozambican economy.

There has been a positive level of evo-
lution in economic activity indicators, with
a trend towards improvements in the “Jdob
Prospects Indicator” to 105.1 points in Au-
gust from 103.3 in July — partly reflecting
construction and transport sector recovery.
Reference should also be made to the
“Economic Climate Indicator” which hit
100.9 points in August against 98.6 points
in July. This trend, which reflects the evo-
lution of business confidence, has been in
evidence since June.

Mozambican Financial
System

Mozambique’s banking market, over

recent years, has been characterised

by increased competitiveness while,
at the same time, recording profound
changes:

* Implementation of highly aggressive
policies both in terms of lending and
particularly in taking in deposits;

* Development of new financial products,
investments in technological infrastruc-
tures (Modernisation of ATMs and POS
equipment);

* Expansion of the branch network into
rural zones (growing use of banks in
the economy), deriving from its po-
tential as an economic activity growth
driver in several regions and reduction
in the rate of mandatory reserves.

The banking system continues to be highly

concentrated. The leading banks continue

to be Millennium BIM, BCI, Standard Bank
and Barclays Bank, which, as a whole, ac-
count for 89.0% of total deposits, 89.6% of
credit and 87.8% of assets in the system

(November 2009):

Legislative developments particularly
include:

* The central bank’s attitude to the
commissions charged to customers
by commercial banks, notably by
enforcing cost exemptions on several
services and fixing maximum prices
for others.

e The cuts recorded in the permanent
lending facility (PLF) and permanent
deposit facility, from 14.50% to 11.50%
and from 10.25% to 3% respectively
during the course of 2009.

Credit and Deposits

Private sector indebtedness to the banking
system at the end of November 2009,
was 66,913 million Meticais. This was
equivalent to growth of 56% (47% with the
exclusion of the impact of nominal foreign
exchange depreciation), against the
preceding December’s 46%. This evolution
partly reflects the growth in banking system
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funding of the private sector for the purpose
of, inter alia, minimising the insufficiency of
external finance, as a consequence of the
international financial crisis. The substantial
growth in general lending also reflects
easing monetary conditions and several
large loans. In light of the contraction of
foreign capital flows, companies have
replaced their foreign loans by domestic
bank loans. Reference should also be
made to the major expansion of lending
in foreign currency which has been part
financed by banks’ external indebtedness
and the use of external assets.

The authorities entered into a
quadrilateral agreement, in early Septem-
ber, for a 300 million euros line of credit to
finance investments in infrastructures. The
parties to the agreement are the govern-
ments of Mozambique and Portugal, Caixa
Geral de Depdsitos (Portugal) and Banco
Comercial de Investimentos. Under the
terms of the agreement BClI may secure
foreign loans and pass on such funding to
a domestic public entity for financing road
infrastructure projects.

Notwithstanding the occurrence of
strong growth in general lending in a con-
text of monetary expansion, it triggered ma-

4. Macroeconomic
Background

jor competition for the securing of deposits
and liquidity tightening exercises by several
banks, causing a decrease in liquidity ra-
tios. Although, to-date, there have been no
signs of a deterioration in credit quality, the
Bank of Mozambigque has redoubled its fo-
cus on this sector. There will probably be a
slowdown in demand for domestic credit,
in 2010, as international credit markets re-
cover.

Deposits by volume were up by around
3,116 million Meticais, in 2009, of which
around 1,065 million Meticais (34%) de-
nominated in foreign currency. Liquidity in-
jections by the state and the expansion of
domestic bank credit to the private sector
fuelled an increase in accumulated year on
year deposit levels from 26.4% and 34.5%
for sight deposits and around 18.4% and
32.4% for term deposits.

In segment terms, corporate deposits
were up by 1,884 million Meticais, of which
an amount of 1,224 million Meticais (64.9%)
was denominated in foreign currency as
opposed to individual customers’ deposits
with the banking system which were up by
1.056 million Meticais, of which 682 million
Meticais (64.5%) were denominated in do-
mestic currency.
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5. Strategy and
Business

5. Strategy and Business

Strategic Vision 2008-2012

The main thrust behind BCl's activity, in
2009 was its strategic vision defined by
its board of directors and approved by its
shareholders, for the 2008-2012 five year
period.

In accordance with the said vision, BCI
will consolidate its activities as a structuring
bank for Mozambique’s financial system.

Five main development axes have
been defined, based on a forecast of the
principal external economic trends and
BCI's market position.

1. Focus on and prioritisation of commer-
cial endeavours between different seg-
ments;

2. Maximum simplicity in terms of each
segment’s product offer;

3. Clarity, uniformity and hardwiring of
business support processes and pro-
cedures;

4. Agility, celerity and quality at “times of
truth”: being present when customers
need the bank’s services;

5. High quality and highly experienced top
management, in addition to excellence
of organisation in terms of recruiting,
training and retaining talent.

Under the terms of the implementation of

its strategic management process, BCI has

aligned the organisation as a whole around

10 transversal structuring projects which, in

practice, comprise the strategy’s effective

implementation stage.

The strategic plan’s implementation is
ensured by the definition and monitoring of
annual programmes with specific thrusts
and objectives via the Leader Project as
the main instrument used to promote and
implement the plan.

The plan’s first implementation stage,
starting in the last four months of 2008,
was fundamentally marked by the launch
of the indispensable bases for the develop-
ment, implementation and consolidation of

a functionally adequate and geographically
representative retail network to transform
BCI into a universal bank.

Changes were made to the bank’s
institutional image and organisational struc-
ture, in 2008, with the identification of criti-
cal processes requiring improvements. A
series of different Leader Project initiatives
was implemented in 2009, particularly:
¢ The reformulating of employee recruit-

ment and retention policies;

* The reengineering of several of the
main critical business processes;

¢ The entering into of protocols, with
public and private institutions and the
sighing and start-up of their implemen-
tation;

* The definition of differentiated service
models for branch network and corpo-
rate customers;

* The opening of new branches and cor-
porate centres;

* Redesigned product offers;

* The launch of the bank’s own credit
cards, particularly including the mass
market TAKO credit card;

* The creation of a dedicated, specialised
leasing structure;

* Price adjustments;

¢ |Improved efficiency and lower costs
through the revision and renegotiation
of goods and services contracts, defini-
tion of policies and introduction of cost
reduction measures and practices;
and

* A survey of requirements and start-up
of the development of a management
information system.

The transformation underpinning the de-
fined strategy requires a rapid rate of
change, poses institutional and individual
challenges and endeavours and com-
mitment on all levels. The results already
achieved, however, comprise a stimu-
lus and strengthen our determination to
achieve the targets.
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Communication

Institutional Communication

2009 was consolidation year for BCl's new

image.

Work continued to be performed on
the institutional communication campaign
to promote the bank’s new image and po-
sition at the start of the year, with a strong
presence in the national media, all BCI
branches and on electronic channels -
ATMs and BCl’s internet site.

Various alternative channels and
communication actions were employed
to promote BCIlI's new image in Maputo
and several provincial capitals, during the
course of the year:

* The bank’s brand was reinforced, in
Maputo, via the “personalisation” of
buses used on Maputo’s public trans-
port system (TPM) with BCl's image
and outdoor advertisements using in-
novative electronic billboards with ani-
mated displays;

¢ The promotion of BCl's image in Que-
limane, was consolidated by the distri-
bution of reflective jackets to taxi drivers
(cyclists) with BCl's image, enabling the
brand not only to enhance its visibility in
Quelimane, but also enabling the com-
munity to identify its service;

e Street signposts were erected
in several strategic locations in
Nampula and Beira, with additional
reinforcements of BCl's presence on
outdoor billboards along the main city
thoroughfares.

Concentrating on strong, hot, living Mo-
zambican colours, institutional gifts were
also commissioned and distributed during
the course of the year, to complement the
orange “patch” in cities and rural zones
included in the network expansion. These
comprised shirts, caps, sun-shades and
similar items.

A skin with new designs and colours
was fitted to the glass and casing of wall-
mounted ATMS, in addition to the direct
application of a film on standalone ATMS,
providing colour and more life to these au-
tomatic service areas within BCI.

BCIl, as the national football team’s
official sponsor, promoted the bank’simage
in the Machava Stadium, in 2009, erecting
signposting material (canvas in the centre
of the pitch, sashes, gigantic balloons, etc.)
and also handing out innovative gifts on
pre-match days, with the message “BCI.
Mambas Fan” (pennants, flags, scarves
and personalised snacks). It also developed
institutional advertising campaigns centred
on the message “My Bank supports my
Team”, at major national media outlets,
bank branches, ATM displays and BClI’s
Internet site.

According to the “Best Mozambique
Brands” survey published by DDB and
Intercampus/GFK, BCI was the national
brand with the second highest Total Brand
Recognition Factor in Mozambique in 2009
which, at 98.2%, was the best banking sec-
tor result for this indicator.

Commercial Communication

Various advertising campaigns accom-
panying the launch of savings products,
credit and cards were launched during the
course of the year:

* An advertising campaign targeted at
individual customers was launched in
February to accompany the launch of
BCl's 18% Deposit. The campaign re-
mained in force up to the end of March

Faca uma
aplicacao
100% segura
com 0% de risco

e que da 18%
de rendimento.

Deposito 18% BCI. Adira até 4 de Abril ao depésito a prazo

que lhe da 18% de rendimento em 20 meses.
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on television, radio, press, branches,
ATMs and on BClI’s internet site.

A major advertising campaign associ-
ated with the launch of the TAKO card
was launched in April. TAKO is a new
mass market credit card, with the main
message of “If you want a Tako, talk to
BCI”. The campaign’s message con-
tributed to BCl's status as a competi-
tive bank for credit solutions, while, at
the same time ensuring a high level
of brand recognition. The advertising
campaign, in addition to its presence
in the usual national media (television,
press and radio), included the produc-
tion and promotion of a jingle widely
used on electronic media (internet and
mobile phones).

Quem quer
Tako, vem

ao BCI.

A fresh commercial boost was given
to BClI's SMS service in May, with the
production of advertising material for
distribution at sales outlets, ATMs and
on BClI's internet site.

August saw the launch of the Savings
Solutions Campaign, accompanying
the remodelling of BCl's new Savings
Offer for individual and corporate cus-
tomers. The advertising campaign was

ninguém poupa

Faca uma poupanga no BCI
o ndo precizn de poupar em s noda,
8ol

based on the message “All you have
to do to save is to save with BCI”, pro-
viding BCI with savings bank status for
all Mozambicans. This campaign was
active in all of the main national me-
dia outlets, branches and BCI elec-
tronic channels and also reinforced the
bank’s presence in terms of outdoors
advertising.
An advertising campaign comprising
the offer of a six months’ subscrip-
tion (3 issues) of the new Turbo Auto
Magazine was developed in November
to promote applications for BCI Classic
and BCI Gold credit cards.
An end of year savings campaign for in-
dividual customers was also launched
in November, associated with BCl's
“Super Income Deposit”. This cam-
paign, present on television, radio,
press, branches, ATMs and on BCl's
internet site helped to reinforce BCl's
status as a savings bank. BCIl's “Super
Corporate Deposit” was given an ad-
ditional boost by direct contact from
sales teams.
Thefollowing campaigns were launched
in December, to incentivise applica-
tions for and use of BCI debit and credit
cards, exploiting the advertising oppor-
tunities associated with the Africa Cup
of Nations and the 2010 World Cup:

- The Mambas 2010 campaign
to support the national team’s
participation in the Africa Cup of
Nations in Angola, associating
applications for and use of the BCI
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Visa Electron on POS terminals
(ready to use and personalised).
The main message was “Use
your BCI Visa Electron card and
help raise our flag up high in
Angola”, ensuring our customers’
involvement in this Mambas support
action, with the offer of 5 Meticais
on each POS transaction to the
Mozambique Football Federation.
In addition to the emotional appeal
of the advertising, present in all of
the usual communications media
(television, radio and press), “BCI.
Mambas Fan” gifts were also
produced for BCl's existing and
potential customers and distributed
in public locations in which the
Mambas’s games will be watched
in January.

- The objective of the 2010 World Cup
Campaign was to promote applica-
tions for and use of Visa credit cards
(BCl Gold, BCI Classic and Tako),
in association with the FIFA 2010
World Cup Championship in South
Africa. The simple, direct mes-
sage of “Use your BCI Visa card
and win the chance to be present
at the World Cup” was widely ad-
vertised on television, radio and in
the press and was accompanied
by a promotion involving a draw of
tickets, travel and accommodation
to watch games live.

Segment Communication

New branch environments with graphical
lines of communication, logo brands and
sales support material for each of the seg-
ments were created as part of the process
for the implementation of new customer
care/service models.

The creation of three “BCI Exclusive”,
“BCl Business” and “BCI Corporate”
brands not only enabled the use of special
graphical markings for the spaces relating
to different customer care/service models
but also to incorporate the said logo brand
in all of the advertising components associ-
ated with each segment:

* “BCI Exclusive”: the image of the new
spaces housing this type of service was
based on the promotion of differentiated
environments inside branches, not
only enabling “BCI Exclusive” to be
differentiated from other services
but also to ensure the existence of a
private service to respective customers
benefiting from specific protocols.
To differentiate between the type
of communication present in these
spaces and promote the respective
offer of new products and services,
new graphical markings were created
and their design and format adapted
to the whole of the “BCI Exclusive”
environment.

 “BCI Business”: services for small and
medium sized self-employed business-
people now include “BCI Business”
service markings, in addition to the pro-
duction of leaflets with information on
the offer of products and services and
characterisation of this customer care/
service model.

e “BCI Corporate”: large and medium
sized enterprises now benefit from
dedicated, personal customer care at
BCl's corporate centres. These cen-
tres, which already exist in Nampula
(2008) and now in Maputo (Polana,
Pigalle and Maputo Shopping), have
a more sober, elegant image, in blue
and beige, decorated with black and
white photographs and the installation
of furniture with a modern design.
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In addition to communication and image
associated with new customer service
models, support material for the promotion
of diverse commercial activities during the
year were produced. These included the
promotion of commercial protocols entered
into with various institutions and the launch
of new products such as postgraduate
studies financing solutions and financing
solutions for the Matchiky Village resort.

Internal Communication

To raise all BClI employees’ awareness
of environmental issues and concerns,
work began on the BClI Eco Ambiental
eco-efficiency project. Information on the
project was provided at the first stage
on BClI's Intranet, in a space with its own
identity and image, including advice and
information on eco-efficiency, external sites
for reference purposes and the internal

5. Strategy and
Business

action programmes planned for the next
few years.

2009 also witnessed the launch of a
“sales support” commercial information
consultation tool on the Intranet. This new
space includes information on products
and services, full details on past or present
commercial and advertising campaigns
and a market observatory.

Technology

With the implementation of processes
designed to reinforce the alignment of
information systems and business, the bank
began work on a new information systems
related stage, starting 2009. The alignment
translates the creaton of a more user-
friendly front-end support system application
for branches, to improve the efficiency of
operating processes, enhance security and
control and enable a drastic reduction of new
product and services development cycles.

All of these advantages from a
customer’s viewpoint, translate directly into
operational speed, elimination of forms,
better quantity and quality of information on
products and services. Work also began
on preparatory studies and the launch of
the bases for the development of the sup-
port architecture for a new front end appli-
cation, in 2009, for release in 2010.

In terms of operational infrastructures,
work began on projects for the central
reformulation of filing and data processing
systems (i.e. data centres). Computer
facilities were also significantly renewed with
the adopting of a new servers virtualisation
technology. Dedicated storage systems
were also introduced. Such developments,
as a whole, enable the levels of robustness
and scalability required to sustain the
bank’s current and planned growth over
the next few years to be achieved.

End 2009
Central system processing capacity (CPW1) 12.000,00
No. of financial transactions processed 17.825.000,00

PCs per worker ratio

Workers with access to internal email
Workers with intranet access
Workers with internet access

95%
95%
100%
95%

C PW - commercial processing workload. IBM reference measurement.
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6. Products and Electronic Channels

Introduction

To improve customer care and incentivise

customer service, BCI has initiated the im-

plementation of a new customer service

model comprising:

¢ Segmentation of customer base, with
the identification of five segments hav-
ing specific characteristics and needs
for different types of financial services;

* Allocation of dedicated account
managers to customers in segments
which require more careful commercial

monitoring and personal service.
Relationship managers are such
customers’ most suitable contact

channel for the bank. They provide
advisory services and identify the most
interesting business opportunities for
both parties;

* Definition of new communication and
personalised service spaces mod-
els for the “BCI Exclusive”, “BCIl Busi-
ness” and “BCIl Universal” segments
(opening accounts/loan applications) at
branches, in line with the needs of each
of the segments.

e Opening of an exclusive branch office
for the “BCI Private” customer seg-
ment, in Maputo.

¢ Opening of specialised centres for large
and medium sized enterprises - “BCI
Corporate” centres - in Maputo, nota-
bly in Maputo Shopping, Pigalle and
Polana and in Nampula.

The bank implemented the following initia-

tives, in 2009, to leverage business growth

in the strategic segments identified by BCI:

* Training of dedicated retail customers
account managers for small and me-
dium sized companies, in a partner-
ship between BCIl and IFC, designed to
improve and promote the provision of
financial services to this segment.

* Definition of the offer of products and
services specifically geared to “BCI Ex-
clusive” segment customers.

e Launch of commercial campaigns,
promoting TAKO credit cards for the
“BCl Universal” segment and BCI
Classic and BCI Gold cards for the
“BCI Private” and “BCI Exclusive” seg-
ments.

Offer for Customers benefiting
from Specific Protocols and Civil
Servants

To create and strengthen involvement with
groups of customers with high banking po-
tential, BCI, in partnering companies and
state institutions, has created a special of-
fer for civil servants, in addition to employ-
ees of companies and institutions which
have entered into financial and cooperative
protocols with BCI.

The offer comprises a collection of
credit products at preferential interest rates
and discounts on charges for opening ac-
counts, in addition to electronic banking
products such as debit and credit cards,
eBanking and BCl’'s SMS service.

Products and services

BCI continued to restructure and modernise
its offer of products and services, in this do-
main, in 2009, concentrating on simplifying
product application procedures together
with diversification of offer, fine-tuning them
to customers’ needs.

Particular reference should be made to
the following initiatives:

Launch of New Savings Offer

To promote savings habits, BCI presented
a new Savings Offer in August, comprising
seven products enabling savers to invest
their savings within any specific time span,
encouraging better short term liquidity
management and incentivising the use of
BCl’'s eBanking service.

For customers’ greater convenience
and to guarantee the permanent liquidity
of their savings, BCI now offers guaranteed




36

loans for all deposits of more than 31 days
subject to a limit of 80% of the deposit, al-
ways accessible, comprising an innovation
in terms of inclusiveness.

Savings Campaigns

BClI's new savings offer was launched in
August, supported by an institutional type
advertising campaign to promote general
savings habits and complemented by the
launch of three campaigns for taking in re-
sources during the course of the year, fo-
cusing on products which, as a whole repre-
sent a major savings stimulus, contributing
towards the growth of deposits in BCI.

In its BCl 18% Deposit campaign be-
tween February and March, accompanied
by advertising, BCI launched a fixed-rate
deposit with a maturity of 20 months, for the
first time in the domestic market. This cam-
paign was warmly welcomed, enabling it to
achieve its defined objectives in full.

The MaxiRenda BCI campaign, in
June and July, was not advertised but
geared to the commercial endeavours of
customer accounts managers. This type of
campaign also proved to be highly effec-
tive in promoting direct contact between
account managers and their customers.
The campaign’s savings objectives were
achieved.

The third savings products campaign,
comprising BCl's “Super Income Deposit”
for individual customers with a maturity of
13 months and BCl’'s “Super Deposit” for
companies, with a maturity of 30 days were

BCI Savings Offer: Products and Purposes

Product Ideal for:

BCI Savings Account
account.

BCI Income Account
BCI Savings Growth Account

launched at year end. Acceptance levels
for these products were very high, greatly
exceeding objectives.

Savings Platform

BCI, together with its Savings Offer, intro-
duced a computer application to simplify
and increase the flexibility of its manage-
ment of this and other types of offer. This
platform provides customers with compre-
hensive information on the conditions at-
tached to product subscriptions, promoting
the development of customer relationships
based on transparency.

Simplification of Procedures for
New Accounts

The time of opening a bank account is
fundamental for the creation of a lasting
relationship between customers and
the bank. To simplify this process, BCI
has developed a customised application
enabling the time take to open an account
to be significantly reduced, including the
immediate sale of a series of associated
products such as debit cards, eBanking
and salary accounts. The application was
tested at a branch office, in 2009, and ex-
panded to cover the Maputo region, with
the aim of preparing the application for
nationwide development.

Financing Solutions for
Postgraduate Studies

BCI firmly believes that the existence of
adequately trained staff in terms of quan-

... first time savers. First savings account with no minimum amounts necessary to open

... savers interested in flexibility with high returns.
...Tegular savers. With maturities of 91 days, automatically renewable. Starting from the

2nd renewal a bonus of 10% is paid on the interest rate.

BCI 31 — 365 Days Deposit
amount.

BCI eBanking Deposit

BCI 7-21 Days Deposit
Meticais

Income Deposit

... Stability of interest rate. Interest rates are determined on the basis of maturity and

... managing savings via eBanking. Deposit with very attractive interest rates
... making the most of your assets over the short term. Minimum investment of 1,000,000

... long term savings at a highly attractive rate updated quarterly
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tity and quality is a fundamental driver
behind the country’s socioeconomic de-
velopment and has expanded its offer to
university students with a finance package
geared to postgraduate studies enabling
tuition fees to be paid in advance and also
provides a BCI Classic credit card to fa-
cilitate the purchase of books and study
material.

Financing Solutions for Matchiki
Village Condominium

As the preferred partner of Clube Costa
do Sol and financing bank for the project
for the enlargement of and improvements
to the club’s sports infrastructures and the
construction of the Matchiki Village con-
dominium, BCIl has defined a series of
preferential financing arrangements for
customers interested in purchasing (even
off-plan) property in a resort in excellent
surroundings next to Maputo bay, with a
high level of architecture and construction,
either in the form of BClI mortgages or BCI
property leasing solutions.

Electronic Banking
Channels

BCIl retained its growth and innovation
strategy, in 2009. This comprised various
actions such as the launch of new products,
creation of differentiated value proposals
and improved levels of service.

Special reference should be made to

the following, in 2009:

e The successful completion of the mi-
gration process for cards issued by
Caixa Geral de Depositos to BCI;

* Marketing of (Gold and Classic) credit
cards with the integration of a scoring
model. This process has enabled the
time required to issue a credit card to
be significantly reduced;

* Launch of the mass market TAKO

credit card providing simplified
credit facilities for lower income
customers;

In a context of inter-institutional coopera-
tion, BCl provided its technological platform,
knowledge and experience to promote the

6. Products
and Electronic
Channels

launch of the first co-branded domestic

card for a financial institution, in the form of

VISA Mozabanco Gold and Classic credit

cards;

* With the objective of expanding the
availability of its consumer credit
products, BCI also launched a private
credit card in partnership with the O Rei
do Chinelo company;

* New images for debit cards (Visa Elec-
tron and Salary Card) and credit cards
(Gold and Classic) were adopted as
part of the process for consolidating
BCI's new image;

¢ A “Ready to Use” debit card was also
issued, issuing customers who open
an account with BCI, with a card which
can be immediately used to operate
their current account.

* The quality of electronic means of pay-
ment systems has been a constant
area of concern within BCI, which has,
accordingly, applied for a six months
audit by VISA's Payment Service
Quality Team. This project aims to im-
plement a series of suitable changes
recommended by the said institution, in
line with best international practice and
benchmarks;

* The bank endeavoured to improve its
technological platforms for POS com-
munications and transactional support
purposes in the last quarter of 2009.
Investments in systems and software
succeeded in improving quality of
service.

Means of Payment
Credit Cards

BCI posted a considerable growth rate, in
2009, with the introduction of new proce-
dures and its launch of new credit card
products. With applications for more
than 15 thousand credit cards, the total
volume of lending was more than 415
million Meticais. Applications received for
BCI Gold, BCI Classic and Tako products
campaigns and the new marketing cir-
cuits are reflected in the 1,021%. growth
of sales.
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Debit cards

Accompanying the bank’s rate of growth
and its issue of debit cards both as part of
the process for opening new accounts as in
the supply of its “ready to use” debit card,
BCI has posted extremely high rates for its
issues of cards. 2009 witnessed growth of
more than 70% over the preceding year to
more than 139 000 debit cards at 31 De-
cember. This global growth was in line with
its commitment to the Visa Electron card
with growth of 182% and the salaries card
with a growth of 37%. The Ponto 24 card
is being discontinued and replaced by the
Visa Electron card, leading to a 54% de-
crease in the number of Ponto 24 debit
cards over the preceding period.

This was accompanied by an 89% in-
crease in the number of transactions made
by debit cards over the preceding period,
comprising a 113% increase in the financial
value of transactions made by this means
of payment over the same period.

+70%
150.000 —

139.215

81.866

100.000 —

50.000 —

Dec-08 Dec-09

Channels

BCl's investment in its electronic banking
and internet channels, designed to increase
and improve services to its individual and
corporate customers, is particularly rele-
vant in terms of the bank’s customer-cen-
tric approach.

In addition to its branch office net-
work, BCI provides its customers with a
wide range of access channels to financial
services, from ATMs, to POS equipment,
even access by Internet and SMS. Cus-
tomers can manage their financial assets
on several channels based on specific re-
quirements, time and place. These chan-
nels are already responsible for more than
7 million operations comprising a 44% in-
crease over 2008.

BCl's ATMs are its customers’
preferred access channel. 82% of the
electronic banking total is processed
by ATM.

ATM

Growth in the total number of ATMs has
kept pace with the rate of branch network
expansion. The total number increased by
38% in 2009 in comparison to the preceding
year. The number of operations made on
this channel (withdrawals, information on
balances, transfers, payment of services
and mobile phones) was up 46% over the
same period last year. Cash withdrawals
from ATMs still account for the major share
of operations with 65% of the total, followed
by views with 32% of ATM transactions.

The financial volume of cash
withdrawals from ATMs, was up signifi-
cantly to 62,50,185,900 Meticais (around
62%) over the preceding year.

BCl has continued to commit resources
to its ATM network as one of its electronic
channelsto cater for the needs of its growing
customer base. Banking operations such
as transfers, payment of services and
mobile phones enjoyed significant growth
levels of 69%, 10% and 49%, respectively.
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with BCI therefore being in a position to
claim that the whole of its network essen-

149 tially comprises the VISA network. There
are several exceptions comprising traders
who, on account of the type of their busi-
ness, do not intend to or cannot use this
functionality.

With the improvements to its POS sys-
tems support platform made in the last
quarter, BCIl achieved highly satisfactory
results with growth of 90% in transaction
Dec-08 Dec-09 volumes. The peak December period wit-
nessed a 175% increase in POS transac-
tions on the BCI network over December
POS 2008. The fact that the average length of

The number of items of POS equipment BClI's POS transaction time remained un-
has also shown consistent growth (up 22%  changed shows that such growth had no
in 2009). The number and volume of POS effect on the quality of service.

transactions, in 2009, were up 53% and
58%, respectively, over the same period
2008. The subscription rate for VISA net- ~ Subscriptions to BCl's internet banking

work POS equipment was more than 93%, service recorded considerable growth
rates, both in the case of individual and

corporate customers. Year on year growth

108

Internet Banking

+999 for individual customers was 33%. Compa-
nies witnessed a growth of 148% in internet
1.345 banking subscriptions over the same pe-

riod.

Translating such growth and customers’
widespread acceptance of this service, the
volume of internet banking transactions
was up 57% in different currencies, totalling
financial operations of more than 2.3 billion
Meticais (up 46 % over 2008).

1.101

Dec-08 Dec-09
2005 2006 2007 2008 2009
Companies
Number of new contracts 73 261 428 861 1149
Annual change - 258% 64% 101% 33%
Individual Customers
Number of new contracts 495 791 2209 2807 6972

Annual change - 60% 179% 21% 148%
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7. Financial Analysis

Income and Profitability

BCl's net income, in 2009 was up 39%

to 716.46 milion Meticais against the

preceding year’s 516. 22 million Meticais,
notwithstanding the constraints in force
during the year:

1. Income was brought under pressure
from narrowing intermediation margins
owing to higher funding costs, not off-
set by the same amplitude of adjust-
ment on spreads.

2. The major investment in the expan-
sion of the sales/distribution network
resulted, as expected, in a significant
impact, on the bank’s cost structure.

Amounts in Million Meticais
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7. Financial
Analysis

Operating Income

Net Interest Income

Net interest income for the current year
was up 14% by 180.46 million to 1.46 billion
Meticais over 2008. This was squeezed
by the average increase in the cost of
resources. BCIl geared its operations to
taking in customer resources and main-
taining a competitive term deposits offer
translating into an increase in the cost of
such resources.

Adjustments to credit spreads, in turn,
to reflect the higher cost of bank funding,
have been a slow, gradual process resulting
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Operating Income
(amounts in million meticais)

in a narrowing of the unit margin between
credit and funding.

Spreads on new loans to customers
evolved gradually in 2009, to minimise the
impact on net interest income, for the pur-
pose of reflecting the bank’s higher funding
costs. This adjustment, however, has been
slower than that registered in resources and
was only intensified in the last six months.

The 7% reduction of 34.2 million Meticais
in income from available for sale financial
assets played a relevant role in terms of net
interest income owing to the reduction in
income from securities.

Commissions

Net commissions were up 15.6% by 43.6
million Meticais, over 2008, to 324.1 mil-
lion Meticais, notwithstanding the fact that
the change in commissions received was
greatly influenced by the negative evolution
of commissions from investment bank-

Employees

= Net interest income

m Income net of charges and
commissions

= Income from financial
operations

u Other Operating income

ing which were down 25% by 13.7 million
Meticais over the preceding year, deriving
from the reduction of the amounts involved
in fuel syndication operations.

Structural Costs

Structural costs — employee costs, supplies
and external services and depreciation —
were up 30.3% over 2008, fundamentally
owing to the impact of the respective 42%
and 21% increases in the physical distribu-
tion network and number of employees.

Cost-to-income, at 60.97%, confirmed
the anticipation of a worsening situation in
comparison to the 2008 figure of 59.7%,
notwithstanding the application of cost
containment measures.

Employee Costs

There was a 48% increase of 213.8 million
Meticais in employee costs over 2008,

Branch Offices

Dec. 08 Dec. 09

Dec. 08 Dec. 09
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owing to the implementation of new human
resources measures, notably the definition
of new professional careers and their
consequent functional requalification, in
addition to the salary adjustments designed
to promote external and internal equity
in the bank’s endeavours to retain and
manage its talents effectively. The functional
structure was also adjusted to the new
needs deriving from the expansion project
and new customer care/service models,
with encouragement being simultaneously
given to the mobilisation and participation
of all employees in the project and changes
in progress.

Fixed remunerations and social costs/
charges were up 51% by 182.7 million
Meticais, reflecting the 18% increase of
133 in the average number of employ-
ees particularly deriving from the expan-
sion of the sales/distribution network and
payroll increases of between 11% - 15% in
accordance with the Collective Wage Bar-
gaining Agreement for 2009.

Reference should also be made to the
536% increase of 20.3 million Meticais in
pension costs deriving from higher remu-
neration levels.

External Supplies and Services

The care taken over cost management
and containment kept the increase in
costs down to only 17% (up 107.7 million
Meticais) in 2009, in comparison to
2008, notwithstanding the higher costs
associated with the operations of a larger
physical sales/distribution network in
which the costs related with the dimension
of the operational structure - costs of
installations, security, communications
and IT, inter alia — increased by 15% to
25.9 million Meticais.

Advertising costs were up 72% by 40.8
million Meticais, reflecting BClI’'s new mar-
ket position.

Depreciation

Depreciation was up 32% to 120.91 mil-
lion Meticais, in 2009 (an increase of 29.63
million Meticais over 2008). The increase
mainly reflects the expansion of the sales/
distribution network and ongoing IT invest-
ments.

7. Financial
Analysis

Impairment

Notwithstanding the significant increase
in the size of the credit portfolio, credit
impairment, net of recoveries, was
down 24.31% by 29.56 million Meticais,
reflecting tighter risk management control
over loans and advances to customers.
The overdue credit ratio, at the end of
2009, was 1.07% against the year 2008
figure of 1.32% with a credit overdue
more than 90 days ratio of 1.02% against
an end of 2008 figure of 1.2%. This is a
reflection of credit quality.

Balance Sheet

Total assets, reflecting BCl's dynamic com-
mercial approach, were up 46% to 34,722.7
million Meticais, at the end of 2009. Loans
and advances to customers comprised
68% of total assets at year end. Customer
resources (73%) and loans from credit insti-
tutions (15%) comprise the main sources of
asset finance.

Liquidity Management and
Funding in 2009

The bank’s liquidity management and
funding operations, in 2009, were geared
to ensuring the diversification of funding
sources, particularly focusing on taking in
customer deposits and extending the ma-
turity of resources taken.

Credit and Resources

Loans and Advances to
Customers

There was a 79% increase in the credit
portfolio, in 2009. Growth was significantly
higher than last year's 54% and particularly
reflects BCl's commitment to operate as a
pillar of Mozambique’s economic develop-
ment in general lending terms.

This increase in the size of the credit
portfolio was kept under strict control, in
line with the portfolio’s quality, liquidity risk
and funding costs. BCI, accordingly, inten-
sified the adjustments to its spreads on
new loans and advances to customers in
the second six months period, to reflect its
higher funding costs.
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The sharp fall in market rates also ena-

bled the increase in risk premiums to be
accommodated with an overall decrease in
the cost of finance, notwithstanding higher
spreads.
As shown in the above pie chart, special
reference should be made, in the case of
corporate loans, to the transport (23% of
total credit), energy (16%), commerce and
services (10%) and industry (7%) sectors.
The less representative sectors in compari-
son to the preceding year, in BCl's credit
structure, were agriculture and fisheries
(from 8% in 2008 to 6% in 2009) and indus-
try (from 9% to 7%).

Resources Taken from Customers

Customer resources in the balance sheet
were up 34.9%, over 2008, fuelled by
the sharp 32.3% increase of 2.64 billion
Meticais in term deposits.

Off-balance sheet resources were up
63% over 2008.

Credit Institutions’ Resources

In the bank’s concern to improve liquidity
management and reduce existing matu-
rity gaps between lending and borrowing
operations, international financial sup-
port, comprising medium and long term
funding of USD 128.4 million was obtained.

Loans and advances to customers

Million Meticias

23.698
25,000 —
20,000 —
13.247
15,000 —
7613 8.623
10,000 —
R .
0 T T
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This funding enabled the bank to proceed
with several medium and long term credit
operations with export customers.

Securities and Financial
Investments Portfolio

The total amount of available for sale assets
and investments in associated companies
portfolios totalled 2.91 billion Meticais at 31
December 2009, comprising 8% of BCl’s
total assets.

Customer Resources
Million Meticais

24,000 —

20,000 - 16,383

16,000 | 11,347
12,000 —|
8,000
4,000 —

7. Financial
Analysis

Around 95% of the available for sale
assets portfolio comprises public debt
(treasury bills and bonds).

Own Funds

Basis own funds at the end of 2009, were
up 31% by 596.22 million Meticais to 2.53
billion Meticais over the end of December
2008. Total own funds were up 49.5% by
1.09 billion Meticais to 3.2 billion Meticais
over 2008.

25,367

18,983

2006 2007

2008 2009
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8. Risk Management

Introduction

Risk management operations are cen-
tralised and encompass the assessment
and control of BCl's credit, market, interest
and balance sheet liquidity risks, based
on the principle of the separation of func-
tions between commercial and financial/
risk areas.

Credit Risk

Credit risk is associated with the losses
and level of uncertainty over a customer’s
or counterparty’s capacity to meet their
obligations. Given the nature of banking
activity, credit risk is particularly important,
owing to its material nature, notwithstanding
its interconnection with the remaining
risks.

BCI undertakes a continuous
assessment of its credit portfolio to identify
the existence of objective evidence of
impairment. Credit is considered to be
impaired when there is objective evidence
thereof as a result of the occurrence of
one or more event losses after the initial
recognition of the asset and when such
events have an impact on future cash flows
affecting the credit’s recoverability.

The bank’s current impairment model
uses a calculation methodology based on
an individual and collective analysis. The in-
dividual analysis is performed in the case of
significant exposures to loans in default for
more than 179 days, to verify the capacity
of borrowers to meet their debt servicing
commitments. The following borrower-re-
lated information is, therefore, analysed:

e Assessment of economic-financial
situation;

* Verification of the existence of
operations involving overdue credit and
interest, within BClI Group and/or the
financial system;

* Adequacy of guarantees and collateral
to offset the amount of the loan;

8. Risk
Management

* Analysis of historic information on the
behaviour and good payment of cus-
tomers.

For significant credit exposures, in

default for more than 179 days in which

Nno objective signs of impairment have

been identified, a collective provision is

determined, in conformity with the risk
factors determined for credit with similar
characteristics.

Exposures not considered to be signifi-
cant are grouped into segments with simi-
lar risk characteristics (e.g. credit segment,
type of collateral, payments history, etc)
and a collective provision is set up.

Investments continued to be made in
improving internal procedures and identi-
fication, assessment and credit risk control
tools, in 2009 during the life of the opera-
tions/contracts.

The decision to issue a loan is split
up among different commercial structure
instances which are authorised to accept
specific risk levels. In the case of more
significant exposures, however, certain
types of customers and operations and the
assessment and monitoring thereof are
analysed by a team of credit analysts who,
as a complement to the available tools,
produce an independent opinion on the
implicit credit risk. Such an analysis is per-
formed whenever there is any change in
the relationship with a customer or when a
reassessment is recommended by factors
which are sometimes external to the cus-

tomer.
The evolution of the credit risk
management and control portfolio is

regularly monitored and creditconcentration
operations are performed, by type of
product, maturity, period to maturity,
operating sector and region. Provisions
cover on credit to customers with a higher
number of defaults and default rates per
product, segment, sector, currency and
region are also monitored.
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A monthly analysis is also performed on
the evolution of exposure to major economic
groups and risk concentration limits.
Liquidity Risk
Management of this type of risk, performed
by the use of an analysis of the periods to
maturity of different balance sheet assets
and liabilities, shows the difference be-
tween the volumes of incoming and outgo-
ing cash flows, in addition to the respec-
tive liquidity gaps, for each of the different
periods.

Policy and management strategy, re-
lated with liquidity risk are defined by the
ALCO Committee and are implemented
and controlled by the Risk Management
Division. Trading Room Management
maintains a diversified portfolio of assets
that can be easily liquidated in the event of
an unscheduled interruption of cash flows.
The bank has also made deposits with the
Bank of Mozambique, under the terms of
current legislation to cover the risk in ques-
tion.

Capital Management

BCI employs an active management ap-
proach enabling it to cover risks inherent to
its activity. Capital management operations
within the bank are performed in conformity
with and on the basis of the rules and pru-
dential ratios defined by the Bank of Mo-
zambique which capital requirements are
currently being fully complied with.

BCl's principal capital management
objectives are to ensure that the bank com-
plies with requirements and that it maintains
healthy capital ratios to guarantee business
continuity to maximise shareholder value.

In line with changes to economic con-
ditions and the risk characteristics of the
bank’s operations, the capital structure
may be changed to bring it more into line
with the new situation. Over the last few
years and in light of the stability of condi-
tions in the domestic marketplace, there
have been no changes of note to the ob-
jectives, policies and processes related
with capital management.
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9. Proposal for
the Appropriation
of Net Income

9. Proposal for the Appropriation

of Net Income

Considering the need to sustain the organic
growth policy initiated under the framework
of the 2008-2011 Strategic Plan, in addi-
tion to reducing the deterioration of own
funds resulting from the appreciation of the
USD against the Metical, the aim is to re-
inforce BCl's own funds by retaining 75%
of the net profit for 2009, for the amount of
716.464.151,00 Meticais. The appropriation
of net income is therefore as set out below:

Free reserves (75%): 537.348.113,00
(five hundred and thirty seven million
three hundred and forty eight thousand
one hundred and thirteen Meticais)
Dividends to shareholders (25%):
179.116.038,00 (one hundred and
seventy nine million one hundred
and sixteen thousand and thirty eight
Meticais)
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10. Subsequent
Events

10. Subsequent Events

Increase in Share Capital
through an Incorporation
of Reserves

The ordinary shareholders’ meeting of 03
March 2010, approved an increase in the
bank’s share capital from 321,428,570.00
(three hundred and twenty one million,
four hundred and twenty eight thousand
five hundred and seventy Meticais to
1,900,000.000.00 (one thousand nine hun-
dred million Meticais) through an incorpo-
ration of reserves.
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Balance Sheet at 31 December 2009

Notas 31-Dec-09 31-Dec-08
ASSETS
Cash and cash equivalents with central banks 3.1 3,285,782,195 2,577,946,310
Cash assets with credit instittuions 3.2 756,841,673 337,159,725
Financial assets recognized at fair value through profit or loss 383 147,124,679 257,264,966
Available for sale financial assets 3.4 2,764,886,536 3,278,039,554
Loans and advances to credit institutions 385 2,012,203,243 2,648,005,431
Loans and advances to customers 3.6 23,698,191,592 13,246,863,167
Investments &7 943,699 943,699
Non-current assets held for sale 3.8 96,937,363 22,068,723
Investment properties 3.9 18,770,724 19,706,657
Other tangible assets 3.10 1,320,493,832 1,017,836,407
Intangible assets 311 17,252,541 9,573,090
Defer red tax assets 3.30 2,659,124 2,659,124
Current tax assets 3.30 172,226,729 66,432,000
Other assets 3.12 428,367,204 345,400,367
TOTAL ASSETS 34,722,681,134 23,829,899,220
LIABILITIES
Central banks’ resources 3.13 106,230,122 -
Credit institution’s resources 3.14 5,180,518,913 2,003,586,523
Customer resources 818 25,366,699,903 18,982,643,945
Consigned resources 3.16 57,458,849 65,062,506
Subordinated loans 317 747,095,045 259,830,065
Debt securities 3.18 0 =
Defer red tax liabilities 3.30 22,748,508 22,748,508
Current tax liabilities 3.30 137,650,743 107,790,793
Other liabilities 319 426,478,813 320,388,741
Provisions 3.20 145,181,442 131,447,015
TOTAL LIABILITIES 32,190,062,338 21,893,498,096
OWN FUNDS
Share capital 3.21 321,428,570 321,428,570
Reserves 3.22 1,496,361,375 1,100,383,831
Treasury shares (1,635,300) (1,635,300)
Earnings per share 716,464,152 516,224,023
TOTAL OWN FUNDS 2,532,618,797 1,936,401,124
TOTAL LIABILITIES AND OWN FUNDS 34,722,681,134 23,829,899,220
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Income Statement at 31 December 2009

Notes 31-Dec-09 31-Dec-08
Interest and similar income 3.23 2,601,973,939 2,077,962,195
Interest and similar costs 3.23 (1,137,095,330) (804,488,359)
Net interest income 1,464,878,609 1,273,473,836
Income from charges and commissions 3.24 396,201,726 338,814,438
Costs of charges and commissions 3.24 (72,128,253) (47,435,254)
Income from financial operations 3.25 516,219,986 256,779,642
Other operating income 3.26 188,215,849 132,003,776
Other operating expenses 3.26 (17,503,691) (31,685,583)
Net operating income 2,475,884,226 1,921,950,853
Employee costs 3.27 (663,542,833) (449,764,423)
Other administrative costs 3.28 (725,049,119) (617,396,537)
Other Income 3.29 8,845,291 13,319,213
Credit impairment 3.6 (92,040,455) (121,599,650)
Impairment of other assets 3.12 (4,081,235) -
Depreciation 3.10/3.11 (120,912,325) (91,278,435)
Net provisions 3.20 (24,988,656) (30,097,091)
Income before Tax 854,114,895 625,133,930
Tax bill 3.30 (137,650,743) (108,909,908)
Profit for period 716,464,151 516,224,023
Other comprehensive income, net of tax
Fair value on available for sale financial assets 3.32 6,826,655 (747,946)
Comprehensive income for period (total) 723,290,806 515,476,077
Earnings per share 3.31 22.40 16.12
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Cash Flow Statement at 31 December 2009
Capital Legal Treasury Other  Fairvalue Net income Total
reserve shares reserves reserves for period
Balance at 31 December 2007 321,428,570 210,193,668 (1,635,300) 637,905,833 -10,146,789 433,064,663 1,590,810,645
Comprehensive income for period

Profit - - - - - 516,224,022 516,224,022

Other comprehensive income
Fair value reserves (available for sale)
Fair value losses on available

for sale financial assets - - - - (747,946) - (747,946)
Other losses - = = (475,814) = = (475,814)
Comprehensive income (total) (475,814) (747,946) 516,224,022 515,000,262

Transactions with shareholders recognized in own funds

Contribution and payment to shareholders

Dividends to shareholders - - - - - (169,409,784) (169,409,784)
- - - - - (169,409,784) (169,409,784)

Other transactions

Retained earnings - 64,959,699 198,695,179 (263,654,878) -

Other - - - - - - -
64,959,699 198,695,179 (263,654,878)

Balance at 31 December 2008 321,428,570 275,153,367 (1,635,300) 836,125,198 (10,894,735) 516,224,023 1,936,401,123

Comprehensive income for period

Profit - - - -

Other comprehensive income

Fair value reserves (available for sale)

Fair value gains on available

for sale financial assets - = - - 6,826,655 = 6,826,655

Other gains - - 1,982,872 - - 1,982,872

Comprehensive income (total) - - 1,982,872 6,826,655 716,464,151 725,273,678

Transactions with shareholders recognized in own funds

Transactions with shareholders recognized in own funds

Share options exercised - - - - - (129,056,005) (129,056,005)

Retained earnings - 77,433,603 - 309,734,414 - (387,168,017) -

Balance at 31 December 2009 321,428,570 352,586,970 (1,635,300)1,147,842,485 (4,068,080) 716,464,152 2,532,618,797

716,464,151 716,464,151
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Statement of Changes in Shareholders’ Equity

at 31 December 2009

31-Dec-09

31-Dec-08

Operating activities
Interest, commissions and other income received

2,731,118,430

1,973,884,666

Interest, commissions and other costs paid (1,128,097,637)  (820,967,910)
Payment to employees and suppliers (1,478,994,922)  (955,964,055)
Net flow generated by income and costs 124,025,871 196,952,701
Decreases (increases) in:

Loans and advances to credit institutions 746,679,864  1,592,346,278

Loans and advances to customers (10,524,170,091) (4,626,485,607)

Net flow generated by operating assets
Increases (decreases) in:
Central banks’ and other credit institutions’ resources

(9,777,490,226) (3,034,139,329)

3,141,237,455

1,666,127,075

Customer resources 7,234,072,766  2,499,517,506
Net flow generated by operating liabilities 10,375,310,221 4,165,644,581
721,845,865 1,328,457,953

Investing activities
Acquisitions of tangible and intangible assets (390,358,836)  (335,828,632)
Increases (decreases) in securities 513,504,785 47,600,164
Interest received 404,835,054 420,030,553
Other assets (171,271,380) (1,004,988,063)
Net flow generated by investing activities 356,709,623 (873,185,978)

Financing activities
Payment of dividends (129,056,005)  (169,409,784)
Other liabilities (326,917,520) 74,788,650
Net flow generated by financing activities (455,973,525)  (94,621,134)
Effects of change in exchange rate on cash and cash equivalents 516,219,986 247,483,758
Increase (decrease) in cash and cash equivalents 1,138,801,949 608,134,599
Cash and cash equivalents at start of period 2,896,321,139  2,288,186,540

Cash and cash equivalents at end of period 4,035,123,088 2,896,321,139
Reconciliation with balances set out in balance sheet:
Notes 31-Dec-09 31-Dec-08
Caixa and cash equivalents 4,035,123,088 2,896,321,139
Cheques pending settlement on credit institutions in Mozambique TAT7 177 7,552,248
Cheques pending settlement on credit institutions abroad 323,603 11,232,648
Total 4,042,623,868 2,915,106,035
Cash and cash equivalents with central banks 3,285,782,195  2,577,946,310
Cash assets with credit instittuions 3.2 756,841,673 337,159,725
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Notes to the Financial Statements

1. Introductory note

BCI is a public limited liability company,
formed on 17 January 1996 for an inde-
terminate period of time. The bank has
been operational since 19 April 1997.
CGD, at the time, had an equity investment
of 60% with the remaining 40% being held
by SCI - Sociedade de Controlo e Gestéo
de Participacdes with 38.63% and small
shareholders with 1.37%. BCl merged with
Banco de Fomento (BF) in December 2003
with all BF assets having been assimilated
by BCI and BF having been extinguished.
This operation permitted the entry of a new
major shareholder - BPI Group - with an
equity investment of 30%. The SCI Group
disposed of its equity investment in No-
vember 2007 when the INSITEC group
acquired 18.12% of the shares. CGD’s in-
vestment was adjusted to 51% with 30%
of the shares being held by BPI Group.
The remaining 0.88% is owned by diverse
small shareholders. BCI is headquartered
in Maputo and is governed by its articles of
association and other legislation applicable
to the sector.

The financial statements for the year
ended 31 December 2009 were approved
by the board of directors on 22 January
2010.

2. Accounting policies

2.1. Presentation bases

In compliance with the dispositions of Bank
of Mozambique Official Notice 4/GBM/2007
of 30 March 2007, the financial statements
for the year ended 31 December 2009 were
prepared in accordance with the Interna-
tional Financial Reporting Standards (IFRS).
These include the standards published by
the International Accounting Standards
Board (IASB) and the interpretations issued
by the International Financial Reporting
Interpretations Committee (IFRIC) and its
respective predecessors.

The financial statements have been
prepared on the basis of the historical
costs principle, modified by the application
of fair value on available for sale assets
and liabilities, excluding those on which
information on fair value is not available. In
the preparation of its financial statements
at 31 December 2009, BCI has adopted
IFRS 7 - Financial Instruments: Disclo-
sures and IAS 1 — Presentation of Financial
Statements - Regulatory Capital require-
ments. In accordance with the transitional
dispositions of these standards, amounts
for 2008, relating to the new published re-
quirements, have been restated.

The preparation of the financial state-
ments in conformity with the IFRS requires
the formulation of judgments, estimates
and presuppositions on the application of
the accounting policies, whose principal
estimates and uncertainties associated
with the application of the accounting poli-
cies are described in note 2.2 (t).

The attached financial statements are
expressed in Meticais and are identical to
the financial statements prepared by the
bank from its accounting records, to be
submitted for the approval of the general
meeting of shareholders.

2.2. Principal accounting policies

The following accounting policies are ap-
plicable to Banco BCl's separate financial
statements.

(a) New standards and amendments
affecting BCI

The following standards and amendments,
which came into effect in 2009, are rele-
vant to BCI:

* Amendment to IFRS 7 - The IASB
published this revision in March 2009.
Disclosure of the classification of finan-
cial instruments ranked by fair value
and reflecting the importance of the
data used for the respective measure-
ments, as shown below, is required
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- a. Level 1 - Listed prices (non-ad-
justed) in markets for identical as-
sets and liabilities;

- b. Level 2 - Data other than those
listed in markets (Level 1) which
may make a direct contribution to
the definition of the price of obliga-
tions and rights (e.g. prices in active
markets) or indirectly (e.g. deriva-
tive valuation techniques using ac-
tive market data); and

- c. Level 3 - Data for the allocation
of a price on hon-market rights and
obligations.

The adopting of the amendment requires

additional disclosures but does not have an

impact on the bank’s financial position or

income.

¢ |IFRS 8 - Operating segments The IFRS
standard was issued in November

2006, for adoption starting 1 January

2009. In accordance with the standard’s

requirements, external segment

reporting should be based on internal
reporting considered by the executive
board. The application of this standard
does not have any material impact on
the bank’s accounts.
A business segment is one of the group’s
identifiable components, in terms of the
supply of a product or separate service or
collection of related products or services
and which is subject to risks and benefits
which can be differentiated from other
business segments.

As set out in note 33, BCI controls its

activity on the following basic principles:

— Retail banking;

— Corporate banking;

* |AS 1 - Amendment to presentation of
financial statements

(b) Foreign exchange operations
(IAS 21)

The financial statements are presented
in Meticais which is the operating and
presentation currency used by BCI in its
operations and financial statements.
Foreign exchange operations are ini-
tially translated into the operating currency
at the exchange rate in force at the transac-

Notes to the Financial
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tion date. At the date of the balance sheet,
monetary assets and liabilities denomi-
nated in foreign currency are translated
into Meticais at the average exchange rate
published by the Bank of Mozambique. Un-
realised foreign exchange rate differences
are recognized in the income statement for
the period to which they refer. Information
on the exchange rates used at 31 Decem-
ber 2009 and 31 December 2008 is set out
below:

Currency 31 Dec 2009 31 Dec 2008
usD 29.19 25.50
EUR 42.08 35.88
/AR 3.96 2.72

Non-monetary assets in foreign currency,
valued at historical cost, are translated at
the exchange rate in force at the date of
the transaction. Non-monetary assets in
foreign currency, recognized at fair value,
are translated at the exchange rate in force
at the date of determination of fair value.

(c) Subsidiaries and associated
companies (IAS 27 and IAS 28)

BCl has direct and indirect financial
investments in subsidiaries and associated
companies. Subsidiaries are defined as
entities in which the bank has a controlling
interest or the power to manage the
company’s financial and operating policies.
Associated companies are entities over
whose management and financial policy
BCIl either, directly or indirectly, wields
significant influence but without having
control over the company. A significant
influence is generally considered to exist
when the equity investment is more than
20% but less than 50%.

Subsidiaries and associated compa-
nies are valued at historical cost in BCl's
separate financial statements.

Dividends paid by subsidiaries and as-
sociated companies are recognized in BCl's
separate income statements at the date
upon which they are allocated or received.

Impairment losses are recognized in
the income statement whenever there are
any objective signs of impairment.
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(d) Financial assets and liabilities (IAS
32 and IAS 39)

The classification of financial instruments,
at the time of initial recognition, depends
upon the objective behind the instrument’s
acquisition and its characteristics.

Financial assets and liabilities are
recognized in BCl's balance sheet at their
respective fair value at the agreement
date, plus costs directly attributable to the
transaction, except for assets and liabilities
recognized at fair value through profit or
loss whose transaction costs are immedi-
ately recognized in the income statement.

Fair value is understood to be the
amount for which an asset or liability can
be transferred or liquidated between inde-
pendent, informed parties, interested in re-
alising the transaction under normal mar-
ket conditions. The fair value of a financial
instrument, at the time of initial recognition,
is generally its transaction price.

Fair value is determined on the basis
of prices in an active market or valuation
methods if no such active market exists. A
market is considered active if transactions
are performed regularly.

At each balance sheet date, BCIl as-
sesses if there is any objective evidence
on whether a financial asset or group of fi-
nancial assets is/are impaired. A financial
asset is considered to be impaired if, and
only if, there is any objective evidence of
loss of value, deriving from the occurrence
of one or more events after the asset's
date of initial recognition and provided that
such events have an impact on the esti-
mated future cash flows of the financial as-
sets. Evidence of impairment may include
signs that a debtor, or group of debtors, is
in financial difficulty, in default or in arrears
on settlements of capital or interest, the
probability of bankruptcy or the implemen-
tation of financial restructuring operations
and whenever any information indicates a
decrease in value of future cash flows.

i. Financial assets at fair value
through profit or loss

This category includes financial assets ir-
revocably classified at the time of their initial

recognition as financial assets at fair value
through profit or loss.

Financial assets classified in this
category are recognized in the balance
sheet at fair value. The gains and losses
generated by their subsequent valuation
are recognized as income for the year.

iil. Investments held to maturity

Low risk fixed-income securities the bank
intends and has capacity to hold to maturity
are included in this category.

These financial assets are recognized
at amortised cost. In accordance with this
method, the value of the financial instrument
at each balance sheet date comprises its
initial cost, taking into account any discount
or acquisition premium and commissions
which are an integral part of the effective
interest rate, less capital repayments and
impairment losses, adjusted for amortisa-
tion using the effective rate method.

Interest is recognized on the basis of
the effective interest rate method, enabling
the amortised cost to be calculated and in-
terest split up over the period of the finan-
cial operation. The effective rate is the rate
that, being used to discount the estimated
future cash flows associated with the finan-
cial instrument, enables its present value to
be matched with the value of the financial
instrument at the date of initial recognition.

BCIl performs a separate assessment
on whether there is any evidence of impair-
ment on financial assets held to maturity.
If there is any objective evidence of im-
pairment losses, the amount of the loss is
determined on the basis of the difference
between the asset’'s book value and the
present value of the asset’'s future cash
flows. The asset’s book value is reduced
and the loss is recognized in the income
statement.

If, in subsequent periods, the amount
of the impairment loss is reduced by the
occurrence of an event after the recogni-
tion of the loss, any previously registered
amounts should be adjusted.

This account heading exclusively com-
prised securities owned by the Bank at 31
December 2009 and 2008.
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iii. Loans and receivables

Loans and receivables are financial assets
with fixed or determinable payments and
an agreed maturity date, not listed on ac-
tive markets.

Loans and receivables include loans
made by the bank to customers and credit
institutions which are not traded on an ac-
tive market and which it has no intention
to sell.

At their time of initial recognition, loans
and receivables are recognized at their
fair value, less any commissions included
in the effective rate, plus all incremental
costs directly attributable to the transaction.
These assets are subsequently valued at
amortised cost, using the effective interest
rate method and subject to impairment
tests. Interest is recognized using the ef-
fective rate method.

Guarantees issued and
irrevocable commitments

Liabilities for guarantees issued and irrevo-
cable commitments are recognized in off-
balance sheet accounts for the amount at
risk, whose interest, commmissions or other
income are recognized in income ac-
counts over the course of the operations’
lives. These operations are subject to im-
pairment tests.

Impairment

BCI regularly performs impairment tests on
its loans and receivables. Signs of impair-
ment are identified on an individual basis
for credit in which there is a significant level
of exposure and on a collective basis on
like-for-like assets, whose balances are
not individually significant.

Under IAS 39, a financial asset is im-
paired when there is evidence of the occur-
rence of one or more event losses after the
asset’s initial recognition and when such
events have an impact on the estimated
recoverable value of the said asset’s future
cash flows.

Under the terms of IAS 39, the follow-
ing events are considered to be signs of
impairment of financial assets:

-  Failure to comply with contractual

Notes to the Financial
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clauses such as arrears of interest or
capital;

- Incidents of defaults in the financial sys-
tem;

- Existence of existing operations deriving
from credit restructuring operations or
from credit restructuring negotiations in
progress;

- Difficulties in terms of the capacity of
partners and management, i.e. when
leading partners or principal senior staff
leave the company and in the event of
disagreements between partners;

- Debtor or debt issuing entities’ signifi-
cant financial difficulties;

- Existence of a strong probability of a
declaration of bankruptcy by the debtor
or debt issuing entity;

- A decrease in the debtor's competive-
ness;

- Historical records of collections sug-
gesting that the nominal value will never
be fully recovered;

Separate analysis

For assets in which there is objective evi-
dence of impairment, on a separate basis,
impairment is calculated on an individual
borrower basis, based on the information
contained in the bank’s credit risk analysis
which considers, inter alia, the following
factors:

- The customer’s global exposure and
type of liabilities to the bank: financial
or non-financial operations (i.e. com-
mercial liabilities or good performance
guarantees);

- An analysis of customer risk, regularly
monitored by the bank, incorporating,
inter alia, the following characteris-

tics:
- the customer’'s economic-financial
situation;

- risk attached to the sector of activity in
which the customer operates;

- customer’s quality management,
measured by experience of the rela-
tionship with BCIl and the existence of
any incidents;

- quality of presentation of accounting in-
formation;
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- type and amount of guarantees associ-
ated with the liabilities to the bank;

- any non-performing credit.

Whenever signs of impairment of
separately analysed assets are identified,
the eventual impairment loss comprises
the difference between the present book
value of the expected future cash flows
receivable (recoverable value), discounted
on the basis of the asset’s effective original
interest rate and its book value at the time
of the analysis.

The expectable amount of credit
recovery reflects the cash flows which may
result from the executing of guarantees or
collateral associated with the credit, less the
costs of the respective recovery process.

Collective impairment analyses are
also performed on separately valued as-
sets upon which no objective signs of im-
pairment have been noted. Assets valued
separately and on which an impairment
loss has been recognized are excluded
from the collective analyses.

Collective analysis

The future cash flows of credit groups sub-
ject to a collective impairment analysis are
estimated on the basis of the historical date
available on losses relating to assets with
similar credit risk characteristics.

The amount of impairment is recog-
nized in the income statement.

iv. Available for sale financial
assets

This category includes:

- Variable-income securities not classi-
fied as assets recognized at fair value
through profit or loss;

- Bonds and other debt instruments clas-
sified therein at the time of initial recog-
nition.

Available for sale financial assets are as-

sessed at their fair value, except for equity

instruments not listed on an active market
whose fair value cannot be reliably esti-
mated, which continue to be recognized
at cost. Gains or losses resulting from fair
value changes are recognized directly in
own funds. At the time of disposal or if im-

pairment is determined, the accumulated
changes in fair value are transferred to the
income statement for the period.

Interest on debt instruments classified
in this category is determined by the effec-
tive rate method.

The dividends of equity instruments
classified in this category are recognized
as income, upon receipt.

v. Deposits and other resources

After initial recognition, customers’ and
credit institutions’ deposits and other finan-
cial resources are valued at amortised cost,
using the effective interest rate method.

BCIl ceases to recognise financial as-
sets when:

- The contractual rights to the asset’s as-
sociated cash flows have expired,;

- Thebankhastransferred the contractual
rights to the cash flows deriving from the
asset, in addition to having substantially
transferred all of the risks and benefits
attached to the asset, or control of the
asset, not having, however, transferred
all of the risks and benefits associated
with the asset.

A financial liability is no longer recognized
when the respective liability has been satis-
fied, cancelled or expires. When the liability
is replaced by another liability from the
same borrower under substantially different
conditions or the conditions attached to a
liability are substantially modified, such a
modification, or exchange is processed as
the recognition of a new liability and conse-
quent derecognition of the original liability
with the difference between the respective
amounts being recognized in the income
statement for the period.

The purchase of securities under repos
agreementsis notrecognizedinthe securities
portfolio. The funds delivered are recognized
as a credit, on the settlement date and the
amount of the interest is periodised.

Securities sold under repos agreements
are maintained in the portfolio in which they
were originally recognized. Funds received
are recognized, at the settlement date, in a
specific liabilities account and the amount
of interest is periodised.
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Financial assets and liabilities are only
offset and their net value recognized in the
balance sheet, when BCl is entitled to do so
and intends to make settlement, in cash, or
realise the asset while simultaneously liqui-
dating the liability.

(e) Non-current assets held for sale
(IFRS 5)

Non-current assets or groups of assets
and liabilities, for sale, are classified as be-
ing held for sale whenever their balance
sheet value is expected to be essentially
recovered on the basis of their sale and not
their continued use. For an asset (or group
of assets and liabilities) to be classified in
this account heading, the following require-
ments must be met:

- There should be a strong probability of
the sale;

- The asset should be available for im-
mediate sale in its present state;

- The sale is expected to occur within a
year from the asset’s classification in
the said heading.

Assets recognized in this account heading
are not depreciated and are valued at cost,
or fair value, whichever the lesser, less the
costs incurred on the sale. The fair value of
such assets is determined on the basis of
valuations carried out by specialised enti-
ties.

Impairment losses are recognized
in the adequate account heading if the
balance sheet amount is less than the fair
value, less the costs of the sale.

Property and other auctioned assets
received on the recovery of overdue credit
are recognized at the bid price, with the lia-
bility being regularised when the respective
judicial procedures have been completed,
to offset overdue credit.

(f) Investment properties (IAS 40)

Investment properties are properties held
by BCI with the objective of obtaining rental
income or for valuation purposes.

After initial recognition, investment
properties are measured using the cost
less accumulated amortisation model and
accumulated impairment losses

Notes to the Financial
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(g) Other tangible assets (IAS 16)

Tangible assets used by BCI during the
course of its operations are recognized at
cost, less depreciation and accumulated
impairment losses. The subsequent costs
are only recognized as a separate asset if
they are likely to produce future economic
benefits for BCl. Maintenance and repairs
and other expenses incurred on use are
recognized in the income statement for the
period in which they are incurred.

The depreciation of tangible assets is
calculated on a systematic basis during the
asset’'s estimated useful life, comprising
the period for which the asset is expected
to be usable:

Years of useful life

Property 30a45
Works on buildings 25
Equipment 7

The bank regularly performs an adequacy
test on the estimated useful lives of its tan-
gible assets. Changes in assets’ expected
useful lives are recognized by changing the
period or depreciation method, as appro-
priate, and recognized as changes to ac-
counting estimates.

Expenses on buildings which are not
owned by the bank are depreciated in ac-
cordance with a period compatible with
their expected use or the rental contract.

Analyses designed to identify signs
of impairment on tangible assets are
periodically performed. An impairment loss
is recognized in the income statement for
the period whenever the net book value of
tangible assets exceeds their recoverable
value. BCI reverses impairment losses in
the income statement for the period if there
is a subsequent increase in an asset’s re-
coverable value.

As provided for in IFRS 1, tangible as-
sets acquired up to 01 January 2006 (tran-
sition date) were recognized at their fair
value, at the said date and the resulting
value considered as a cost.

A tangible asset is no longer recog-
nized when it is disposed of or when its
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use or disposal is not expected to produce
future economic benefits. Any gain or loss
deriving from an asset’s derecognition (cal-
culated as being the difference between the
income on the sale and the asset’s book
value) is recognized in the income state-
ment for the derecognition period.

(h) Leases (IAS 17)

Determination on whether an agreement
contains a lease is based on the substance
of the agreement and requires an
assessment on whether compliance is
dependent on the use of a specific asset
and whether the agreement entitles such
an asset to be used.

BCI as lessee

Leases which substantially transfer all of
the risks and benefits attached to an as-
set’'s ownership to the bank, are capitalised
at the initial date of the agreement at the
asset’s fair value or the present value of the
minimum lease payments, whichever the
lesser and included in tangible assets, with
the lessor’'s corresponding liability being
recognized in other liabilities.

Tangible assets acquired under
leases are depreciated during the period
of the lease or their useful life, whichever
the shorter. Instalments relating to lease
agreements are split up in accordance with
the respective financial schedule, whose
liability is reduced by the part corresponding
to the payment of the capital. The payment
of interest is recognized in the income
statement for the period.

Payments associated with operating
leases are not recognized in the balance
sheet. Operating lease payments are
recognized as straight line expenditure for
the period of the lease and in the operating
expenses account heading.

BCI as lessor

Lease operations in which the bank does
not substantially transfer all of the risks and
benefits attached to the leased asset's
ownership are classified as operating leases.
BCI’'s investment properties, which generate
rental income, are classified as such.

Leased assets are recognized in the
balance sheet as “loans and advances to
customers”, which are repaid by the pay-
ments of the capital set out in the agree-
ment’s financial schedules. The interest in-
cluded in the instalments is recognized as
income for the period.

(i) Intangible assets (IAS 38)

BCI recognises expenses on the acquisi-
tion, development or preparation of soft-
ware for its own use as intangible assets.
In cases in which the requirements defined
in IAS 38 are met, direct internal costs in-
curred on the development of software are
capitalised as intangible assets.

Intangible assets are recognized at
cost, less depreciation and accumulated
impairment losses

Depreciation is recognized on a sys-
tematic basis, over the course of the as-
sets’ estimated useful lives which is nor-
mally 3 years. The depreciation period and
depreciation method used for intangible
assets with a defined useful life are re-
viewed at the end of each period. Changes
to expected useful lives are recognized as
changes to estimates.

Expenses on software maintenance
are recognized for the year in which they
are incurred.

(i) Impairment of non-financial assets
(IAS 36)

At each report date, or more frequently in
the event of the occurrence of any changes
indicating that a specific asset may be im-
paired, the bank examines whether there
are any signs that a non-financial asset
may be impaired. If this appears to be the
case, the bank estimates the respective
recoverable amount and, if this is less than
the book value, the asset is impaired and its
value reduced to its recoverable amount.
At each balance sheet date, the bank
reassesses if there is any indication of
whether a previously recognized impair-
ment loss may no longer exist or may have
been reduced. If such an indication exists,
the bank estimates the asset’s recoverable
value and reverses previously recognized
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impairment losses only in the event of the
occurrence of changes to the estimates
used to assess the recoverable amount
since the loss’s recognition.

(k) Recognition of revenue and
expenses (IAS 18)

Credit is recognized provided that it is likely
to provide the bank with economic benefits
and provided that such revenues can be
reliably measured. Revenue recognition
also complies with the following criteria:

Interest, income and similar expenses

For all financial instruments valued at
amortised cost and interest related with
available for sale financial instruments,
interest expenses and Iincome are
recognized at the effective interest rate
which discounts the estimated future
payments during the expected life of the
financial instrument or shorter period, if
appropriate, to the asset's or financial
liability’s book value. The calculation takes
into consideration all of the contractual
terms attached to the financial instruments
and includes commissions or additional
costs directly related with the instrument,
considered to be an integral part of the
effective interest rate, not considering future
losses.

If the value of a financial asset or group
of financial assets has been reduced as the
result of an impairment loss, the interest in-
come is hereinafter recognized using the
interest rate used to discount the future
cash flows for the purposes of quantifying
the impairment loss.

Income from charges and
commissions

BCI makes charges for and receives com-
missions on diverse financial services pro-
vided to its customers. The said income can
be divided up into the following categories:

Income obtained for services provided
over a specific time period

Income obtained for services provided
over a specific time period, including
commissions, is split up and recognized
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in the corresponding period. Commissions
relating to credit are deferred and
recognized as an adjustment to the loan’s
effective interest rate.

Income obtained for intermediation
services

Commissions deriving from trading or par-
ticipation in a business transaction with third
parties is recognized when the transaction
is finalised.

Rental income

Rental income from investment properties
is recognized on a straight line basis
during the period of the agreement in other
operating income in the income statement.

() Cash and cash equivalents

Cash and cash equivalents, as set out in
the statement of cash flows, include the
amounts set out in the balance sheets in
the cash, current accounts with central
banks and highly liquid investments ac-
count headings.

(m) Income tax (IAS 12)

The bank, in accordance with the cus-

toms and fiscal incentives provided for in

the Code of Fiscal Benefits in Mozambique

(CBFM), approved under Decree 12/93 of

21 July, enjoys the following benefits up to

21 December 2013:

A 50% (fifty per cent) reduction in the

rate of tax on the “Income of Collective

Persons” (corporate tax)

- The possibility of deducting the ex-
penses on training programmes for
Mozambican workers from the IRPC
calculation, up to a maximum of 5%
(five per cent) of taxable income; and

-  Exemption from tax on own funds or
loans and respective interest, when in-
vested under the scope of the project.

Total income tax recognized in the income

statement includes current and deferred

taxes.

Current tax

Current tax assets or liabilities are estimated
on the basis of the amount expected to be
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recovered from or paid to the fiscal authori-
ties. The rate of tax in force used to calcu-
late the amount is the rate in force at the
date of the balance sheet.

Current tax is calculated on the basis of
taxable profit for the year, which is different
from accounting income owing to adjust-
ments to taxable income resulting from ex-
penses or income which are not relevant
for fiscal purposes or only considered in
other accounting periods.

Deferred tax

Deferred tax assets and liabilities comprise
the amount of tax to be recovered and paid
in future periods resulting from temporary
differences between the balance sheet
value of an asset or liability and its taxable
base. The carry-back of tax losses to previ-
ous years and fiscal benefits also give rise
to deferred tax assets.

Deferred tax assets are recognized
up to the amount by which the existence
of future taxable profit, permitting the use
of the corresponding deferred assets is
probable.

Deferred taxes were calculated on the
basis of the fiscal rates decreed for the pe-
riod in which the respective asset or liability
is expected to be realised.

Income tax (current or deferred) is
recognized in the income statement for
the period, except for cases in which
the originating transactions have been
recognized in other own funds accounts.
In these situations, the corresponding tax
is also recognized as a charge to own
funds and does not affect income for the
year.

(n) Provisions and contingent liabilities
(IAS 37)

BCI sets up provisions whenever it has a
present (legal or constructive) obligation
resulting from past events involving the
probable future expenditure of resources
and when this may be reliably determined.
The amount of the provision comprises the
best estimate of the amount to be paid to
liquidate the liability at the date of the bal-
ance sheet.

(o) Guarantees (IAS 37)

During the course of its activity, BCI issues
guarantees, letters of credit and sureties.
These guarantees are recognized in off-
balance sheet accounts and disclosed as
contingent liabilities.

(p) Employee benefits (IAS 19)

Liabilities for the retirement pensions of
former BF workers have been incorporated
into BCI's liabilities under the terms of the
merger dated 04 December 2003.

The former BF was a signatory to the
Collective Wage Bargaining Agreement
(ACT) of 30 December 1997, in force for
the banking sector. Its local employees or
their families are, therefore, entitled to cash
payments in the form of old age, disability
and survivors’ pensions.

Such payments are based on workers’
length of employment and their respec-
tive remuneration at the date of retirement
which is updated in line with the wage
scales annexed to the ACT, which are re-
vised annually.

As workers are enrolled with the Na-
tional Social Security System, BCI’s liabili-
ties consist of the payment of retirement
subsidies.

The amount of liabilities for past services
is determined annually, by specialised ac-
tuaries, using the “Projected Unit Credit”
method and adequate actuarial presuppo-
sitions (Note 4.20).

Gains and losses on the differences
between the actuarial and financial presup-
positions used and the amounts effectively
verified, in addition to amounts resulting
from changes to the actuarial presuppo-
sitions, are recognized as income or ex-
penses when the accumulated unrealised
actuarial gains and losses at the end of the
preceding year exceed 10% of the present
value of liabilities for past services or the
value of the pension fund relating to the
same date, whichever the higher of the
two. Actuarial gains or losses which ex-
ceed the “corridor” are recognized in the
income statement for the average period
of time up to the expected retirement age
of workers included in the plan.
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At the transition date, BCl adopted the
exception provided for in IFRS 1, of not re-
calculating deferred actuarial gains and
losses since the inception of the plans.

(q) Treasury shares (IAS 32)

The bank’s treasury shares are deducted
from own funds. Any gains or losses
realised on their sale are not recognized in
the financial statements.

(r) Dividends from ordinary shares
(IAS 10)

Dividends from ordinary shares are
recognized as a liability and deducted
from own funds when they are declared
and are no longer at the bank’s discretion.
Dividends for the year approved after the
date of the balance sheet are disclosed
as an event occurring after the date of the
balance sheet.

(s) Earnings per share

Basic earnings per share are calculated by
dividing income attributable to BCI share-
holders by the average weighted number
of ordinary shares issued, excluding the
average number of ordinary shares pur-
chased by the bank and held as treasury
shares.

Principal estimates and
uncertainties associated with

the application of the accounting
policies

The IFRS establish a series of accounting
policies requiring the board of directors
to make judgements and estimates. The
estimates and associated presuppositions
arebasedonthebank’spastexperienceand
other factors considered to be reasonable
in accordance with the circumstances and
as a basis for judgments on the values of
assets and liabilities, when not evident from
other sources. The principal accounting
estimates used by BCI are set out below:
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Impairment on loans and receivables

BCIl periodically reassesses evidence
of impairment, to gauge the need for
the recognition of additional impairment
losses. Estimates provided by the bank’s
management for calculating the amounts
related with future cash flows are used to
determine the potential loss level. These
estimates are based on presuppositions
involving diverse factors, whose effective
income may be subject to future change,
resulting in changes to the amounts set up
to cover effective losses.

In addition to the separate impairment
analysis, the bank performs a collective
impairment analysis on its credit portfolio to
provide for situations involving loss of value
which, although not specifically identifiable,
incorporate a major risk of default vis-a-vis
the initial situation at the time of recogni-
tion.

BCI considers that the determination
of impairment based on the methodology
presented enables the risk associated with
its credit portfolio to be adequately recog-
nized.

Financial instruments recognized
at fair value

When the fair value of financial assets
and liabilities recognized in the balance
sheet cannot be determined on the basis
of their respective prices in an active
market, they are determined by the use
of valuation techniques, including the use
of mathematical models. The input for the
referred to models is based on available
market information. Whenever, however,
this is not practicable, judgments on the
determination of the fair values of financial
instruments are made.

Information on financial instruments
measured at fair value at the date of the
balance sheet ranked by order of fair value
is given below:
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Level 1 Level 2 Level 3

Bonds and Other Securities
Treasury Bills - 2,547,702,259 -
Treasury Bonds 217,184,278 - -
Structured Deposits - 147,124,679 -
217,184,278 2,694,826,938 -
Debt Securities 204,973,958 - -
12,210,319 2,694,826,938 -

Information on financial instruments measured at fair 31 De-
cember 2008, ranked in order, is set out below:

Level 1 Level 2 Level 3

Bonds and Other Securities
Treasury Bills - 2,977,391,802 -
Treasury Bonds 249,647,752 - -
Structured Deposits - 257,264,966 -
249,647,752 3,234,656,768 -
Debt Securities - - -
249,647,752 3,234,656,768 -

Employee benefits

As set out in note 3.19, BClI’s liabilities for
its employees’ post-employment benefits
are determined annually on the basis of
actuarial assessments, performed by
independent experts. These actuarial
assessmentsincorporate, interalia, financial
and actuarial presuppositions on mortality,
disability, wage and pension increases. The
presuppositions used comprise BCl's and
its actuaries’ best estimates of the future
behaviour of the respective variables.

Owing to the long term nature of such
plans, the estimates are subject to a signifi-
cant level of uncertainty

Income tax

BCI assesses its income tax (current and
deferred) on the basis of the rules defined by
fiscal legislation. In several cases, however,
fiscal legislation is not sufficiently clear and
objective and may give rise to different
interpretations. The amounts recognized,
in such cases, have been determined
on the basis of BCl's best understanding
of the adequacy of the framework of its
operations and may be queried by the
fiscal authorities.

(t) Standards and interpretations issued
but still not effective

At the end of 2009, the IASB had issued the
following International Financial Reporting
Standards effective for periods beginning
on or after 01 January 2009, not yet
adopted by the bank.

IFRS 5 - Non-current assets
held for sale and discontinued
operations

The scope of IFRS 5 was clarified to make
it clear that only the disclosures specified in
IFRS 5 apply to non-current assets availa-
ble for sale (or disposal groups) and for dis-
continued operations. Disclosures in other
IFRS standards are not applicable, unless
required by the other IFRS standards:

- Specific explanatory notes relating to
non-current assets available for sale or
discontinued operations; or

- Explanatory notes on the measurement
of assets and liabilities included in the dis-
posal group, considering that such assets
and liabilities are not within the measure-
ment scope of IFRS 5 requirements per
se and that the additional disclosures re-
quired by other IFRS standards have still
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not been realised in another note set out

in the financial statements.
In addition, additional disclosures on non-
current assets available for sale (or dis-
posal groups) may be necessary in order
to comply with the general requirements of
IAS 1, particularly paragraphs 15 and 125
of the standard.

This standard did not have any impact
for BCl in 2009.

IFRS 9 - Financial instruments,
part 1: Classification and
measurement

IFRS 9, replaces the parts of IAS 39 related
with the classifications and measurement
of financial assets and their adoption is

mandatory starting from 01 January 2013.

Several key elements include:

e The obligation to classify financial as-
sets in 2 major measurement catego-
ries: fair value and amortised cost. The
decision should be taken at the time
of the asset’s initial recognition which
is, on the one hand, dependent on the
entity’s business model in its manage-
ment of financial instruments and, on
the other the characteristics of the as-
sets in terms of releasing cash flow.

e The measurement of the financial as-
set at amortised cost only if it is a debt
instrument and if the objectives of the
entity’s business model are to hold the
asset to obtain cash flows (contracted)
on them representing only the payment
of principal and interest. All of the other
debt instruments should be measured
at fair value through profit or loss.

e The accounting of equity instruments at
fair value and equity instruments held
for trading at fair value through profit or
loss. In the case of all other instruments
an irreversible choice should be made
at the time of initial recognition for the
purpose of the recognition of realised or
unrealised fair value gains or losses in
the form of income other than profit or
losses. The choice may be made on a
case by case basis and the dividends
should be recognized as profit or losses

Notes to the Financial
Statements
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provided that they comprise a return on
the investment.

IFRS 1 and IAS 27 - Cost of
an investment in a subsidiary
or a jointly controlled entity or
associate

The amendment to IFRS1 enables amor-
tised cost or the fair value of an asset un-
der the previous regime to be adopted,
upon first use, when measuring the initial
cost of investments in subsidiary or associ-
ated entities for the purposes of presenting
separate financial statements. The new
standard also discontinues the definition
of the measurement method used in IAS
27 and requires entities to recognise divi-
dends from investments in subsidiaries or
associated companies as revenue in the
investor's separate financial statements.
This standard came into effect on 01 July
2009.

IFRS3 - Business combinations

Although IFRS 3 continues to apply the
acquisition method in business combi-
nations, several significant amendments
have been introduced. Several examples
are the form of recognition of the pay-
ments of the amount of the investment in
the acquisition of a business and all costs
related with the acquisition, which are now
recognized as expenditure for the period.
This standard, which came into effect on
01 July 2009 does not have any impact on
BCI this year.

IAS 27 - Separate and
consolidated financial statements

Under the scope of the new interpretation of
IAS 27, the effects of all of the transactions
with minority shareholders are recognized
in shareholders’ equity, provided that
there are no changes to the control of the
company and if the referred to transactions
will never result in goodwill or gains/
losses. The standard defines, inter alia, the
accounting mechanisms in the event of loss
of control in a company. The amendments
provided for by IAS 27, which came into
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force in July 2009, do not have any impact
on BCI this year.

IAS 39 - Financial instruments:
recognition and measurement

The revision of this standard aims to issue
corporate guidelines for the determination
of the risk involved in operations with finan-
cial instruments. The revision came into ef-
fect in July 2009 and does not have any
impact on BCI in 2009.

IFRIC 27 - Payment of dividends
to shareholders

IAS 27, which came into effect on 01
July 2009 issues instructions for the
measurement of dividends, other than
cash or equivalents, paid to shareholders. It
states that a dividends liability is recognized
when the dividend has been authorized by
the competent entity upon whose decision
it is no longer dependent. The liability
should be recognized at the fair value of the
assets to be distributed with the difference
between the amount paid and the amount
brought forward relating to the net amount
of the asset distribution being recognized in
the income statement.

IFRIC 18 - Transfers of Assets

IFRIC 18 clarifies the  accounting
methodology for the transfer of assets from
customers. The standard also applies to
agreements in which an entity receives
amounts in cash from a customer, when
such amounts should only be used for the
construction or acquisition of an asset.

3. Notes

3.1 Cash and cash equivalents
with central banks

Information on this account heading is set
out below:

31-Dec-09 31-Dec-08
Cash 1,195,833,020 747,569,056
Deposits with Bank
of Mozambique 2,089,949,175 1,830,377,254

3,285,782,195 2,577,946,310

The cash accountheading includes amounts
of 719,838,149 and 475,994,871 Meticais,
in domestic and foreign banknotes and
coins, respectively, held by the bank at 31
December 2009. The domestic bank notes
and coins balance also includes amounts of
340,261,200 and 121,311,800 Meticais, re-
lating to cash funds in ATMs at 31 Decem-
ber 2009 and 2008, respectively.

The objective of cash equivalents with
the Bank of Mozambique is to comply with
the legal requirements to set up mandatory
reserves. The regime in force at 31 Decem-
ber 2009, provided for by Bank of Mozam-
biue Official Notice no. 06/GBM/2009,
determines the maintenance of deposits
in domestic currency with the central bank,
comprising at least 8% of residents’ average
deposits balance, non-residents’ deposits
balance and state deposits. No interest is
paid on these mandatory deposits.

3.2 Cash equivalents with credit
institutions

Information on this account heading is set
out below:

31-Dec-09  31-Dec-08

Sight deposits and other cash assets
In credit institutions in Mozambique - 7,870
In credit institutions abroad 749,340,894 318,366,959

In credit institutions abroad

In credit in stitutions in Mozambique 323,603 11,232,647
In credit in stitutions abroad 71177176 7,552,249
756,841,673 337,159,725
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The balance on the cheques pending set-
tlerment account heading refers to cheques
drawn on other credit institutions by third
parties whose amounts are presented for
collection in the first few days of the follow-
ing year.

3.3 Financial assets recognized
at fair value through profit or
loss

The following is a breakdown of this ac-
count heading:

31-Dec-09  31-Dec-08
Structured deposits 145,950,000 255,000,000
Fair value adjustment 1,174,679 2,264,966

147,124,679 257,264,966

BCI subscribed for two structured deposits
maturing in April 2010, for the amount of
USD 5 million each, from BNU Macau in
2005. Under the terms of the agreement,
the bank will only receive interest if the
relevant indexer is within the agreed fluc-
tuation band. Fair value, at 31 December
2009 and 2008, was determined directly
by CGD'’s Risk Department.

The fair value of the structured de-
posit was determined on the basis of the
discounted cash flow method, taking into
consideration the contractual conditions
attached to the operations and adequate
interest rates for the type of financial invest-
ment, notably as regards the asset’'s ma-
turity.

3.4 Available for sale financial
assets

Information on this account heading is set
out below:

31 Dec 09 31 Dec 08

Bonds and other securities 2,764,886,536 3,227,039,554
Issued by public entities  2,635,420,200 3,117,114,202
Issued by other entities 129,466,335 109,925,352
Financial Investments 51,000,000
2,764,886,536 3,278,039,554

Notes to the Financial
Statements
(amounts in Meticais)

The bonds and other securities issued by
public entities account heading mainly
comprises Treasury Bills (2,547,702,259
and 2,977,391,802 Meticais in December
2009 and 2008, respectively), with
maturities of between 3 months and 1 year.
Interest at rates of between 10.30% and
13.95% is paid on these securities, which
were acquired at Bank of Mozambique
liquidity auctions. As there is no active
market for financial assets with similar
characteristics, i.e. as regards the maturity
of the portfolio securities, fair value was
calculated using a valuation method based
on the market information available at each
relevant date. The expenses incurred on
the increase in the value of the Treasury
Bills was recognized directly in own funds
in accordance with IAS 39.

The bonds and other securities issued
by other entities account heading at 31 De-
cember 2009, comprised:

Mocambique Celular bonds 2005

The portfolio comprised 1,255,371 bonds
issued by Mocambique Celular, S.A.R.L
at 15 December 2005, with a nominal
value 10.40 Meticais, fully redeemable at
15 December 2010. The coupon rate is
the weighted average interest rate of the 6
last issues of Treasury Bonds with a matu-
rity of more than 60 days plus a spread of
3.75%.

Mocambique Celular bonds -
2008/1l Series

The value of the portfolio was 12,603,338
Meticais comprising 137,425 bonds issued
by Mogambique Celular, S.A.R.L at 11 Oc-
tober 2008, with a nominal value 88.80
Meticais, fully redeemable at 10 January
2013. The coupon rate is the weighted
average interest rate of the 6 last issues
of Treasury Bonds with a maturity of more
than 60 days plus a spread of 3.75%.

ASA - Aeroportos e Seguranca
Aérea, SA bonds

The amount of 59,703,754 Meticais com-
prises 153,000 bonds issued by ASA -




Aeroportos e Seguranca Aérea, SA in Au-
gust 2007, with a nominal value of €6.54
redeemable in August 2012. The variable
rate on each six months coupon is indexed
to the base annual rate or 6 months Euribor
rate, whichever the higher, plus a spread
of 2,25% and redeemable at their nominal
value.

3.5 Loans and advances to credit
institutions

Fast Ferry bonds

The portfolio comprised 111,000 bonds
with a nominal value of €9.01 each re-
deemable at 24 July 2015, with a counter
value of 44,023,146 Meticais. The nomi-
nal interest rate applicable to each of the
interest periods is fixed at 9% p.a.

Information on this account heading is set out below:

31-Dec-09 31-Dec-08

Loans and advances to credit institutions in Mozambique 10,588,181 448,141,073

Interbank money market - 392,000,000

Loan - short term 740,052 27,578,224

Loan - medium and long term 9,856,571 28,562,850

Deferred income from lending operations (8,442) -

Loans and advances to credit institutions abroad 2,001,615,062 2,199,864,358

Very short term loans and advances 486,181,189 595,403,656

Deposits 1,515,433,872  1,604,460,702

2,012,203,243 2,648,005,431

3.6 Loans and advances to Customers
Information on this account heading is set out below:
31-Dec-09 31-Dec-08

Domestic Currency Foreign Currency Total Domestic Currency Foreign Currency Total
Loans 6,357,563,114  10,971,662,170 17,329,225,284 3,720,223,752 4,953,931,518  8,674,155,270
Current account loans 3,220,782,082  1,304,417,427  4,525,199,509 2,267,539,957 1,125,523,313  3,393,063,270
Financial leases 884,263,170 267,432,095 1,151,695,265 472,559,292 310,002,328 782,561,620
Credit cards 151,473,920 0 151,473,920 13,677,830 0 13,677,830
Discounted bills and promissory notes 361,183,266 83,037,499 444,220,765 167,494,963 106,639,760 274,134,723
Bank overdrafts 544,618,860 212,670,765 757,289,625 167,122,079 562,914,241 730,036,320
11,519,884,412 12,839,219,956 24,359,104,368 6,808,617,873  7,059,011,160 13,867,629,033
Bank overdrafts 660,912,777 620,765,866
23,698,191,592 13,246,863,167
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Information on the sectoral structure of BCl’'s credit portfolio at 31 December 2009 and
2008, is set out below:

31-Dec-09 31-Dec-08

Agriculture and fisheries 1,433,262,150 1,110,008,441
Industry 1,794,958,585 1,247,240,796
Energy 3,830,526,076 2,027,428,616
Construction 992,610,784 319,566,396
Tourism and hotels 933,239,060 689,943,599
Commerce and services 2,498,652,272 1,295,692,548
Transport 5,564,744,018 2,530,361,214
Non-monetary financial institutions 191,097,583 87,635,144
Individual customers 2,592,808,515 1,553,442,552
Other sectors 4,527,205,325 3,006,309,727
24,359,104,368 13,867,629,033

Information on the maturity dates of loans and advances to customers at 31 December
2009 and 2008, is set out below:

31-Dec-09 31-Dec-08

Up to three months, including repayable on demand 3,570,776,457 2,665,069,742
More than three months and less than one year 1,963,367,886 1,810,505,333
More than one and less than five years 4,768,945,123 3,067,283,620
More than five years 13,794,589,325 6,141,879,932
No defined maturity date 261,425,577 182,890,406
24,359,104,368 13,867,629,033

Information on loans and advances not having a defined maturity date, refer to overdue
(capital and interest) loans and advances.

Information on the reduction in the recoverable value of loans and receivables is set
out below:

31-Dec-09 31-Dec-08

Balance at 01 January 620,765,366 600,489,301
Use (51,893,544) (101,398,087)
Increase net of impairment for period 92,040,455 121,599,650
Transfers - 75,000
660,912,777 620,765,864

Reduction of separate recoverable amount 323,339,122 215,314,235
Reduction of collective recover able amount 337,573,655 405,451,630

660,912,777 620,765,865
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3.7 Investments

Information on this account heading is set
out below:

31-Dec-09

31-Dec-08

Amount (MZN)

Equity investment (%)

Amount (MZN)  Equity investment (%)

Subsidiaries and associated companies

INTERBANCOS 2,014,597 38.00% 2,014,597 39.96%
BCI ALD, Lda 40,000 25.00% 40,000 25.00%
IMOBCI, Lda 460,000 10.00% 460,000 10.00%
GCI-Soc. Gestora Fundos, SARL 233,699 9.00% 233,699 9.00%
BPI - Dealer 210,000 10.50% 210,000 10.50%
2,958,296 2,958,296
Accumulated impairment (2,014,597) (2,014,597)
943,699 943,699

BCl's share of the accumulated losses
made by Interbancos, SARL was limited to
the amount of its investment.

3.8 Non-current assets held for
sale

31-Dec-09
96,937,363

31-Dec-08
22,068,723

Property

BCI recognises property and other assets
obtained from the recovery of credit, in
this account heading, with the exception of
those which do not meet the conditions of
IFRS 5 and which are, accordingly, recog-
nized in the other tangible assets account
heading.

BCI intends to dispose of the assets
recognized in the referred to account
heading and is engaged on realising the
transactions. The failure to complete the
sales process by year end derives from cir-
cumstances beyond BCI's control. The bank
remains committed to the sales schedule
of the assets included in this category. The
bank, in 2009, obtained property, by calling
in an estimated amount of 81,643,488 mil-
lion Meticais in collateral guarantees. The
bank is currently engaged on disposing of
the assets still in its possession.

3.9 Investment properties

Information on the evolution, gross amounts
and depreciation of the investment proper-

ties account heading, for the periods 2009
and 2008 is set out below:

31-Dec-09 31-D ec-08

Gross Amount

Start of period 24,009,176 24,009,176
Additions - -
Transfers - -
24,009,176 24,009,176
Accumulated Depreciation
Start of period 4,302,519 3,797,220
Depreciation for period 320,124 505,299
Adjustments 615,809 -
Impairment recognized in period - -
Impairment reversed in period - -
5,238,452 4,302,519

Amount entered 18,770,724 19,706,657

Investment properties are valued by the
cost model and are depreciated on a
straight line basis over a period of 42 years,
as the period considered by BCI for enjoy-
ing the respective benefits. The remaining
useful life of investment properties was re-
vised with reference to early 2006 which
the bank considers continues to be ade-
quate in 2009.

Rentalincome oninvestmentproperties
obtained by BCI, deriving from operating
leases, totalled 5,348,070 Meticais (against
1,886,443 Meticais in 2008). The bank did
not incur any direct operating expenses on
its investment properties this year.
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3.10 Other tangible assets

Information on other tangible assets account heading movements for 2009 and 2008 is set
out below:

Property  Equipment Other tangible Leased Assets in Total
in use assets property progress

Cost
01 January 2009 616,287,825 581,759,226 4,467,578 1,038,895 208,240,409 1,411,793,933
Acquisitions 18,260,068 158,966,073 935,460 - 290,958,336 469,119,937
Disposals and write-offs - 17,315,843 - - - 17,315,843
Adjustments - - - - (46,653,893)  (46,653,893)
Transfers 106,743,129 - - - (106,743,129) -
31 December 2009 741,291,022 723,409,456 5,403,038 1,038,895 345,801,723 1,816,944,134
Accumulated Depreciation
01 January 2009 90,192,824 302,328,000 397,806 1,038,895 - 393,957,525
Depreciation for period 23,044,073 94,657,419 - - - 117,701,492
Disposals and write-offs - (13,264,288) - - - (13,264,288)
Adjustments (6,291,739) 4745118 (397,806) - - (1,944,427)
Transfers = = = = = =
31 December 2009 106,945,158 388,466,249 1,038,895 - 496,450,302
Net amount
01 January 2009 526,095,001 279,431,226 4,069,772 - 208,240,409 1,017,836,407
31 December 2009 634,345,864 334,943,207 5,403,038 - 345,801,723 1,320,493,832
Cost
01 January 2008 578,238,095 481,629,472 3,571,662 1,038,895 64,778,133 1,129,256,257
Acquisitions 2,500,607 82,953,333 895,916 - 239,692,741 326,042,597
Disposals and write-offs - (14,487,643) - - - (14,487,643)
Adjustments - 3,357,491 - - (32,374,769)  (29,017,278)
Transfers 35,549,123 28,306,573 - - 63,855,696 -
31 December 2008 616,287,825 581,759,226 4,467,578 1,038,895 208,240,409 1,411,793,932
Accumulated Depreciation
01 January 200 8 68,977,740 241,811,559 397,806 1,038,895 - 312,226,000
Depreciation for period 20,310,305 68,821,728 - - - 89,132,033
Disposals and write-o ffs - (7,904,137) - (7,904,137)
Adjustments 904,780 (401,150) - - - 503,630
Transfers - - - - - -
31 December 2008 90,192,824 302,328,000 397,806 1,038,895 - 393,957,525
Net amount
01 January 2008 509,260,355 239,817,913 3,173,856 - 64,778,133 817,030,257
31 December 2008 526,095,001 279,431,226 4,069,772 - 208,240,409 1,017,836,407

The above referred to properties are located time Adoption of International Financial

on land which is rented by the government of
Mozambique. In accordance with Mozam-
bican legislation, all land is state-owned.
BClI chose opted to adopt the
exemption provided for in IFRS 1 - “First-

Reporting Standards” and revalued several
properties with reference to 01 January
2006, having used the value resulting from
the assessment, performed by independent
experts, as a deemed cost.




3.11 Intangible assets

Information on movements in the intangible
assets accounts for 2009 and 2008 is set
out below:

31-Dec-09  31-Dec-08

Cost

01 January
Additions
Adjustments
Transfers

32,514,259 24,047,957
6,590,452 8,466,302

39,104,711 32,514,259

Depreciation and Impairment

01 January

Spent in period

Adjustments
Disposals

22,941,169 21,567,361
2,890,709 2,146,402
-3,979,709 772,594

21,852,169 22,941,169

Net amount

17,252,542 9,573,090

Intangible assets refer to BCl's acquisition

of miscellaneous items of software.

3.12 Other assets

Information on the other assets account

heading is set out below:

31-Dec-09  31-Dec-08

Debtors and other loans and advances

Secured accounts

Tax to be recovered
Miscellaneous debtors
Partners’ loans

Other debtors

= 943,122

200,630 =
106,474,689 75,583,984
- 11,283,308

110,765 1,117,069

106,786,084 88,927,483

Income receivable
Other income receivable

5,898,248 6,520,131

5,898,248 6,520,131

Deferred expenditure
Rents

Insurance

Other deferred expenditure

47,722,366 42,132,932
4,108 14,804
17,585,893 16,244,346

65,312,367 58,392,082

Other accrual accounts
Offset accounts
Other internal accounts

265,989,164 178,771,008
4,563,145 30,687,508

270,542,309 209,458,516

Impairment

(20,171,804) (17,897,845)

428,367,204 345,400,366
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Information on impairment of other assets,
in 2009 and 2008, is set out below:

31-Dec-09 31-Dec-08
Balance at 01 January 17,897,845 17,897,845
Recovery/reversals - -
Use - -
Adjustments (1,807,275) -
Impairment increase in period 4,081,234 -

20,171,804 17,897,845

3.13 Central banks’ resources

The book value at 21 December 2009
comprises overnight investments with the
Bank of Mozambique using the permanent
lending facility.

3.14 Other credit institutions’
resources

Information on this account is set out be-
low:

31-Dec-09 31-Dec-08
Credit institutions’ resources in Mozambique
Deposits 107,037,165 192,549,801
Other resources 121,026,721 25,004,167
228,063,885 217,553,967
Credit institutions’ resources abroad

Deposits 3,225,532,733 1,585,388,604
Other resources 229,955,678 200,607,420
Loans 1,496,966,616 36,532
4,952,455,028 1,786,032,556
5,180,518,913 2,003,586,523

To improve liquidity management, notably
as regards maturity gaps on operations,
BCI took out several medium and long
term loans with Caixa Geral de Depodsitos
as a means of guaranteeing the funding of
lending operations with similar maturities.
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3.15 Customer resources

Information on this account heading is set out below:

31-Dec-09 31-Dec-08
Domestic Foreign Total Domestic Foreign Total

Currency Currency Currency Currency
Sight deposits 8,560,016,958 5,757,842,757 14,317,859,715  5,662,603,348 4,009,096,009 9,671,699,357
Deposits with advance notice 123,700,911 84,599,401 208,300,312 96,104,127 85,056,512 181,160,639
Term deposits 5,580,910,747 5,027,426,319 10,608,337,066  5,707,228,140 3,354,581,352 9,061,809,492
Other deposits 156,069,603 - 156,069,603 12,251,521 - 12,251,521
Cheques and orders payable 62,813,526 13,319,681 76,133,207 35,847,121 19,875,815 55,722,936
14,483,511,745 10,883,188,158 25,366,699,903 11,514,034,257 7,468,609,688 18,982,643,945

Information on the structure of the maturity period of term operations, at 31 December
2009 and 2008, excluding sales operations with repos agreements, is as follows:

31-Dec-09 31-Dec-08
Up to three months 6,007,396,008 6,140,651,602
More than three months and less than six months 1,369,401,549 774,452,311
More than six months and less than one year 2,384,234,232 2,013,767,744
More than one and less than five years 1,001,202,699 270,790,670
More than five years 54,402,890 43,307,805
10,816,637,378 9,242,970,131
3.16 Consigned resources
Information on this account heading is set out below:
31-Dec-09 31-Dec-08
USAID 35,193,057 41,285,297
PODE (Business Development Project) 2,735,313 4,764,979
European Investment Bank 2,136,347 3,188,865
FECT (Exchange Rate Equilibrium Fund) 142,031 234,488
Ministry of Industry and Commerce 5,862,530 15,305,116
Other 11,389,571 283,763
57,458,849 65,062,507
3.17 Subordinated loans
Information on this account heading is set out below:
31-Dec-09 31-Dec-08
Subordinated Loans
Caixa Geral de Depésitos 184,844,037 163,596,708
Banco BPI, SA 108,780,791 96,233,357
IFC 248,496,258 -

542,121,087 259,830,065
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The principal on shareholders’ loans (CGD
and BPI) will be repaid at 30 July 2018.
Quarterly interest is payable on such loans
at the three months Libor rate plus a spread
of 3%.

3.18 Debt securities

BCI issued subordinated loans with a re-
payment period of 10 years in 2009. The
corresponding interest rate is the average
weighted rate, by maturity and amounts, of
the last six Treasury Bills issues with a ma-
turity of 90 days or more, determined on
the second working day prior to the start
date for each of the interest counting pe-
riods, plus 1% and rounded up to the next
sixteenth percentage point.

31-Dec-09  31-Dec-08

BCI Bonds 2009 200,000,000 -

Interest 4,973,958 -
204,973,958

3.19 Other liabilities

Information on the composition of the other
liabilities account heading is set out below:

31-Dec-09 31-Dec-08
Creditors
Suppliers 7,519,673 71,053,061
Other creditors 2,877,202 37,408,341
Retained tax 37,976,995 24,725,411
48,373,871 133,186,813
Pension liabilities
Liabilities for past services 53,291,145 24,702,855
53,291,145 24,702,855
Costs payable
Employee costs 91,738,971 81,493,218
Other costs payable 82,017,253 118,895,121
173,756,224 200,388,338
Deferred revenues
Other deferred revenues 62,170,777 999,832
62,170,777 999,832
Other accrual accounts
Offset accounts - 49,669,897
Other internal accounts 87,550,979  -92,282,080
Tax payable 1,335,816 3,723,086
88,886,795 -38,889,097
426,478,813 320,388,741

BClI’'s pensions liabilities refer to former BF
workers, which liabilities were incorporated
with the bank’s liabilities at the time of
signing the title deed relating to the merger,
dated 04 December 2003.

Under the terms of the collective la-
bour agreement in force in the banking
sector to which the former BF is a sig-
natory, local employees or their families
are entitled to cash payments in the form
of old age, disability and survivors’ pen-
sions.

BCl workers enrolled in the pension plan
are paid a pension subsidy, calculated on
the basis of the application of the benefits
scheme attached to the collective labour
agreement, less payments they receive
from the National Social Security Institute.

Liabilities for past services are calcu-
lated in conformity with the dispositions of
IAS 19.

A defined benefits plan is a pension
plan which defines the amount of a pen-
sion benefit an employee is entitled to re-
ceive upon retirement, depending on one
or more factors such as age, number of
years’ service and salary.

BPI Pensbes was responsible for the
actuarial assessments necessary for the
calculation of retirement and survivors’
pensions liabilities.

The liability associated with the
responsibility is determined actuarially by
the projected unit credit method adjusted
for unrecognized actuarial gains and
losses. The liability is discounted on the
basis of a reference rate on market income
from high quality corporate bonds at the
date of the balance sheet. Actuarial gains
and losses are not recognized unless the
accumulated gains and losses at the end
of the preceding period exceed 10% of the
present value of liabilities for past services.
In such circumstances, the resulting excess
for the average length of the remaining
working lives of employees enrolled in the
plan is recognized in the income statement
for the period.
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The principal actuarial and financial pre-
suppositions used to calculate the bank’s
pension liabilities are:

31-Dec-09 31-Dec-08

Demographic premises

Mortality table V=737 TV-T73/77
Employee turnover rate 0% 0%
Financial premises

Difference between yield and

long term salary growth rates 6% 6%
Difference between yield and
long term pension growth rates 8% 8%

Information on the characteristics of the em-
ployees enrolled in BCl's defined benefits
plan, at 31 December 2009 and 2008, is
set out below:

31-Dec-09 31-Dec-08

Number of employees 91 97
Average age 38 38
Total average length of time in sector 119 10.9
Total average length of time in INSS 10.6 9.7
Average retirement age 57.4 571
Total annual pensionable salary 2 34,218.0  43,963.0
Average annual basic salary 483.0 322.0
Total annual salary 3 58,019.0 50,534.0
Total average annual salary 638.0 521.0

Information on movements relating to the
present value of liabilities for past services,
in 2009 and 2008 is set out below:

31-Dec-09 31-Dec-08

Liabilities at start of period 29,256,000 23,251,000

Cost of annual services 1,323,000 1,101,000
Interest cost 3,364,000 2,679,000
Actuarial losses/(gains) 19,348,145 2,225,000

Liabilities for past services
at end of period 53,291,145 29,256,000
Unrecognized actuarial losses -4,553,000

Benefits payable to employees 48,738,145 24,703,000

Notes to the Financial
Statements
(amounts in Meticais)

The amounts recognized in the income
statement for 2009 and 2008 are:

31-Dec-09 31/Dec-08

Costs of annual service 1,323,000 1,101,000
Interest costs 3,364,000 2,678,855
Actua rial losses/(gains)

Spent in period 4,687,000 3,779,855

BCIl applies the corridor method for
recognising actuarial gains and losses.
However, inaccordance withIFRS 1 - “First-
time Adoption of International Financial
Reporting Standards” an entity adopting
the reporting standards, for the first time,
is entitled to opt for the recognition of all
accumulated actuarial gains and losses
at the date of transition to IFRS. The bank
chose to exercise its right to this option.

3.20 Provisions

Information on provisions movements in
2009 is set out below:

31-Dec-09 31-Dec-08

01 January 131,447,016 107,626,215
Increase 84,307,450 43,022,651
Recoveries / Reversals (59,318,794) (12,925,560)

Use - (68,255,918)
Provisions adjustments for year - 61,979,627
Adjustments (11,254,230) =

145,181,442 131,447,015

Provisions refer to BCl's present obligations
to provide for future liabilities to its BPI and
CGD guarantors in the sphere of qualified
operations, for settlement at the time of the
integral recovery of guaranteed credit. Pro-
visions also include amounts associated
with BCl’'s estimated losses on its guaran-
tee operations.

3.21 Capital

BCl's share capital, at 31 December 2009
and 2008 comprised 32,142,857 fully paid
up ordinary shares with a nominal value of
ten Meticais each.
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The following is a definition of BCI -
Banco Comercial e de Investimentos,
S.A.’s present equity structure:

Equity investment

No. Shares %

Shareholder

PARBANCA, SGPS SA 16,392,857 51.00

BPI 9,642,857 30.00
SCI 5,823,143 18.12
BCI (Treasury Shares) 163,530 0.51
SIM (IMPAR) 92,000 0.29
Other 28,470 0.08

32,142,857 100.00

3.22 Reserves

Information on this account is set out be-
low:

31-Dec-09 31-Dec-08

Fair value reserves (4,068,080)  (12,969,92 3)
Tax liabilities (AFS) 2,075,188 2,075,188
(1,992,892) (10,894,735)

Legal reserve 352,586,971 275,153,367
Revaluation reserves 118,363,476 105,896,025
Other reserves 1,027,878,379 730,703,735
Tax (474,561) (474,56 1)

1,496,361,373 1,100,383,831

The fair value reserve includes changes to
the fair value of available for sale financial
assets.

Under the terms of article 63 of Law
15/99 of 01 November, which regulates
the establishing and performance of the
activities of credit institutions and financial
companies, in Mozambique, an amount of
not less than 15% of each year’s net profit is
paid into a legal reserve up to the amount
of share capital. A 15% increase in the size
of the legal reserve was approved under
the terms of a general meeting of share-
holders’ resolution of 09 February 2009, on
the appropriation of profit for 2008.

The payment of 129,056,005 Meticais
in dividends, comprising 25% of net in-
come for 2008, was based on the resolu-
tion for the appropriation of net income for
2008, approved by the general meeting of
09 February 2009.

3.23 Net interest income

Information on this account heading is set out below:

31-Dec-09  31-Dec-08
Interest and similar income
Interest on cash assets 697,410 1,386,103
Interest on loans and advances to credit institutions 107,226,156 161,197,077

2,031,593,368 1,418,683,827
450,251,162 478,609,371
12,205,844 18,085,817

t
Interest on loans and advances to customers
Interest on available for sale financial assets
QOther interest and similar income

2,601,973,939 2,077,962,195

Interest and similar charges

Interest on central banks’ resources 3,010,992 3,297,759
Interest on other credit institutions’ resources 92,800,864 13,668,990
Interest on customer deposits 910,460,289 663,847,428
Interest from consigned resources 2,025,312 984,179
Interest from liabilities related with

non-derecognized assets 73,290,343 115,831,790
Other interest and similar charges 55,507,530 6,858,212

1,137,095,330 804,488,359

1,464,878,609 1,273,473,836

3.24 Net income from charges and
commissions

Information on this account heading is set out below:

31-Dec-09  31-Dec-08
Income from charges and commissions
Issue of guarantees 85,272,780 79,814,817
Provision of services 90,446,825 104,335,612
Operations on behalf of third parties 1,366,352 1,254,492

Other income from commissions 219,115,769 153,409,517

396,201,726 338,814,438

Costs of charges and commissions
Services provided by third parties
Other commissions costs

(69,932,461) (47,316,620)
(2195792)  (118,634)

(72,128,253) (47,435,254)

324,073,473 291,379,184

3.25 Income from financial operations

Information on this account heading is set out below:

31-Dec-09 31-Dec-08

Income from financial operations
Revaluation of foreign exchange position 91,966,605,936  40,975,923,664
Revaluatio n of foreign exchange position
at fair value through p rofit or loss 363,340 9,295,884
Operations related with cash assets - 305,896

91,966,969,276 40,985,525,445

Losses on financial operations
Revaluation of foreign exchange position 91,434,754,778  40,728,745,803
Losses on other financial assets recognized

at fair value through profit or loss 1,697,516 -
Losses on operations related
with cash assets 14,296,996 -

91,450,749,290 40,728,745,803

Net income from financial

operations 516,219,986 256,779,642
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3.26 Other operating income

Information on this account heading is set
out below:

31-Dec-09 31-Dec-08

Notes to the Financial
Statements
(amounts in Meticais)

3.28 Other administrative
expenses

Information on this account heading is set
out below:

Other operating income
Provision of various services
Repayment of expenses
Other operating income

80,974,441 65,824,920
7,430,433 12,269,083
99,810,975 53,909,772
188,215,849132,003,775

Outros gastos operacionais
Diversos 17,503,691 31,685,583

170,712,158100,318,191

3.27 Employee costs

Information on this account heading is set
out below:

31-Dez-09  31-Dez-08
Remuneration of management
and inspection bodies 56,192,270 41,942,118
Remuneration of employees 532,491,565 374,646,325
Mandatory social costs 18,551,577 12,658,940
Facultative social costs 15,599,102 10,546,902
Pension liabilities 24,035,145 3,779,855
Contractual indemnities 3,131,312 1,650,517
Other Employee costs 13,541,862 4,539,766

663,542,833 449,764,423

Growth in the employee remuneration ac-
count heading reflects the increase in the
number of employees resulting from the
expansion of the branch office network
in addition to the impact of the bank’s
remuneration and incentives policy. The
increase in pension liabilities essentially
derives from the salary increases at higher
than expected rates.

31-Dec-09 31-Dec-08
54,530,275 61,181,329
21,587,477 22,762,966
22,742,590 25,770,744
10,200,208 12,647,619
652,680,159 547,740,958
58,463,870 57,537,550

External supplies
Water, energy and fuel
Consumables
Other external supplies
External services
Rents and leases
Travel, accommodation and
expense account items
Travel, accommodation and
expense account items

86,393,757 72,835,852

39,011,756 28,373,608
Advertising and publications 97,432,790 56,672,248
Maintenance and repairs 50,780,296 45,660,377
T 42,926,783 25,888,425
Security and surveillance 22,247,136 20,759,930
Fund transfer 33,093,798 30,095,564
Other external services 222,329,972 209,917,404

Other administrative expenditure 17,838,685 8,474,250

725,049,119 617,396,537

Auditors’ fees, relating to BCl’'s and its as-
sociates’ financial statements, totalled
around 2,847,889 Meticais in 2009.

3.29 Other income

Income from investment properties and re-
imbursements of advances of payments to
employees are recognized in this account
heading.

3.30 Income tax

The following is a breakdown of the bank’s
tax bills, in the income statement, at 31 De-
cember 2009 and 2008.

31-Dec-09  31-Dec-08

Tax bill

Current tax 137,650,743 107,790,793

Deferred tax - 1,119,115
137,650,743 108,909,908




Current tax is calculated on the basis of the
tax rates in force for each period.

The following is an analysis of the
reconciliation between the nominal tax rate

and tax burden for 2009 and 2008, in ad-
dition to the reconciliation between tax ex-
penses/income and accounting income,
times the nominal tax rate:

31-Dec-09 31-Dec-08

Tax rate Amount Tax rate Amount
Income before tax - 854,114,894 - 625,133,930
Current tax based on nominal rate of 16% 16.0% 136,658,383 16.0% 100,021,428
Tax free income 0.0% - 1.3% 7,883,110
Non-deductible expenses 0.7% 6,192,298 -0.5%  -3,173,252
Fiscal benefits -0.3%  -2,385,282 0.0% -
Deferred tax 0.0% - 0.2% 1,119,115
Other non-deductible expenses -0.3% -2,814,656 0.0% 3,059,506

16.1% 137,650,743 16.9% 108,909,908

Information on current tax assets and li-
abilities at 31 December 2009 and 2008 is
set out below:

31-Dec-09 31-Dec-08
172,226,728 66,432,000
137,650,743 107,790,793

Current tax assets
Current tax liabilities

Current tax assets comprise payment of
corporate tax (IRPC) on account and de-
ductions at source on Treasury Bills.
Deferred tax assets and liabilities com-
prise the amount of tax to be recovered/
paid, in future periods resulting from tem-
porary differences between an asset’'s or

a liability’s book value and its fiscal basis.
The carry-back of tax losses to previous
years and fiscal credit also give rise to de-
ferred tax assets.

Deferred tax assets and liabilities
were calculated on the basis of the fiscal
rates decreed for the period in which the
respective asset or liability is expected to
be realised.

Deferred tax assets are recognized up
to the amount by which the existence of fu-
ture taxable profit, permitting the use of the
corresponding deductible tax differences
or fiscal losses is expected.

The following table provides informa-
tion on deferred tax movements in 2009:

31-Dec-08 Profit or loss Por fundos proprios 31-Dec-09
Expenditure  Income Income Income
Deferred tax assets
Intangible assets 182,370 - - - - 182,370
Available for sale financial assets 2,075,188 - - - - 2,075,188
Derivatives - - - - - -
Impairment of held for sale assets 401,566 - - - - 401,566
2,659,124 - - 2,659,124
Deferred tax liabilities
Revaluation of real estate as deemed cost -22,386,113 - - - - -22,386,113
Derivatives -362,394 - - - - -362,394
-22,748,508 - - - - 22,748,508
-20,089,384 - - - - -20,089,384
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Notes to the Financial
Statements
(amounts in Meticais)

The following table provides information on deferred tax movements in 2008:

31-Dec-07 Profit or loss Own funds 31-Dec-08
Expenditure Income Increases Decreases
Deferred tax assets
Intangible assets 382,142 (199,772) - - - 182,370
Available for sale financial assets 1,932,722 - - 142,466 - 2,075,188
Derivatives 1,124,947 (1,124,947) - - - -
Impairment of held for sale assets 401,566 - - - - 401,566
3,841,377 (1,324,719) 142,466 2,659,124
Impairment of held for sale assets
Revaluation of real estate as deemed cost (21,911,552) - - (474,561) - (22,386,113)
Derivatives - (362,394) - - - (362,394)
Residual amount of tangible assets (567,998) - 567,998 - - -
(22,479,550) (362,394) 567,998 (474,561) -(22,748,507)
(18,638,173)  (1,687,113) 567,998 (332,095) -(20,089,383)

3.31 Earnings per share

Earnings per share are calculated as follows:

31-Dec-09  31-Dec-08
Net income for period 716,464,151 516,224,023
Average number of shares 31,979,327 31,979,327
Earnings per share 22.40 16.14
Total number of shares 32,142,857 32,142,857
Number of shares 163,530 163,530
Average number of shares 31,979,327 31,979,327

3.32 Operating segments

BCl's activity focuses on 2 business

Information on income and turnover from
these two segments was divided up as
follows at 31 December 2009 and 31

operating segments: retail and corporate. December 2008:
31 December 2009 Retail banking Corporate banking BCI Total
Net interest income 507,683,893 957,194,716 1,464,878,609
Net income from charges and commissions 173,937,096 150,136,377 324,073,473
Income from financial operations 139,828,259 376,391,727 516,219,986
Other operating income 121,755,691 48,956,467 170,712,158
Total operating income 943,204,939 1,532,679,288 2,475,884,227
Employee costs (337,595,968) (325,946,866) (663,542,833)
Other administrative expenses (384,831,550) (331,372,279) (716,203,828)
Depreciation for year (79,044,921) (41,867,404) (120,912,325)
Total operating costs (801,472,438) (699,186,548) (1,500,658,986)
Credit impairment (15,502,596) (86,478,999) (101,981,594)
Other provisions (9,564,376) (9,564,376) (19,128,752)
Income before tax 116,665,529 737,449,365 854,114,894
Tax (18,802,033) (118,848,709) (137,650,743)
Profit for period 97,863,496 618,600,655 716,464,151
Balance sheet 18,032,654,442 31,032,237,053 49,064,891,494
Credit 3,207,392,000 20,490,799,592 23,698,191,592
Deposits 14,825,262,442 10,541,437 ,461 25,366,699,903

(1) Balance sheets accounts per operating segment were prepared on the basis of the
criterion used to produce the regulatory reports submitted to the executive board.




86

31 December 2008 Retail banking Corporate banking BCI Total
Net interest income 441,348,621 832,125,215 1,273,473,836
Net income from charges and commissions 156,389,378 134,989,806 291,379,184
Income from financial operations 69,553,778 187,225,864 256,779,642
Other operating income 71,549,156 28,769,036 100,318,192
Total operating income 738,840,934 1,183,109,920 1,921,950,854
Employee costs (228,830,225) (220,934,198) (449,764,423)
Other administrative expenses (324,583,594) (279,493,730) (604,077,323)
Depreciation for year (59,672,136) (31,606,299) (91,278,435)
Total operating costs (613,085,954) (532,034,227) (1,145,120,181)
Credit impairment (18,484,808) (103,114,842) (121,599,650)
QOther provisions (15,048,546) (15,048,546) (30,097,091)
Income before tax 92,221,626 532,912,306 625,133,932
Tax (14,876,256) (94,033,652) (108,909,908)
Profit for period 77,345,370 438,878,654 516,224,024
Balance sheet ™ 13,831,398,788 18,398,108,324 32,229,507,112
Credit 2,319,717,979 10,927,145,188 13,246,863,167
Deposits 11,511,680,810 7,470,963,135 18,982,643,945

(1) Balance sheets accounts per operating segment were prepared on the basis of the

criterion used to produce the regulatory reports submitted to the executive board.

Information on the reconciliation of the segment reports in assets and liabilities account

headings is set out below:

31 Dec 09 31 Dec 08
Assets
Total assets reported in segments 23,698,191,592 13,246,863,167
Non-allocated amounts 11,024,489,542 10,583,036,053
34,722,681,134 23,829,899,220
Liabilities
Total assets reported in segments 25,366,699,903 18,982,643,945
Non-allocated amounts 6,823,362,435 2,910,854,151
32,190,062,338 21,893,498,096
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3.33 Commitments and
contingent liabilities

Contingent liabilities

BCI assumes several commitments and
contingent liabilities to provide for its cus-
tomers’ needs. Notwithstanding the fact
that the associated obligations cannot be
recognized in the balance sheet, they have
an inherent credit risk and therefore com-
prise a part of the bank’s risk exposure.
The following table provides information
on the bank’s overall contingent liabilities:

31 Dec 09 31 Dec 08

Contingent liabilities
Financial guarantees
Documentary credits

1,354,633,724  1,455,717,586
1,664,522,382 1,330,101,187
3,019,156,106 2,785,818,773

Documentary credits and guarantees
commit the bank to making payments on
behalf of its customers in the event of the
occurrence of a specific situation, generally
related with the import or export of goods.
Guarantees and documentary credits, are,
by nature, exposed to a similar credit risk.

Lease commitments
Operating leases - bank as lessee

The bank has entered into operating leases
on property in which it acts as the lessee.
Information on future, Mminimum lease pay-
ments relating to operating leases, at 31
December 2009 and 2008, is set out be-
low:

31Dec09 31 Dec 08

Up to one year 29,641,604 18,894,357
Between one and five years 74,757,133 38,354,270
More than five years 61,337,000 28,026,765
165,735,737 85,275,392

Notes to the Financial
Statements
(amounts in Meticais)

Operating leases - bank as lessor

The bank has entered into operating lease
agreements on property in which it acts as
the lessor. All investment properties are
leased under operating leases. Information
on future lease instalments on operating
leases at 31 December 2009 and 2008, is
set out below:

31 Dec 09 31 Dec 08
Up to one year 3,962,543 4,681,800
Between one and five years - -
More than five years = =
3,962,543 4,681,800

3.34 Related parties

Under the terms of IAS 24, related parties
are entities in which BCI, either directly or
indirectly, wields significant influence over
their management and financial policy (as-
sociated and subsidiary companies) and
entities which have a significant influence
over the bank’s management (key em-
ployees, board members, coordinating di-
rectors and directors).

Information on the global amount of as-
sets, liabilities, expenses and income and
off-balance sheet liabilities on operations
with related parties and key management
members at 31 December 2009 is set out
below:
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Associated Key Total Associated Key Total
companies employees companies employees
Assets Assets
Credit 20,099,506 24,930,462 45,029,968 Credit 13,069,126 21,176,374 34,245,500
Other debtors 12,025,446 - 12,025,446 Other Debtors - - -
Other - - - Other - - -
32,124,952 24,930,462 57,055,414 13,069,126 21,176,374 34,245,500
Liabilities Liabilities
Deposits 14,564,060 47,337,359 61,901,419 Deposits 10,444,849 29,112,880 39,557,729
Other creditors - - - Other creditors - - -
Other - - - Other - - -
14,564,060 47,337,359 61,901,419 10,444,849 29,112,880 39,557,729
Income Income
Interest 1,845,958 999,260 2,845,218 Interest 3,290,361 1,328,195 4,618,556
Commissions Commissions
and deposits 347,148 36,132 383,280 and expenses - 26,610 26,610
2,193,106 1,035,391 3,228,498 3,290,361 1,354,806 4,645,166
Costs Costs
Interest 51,477 931,740 983,217 Interest - 755,615 755,615
Commissions Commissions
and expenses - - - and expenses 53,168,200 - 53,168,200
51,477 931,740 983,217 53,168,200 755,615 53,923,816

Expenses
Guarantees received 23,217,010 29,575,730 52,792,740
Guarantees provided - - ,

Commitments
to third parties - - -

Off-balance sheet
Guarantees received 12,200,000 25,729,330 37,929,330
Guarantees provided - - -

Commitments
to third parties - - -

23,217,010 29,575,730 52,792,740

12,200,000 25,729,330 37,929,330

Loansandadvancestokeybankemployees
are in accordance with the conditions ap-
proved for all employees, both in terms of
maturities and rates. The rates are indexed
to the Bank of Mozambique’s (FPC) per-
manent lending facility and are subsidised
in line with loan maturities and purposes.

Information on the global amount of as-
sets, liabilities, expenses and income and
off-balance sheet liabilitties on operations
with related parties and key management
members at 31 December 2008 is set out
below:

3.35 Occurrence of events after
the date of the balance
sheet

No favourable or unfavourable events oc-
curred between the date of the balance
sheet and the date upon which the issue of
the financial statements was authorised.

3.36 Risk management
(a) Introduction

Risk is inherent to the bank’s activity. It is
managed on the basis of a continuous
identification, measurement and monitoring
process and is subject to limits and diverse
controls. The risk management process is
critical in guaranteeing the bank’s continued
profitability and each worker is conscious
of the risk exposure related with his/her
responsibilities. The bank is exposed to
credit, liquidity and market risk, in addition
to operational risks.

The risk control process does not in-
clude business risk such as exposure to
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changes in economic, technological or in-
dustrial circumstances.

BCIl centralises its risk management
which encompasses the assessment and
control of its credit, market and liquidity
risks, firmly establishing the principle of
separation between commercial and risk
area functions.

Pursuant to its ALM (asset-liability
management) procedures, BCI furthered
the objective of ensuring the prudent
management of its liquidity situation, capi-
tal expenditure and control of associated
financial risks, particularly concentrating on
liquidity, interest rate and market risks.

(b) Credit risk

Credit risk is the risk incurred by the bank
on any counterparty default. BCl manages
and controls credit risk by fixing limits on
the amounts of risk it is willing to accept
on individual counterparties, monitoring the
exposure on such limits.

The bank has defined credit quality
revision processes enabling it to promptly
identify changes to the solvency of coun-
terparties. The referred to process allows
the bank to assess its potential losses on
the risks to which it is exposed and to take
action.

Credit risk management is the respon-
sibility of the bank’s Risk Division which:
(i) produces opinions on major individual
operations and/or those whose borrowers
or groups to which they belong have con-
siderable exposure vis-a-vis the bank; and
(i) controls the permanent evolution of the
quality of the bank’s credit portfolio.

The analysis set out in the risk opinions
incorporates information on projected eco-
nomic-financial performance, expected
repayment capacity and perception of any
factors which may create an additional
project/business risk. Such factors include:
- The quality of the proposed opera-

tion, in terms of purpose, period and

guarantees;

- Management capacity and quality;

- The influence of the surrounding envi-
ronment and market competition, ge-
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ography and sector of activity; and
- The operation’s/business’s exposure

to interest rate and foreign exchange

risk.

The following is also taken into considera-

tion when assessing the credit risk of cus-

tomers belonging to economic groups:

- Weighting of the credit of the various
group companies;

- The concentration of BCl's exposure to
the customer or group and the banking
system; and

- Risk concentration from a regula-
tory perspective, its proportion of own
funds.

The credit risk portfolio is monitored weekly

and broken down by quality, sector, ge-

ography, product, management unit and
principal economic groups.

Monthly credit impairment calculations
are realised, based on legislation (minimum
legal amounts) and business performance
and/or economic-financial situation of the
borrowers (economic), in addition to an
analysis of the evolution of the principal ex-
posures.

Credit which requires special analy-
sis is examined weekly by delegate credit
boards (board member and directors) and
monthly by the credit council.

Credit overdue more than 90 days is
sent to the Credit Recovery Office for the
appropriate procedural routines and imple-
mentation of credit recovery measures.

Write-offs of credit overdue for more
than a year, with no possibility of recovery
and totally impaired, are performed every
six months under the terms of a proposal
from the bank’s Legal Affairs Office.

Credit-related risks

BCI provides its customers with guaran-
tees which could entail a requirement for
the bank to make payments on their be-
half. Such payments are received from
customers as defined in the terms of letters
of credit. The respective products expose
the bank to risks which are similar to the
risks on lending and are mitigated by simi-
lar processes.




Maximum exposure to credit risk
without considering any guarantees

The following table provides information on
maximum exposure to credit risk by prod-
uct and sector of activity. The amounts of
maximum exposure are gross and do not
take into consideration the possible effects
of any collateral guarantees.

Information on maximum exposure by
financial asset, at 31 December 2009 and
2008 is set out below:

31 Dec 09 31 Dec 08
Cash and cash equivalents with central banks 3,285,782,195  2,577,946,310
Cash and cash equivalents with credit institutions 756,841,673 337,159,725
Financial assets at fair value through profit or loss 147,124,679 257,264,966
Available for sale financial assets 2,764,886,536  3,278,039,554
Loans and advances to credit institutions 2,012,203,243  2,648,005,431
Loans and advances to customers 23,698,191,592  13,246,863,167

Sub-total

32,665,029,918 22,345,279,153

Guarantees provided

- 2972,785,611

32,665,029,918 25,318,064,764
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Collateral guarantees

The type and value of collateral guaran-
tees required are contingent upon an as-
sessment of the counterparty’s credit risk.

The bank has implemented criteria on the

acceptance of diverse types of guarantees

and assessment parameters.

The principal types of guarantees ob-
tained are:

- Secured deposits and term deposits,

- Pledges/mortgages on movable and
immovable assets (homes and com-
mercial and/or industrial premises)

- Bank guarantees issued by other finan-
cial institutions.

The bank may also obtain guarantees from

parent companies on loans to their subsidi-

aries.

It is bank policy to dispose of the as-
sets received as payment in kind with the
aim of reducing the outstanding overdue
credit balance. It is not standard BCI prac-
tice to use repossessed property for the
performance of its activity.

In 2009, the bank called in a total
amount of 98.3 million Meticais in guaran-
tees, most of which on property, to cover
overdue credit.
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Credit quality by asset category

The credit quality of financial assets is managed by the bank on the basis of internal risk
assessments. The following table provides information on credit quality by asset category
at 31 December 20009:

Product Not overdue or impaired Not overdue or Overdue Total
Medium risk Low risk impaired

QOverdrafts 1,915,884,318 3,204,382,836 8,944,600 106,477,354 5,235,689,108

Investment 2,152,995,868  12,265,670,989 393,224,652 108,625,564 14,920,517,073

Consumption and mortgages ~ 2,082,865,492 122,157,535 76,297,476 18,207,259 2,299,527,762

Other 1,368,652,647 450,112,638 52,586,187 32,018,955 1,903,370,426

Total 7,520,398,324 16,042,323,998 531,052,915 265,329,132  24,359,104,369

The following table provides information on credit quality by asset category at 31 Decem-
ber 2008:

Product Not overdue or impaired Not overdue or Overdue Total
Medium risk Low risk impaired

QOverdrafts 1,676,247,379 2,298,819,472 47,728,837 71,204,924 4,094,000,612

Investment 1,582,841,043 4,834,168,982 364,908,435 79,941,585 6,861,860,045

Consumption and mortgages  1,409,133,305 279,705,787 46,623,116 7,983,837 1,743,446,046

Other 828,169,886 186,027,158 127,037,989 27,087,297 1,168,322,329

Total 5,496,391,614 7,598,721,399 586,298,376 186,217,644  13,867,629,033

Seniority of credit overdue but not impaired

Information on the seniority of credit overdue but not impaired, at 31 December 2009 is set
out below:

Upto3 months 3 -6 months 6 monthsto1year More than 1 year Total
Product
Overdraft 8,712 - - - 8,712
Investment 1,488,865 57,854,151 = - 59,343,016
Consumption and mortgages 39,232 - - - 39,232
Other - - - - -
Total 1,536,809 57,854,151 - - 59,390,960

Information on the seniority of credit overdue but not impaired, at 31 December 2008 is set
out below:

Upto3 months 3 -6 months 6 monthsto1year More than 1 year Total
Product
QOverdraft 4 - - - 4
Investment 5,259,375 = = - 5,259,375
Consumption and mortgages - - - - -
Other 972,530 - 118,074 - 1,090,604

Total 6,231,910 = 118,074 - 6,349,984
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Impairment assessment

The principal considerations governing the
assessment of impairment of loans and
advances to customers are associated
with the assessment of whether payments
are overdue or if there is any information on
cash flow difficulties or defaults by coun-
terparties in respect of the agreements’
initial terms. The bank assesses impair-
ment in two areas: separate and collective
assessments.

Separate assessment

The bank determines adequate impairment
on each individually significant loan on a
separate basis. For separate assessments,
the bank takes diverse factors into con-
sideration. These include a counterparty’s
eventual business plans, its capacity to
improve its economic performance after
the appearance of the economic difficulty,
the existence of other sources of financial
support and the realisable value of any col-
lateral guarantees received. Impairment
losses are revalued at each bank reporting
date, unless any circumstances requiring
special attention have been identified.

Collateral guarantees for the amount
of 91.3 million and 264.5 million Meticais
were taken into account for the years 2008
and 2009 respectively on the assessment
of separately analysed impairment.

Collective impairment

BCIl performs collective impairment as-
sessments on all credit which is not indi-
vidually significant in addition to significant
credit for which there is no objective evi-
dence of individual impairment. The bank

assesses collective impairment at the date
of each financial report.

Collective impairment takes into account
the impairment which probably exists in the
portfolio even if no objective evidence of in-
dividual impairment has already been identi-
fied. Collective impairment is then assessed
by management in order to ensure that it is
in line with the bank’s global policy.

(c) Liquidity risk

Liquidity risk is the bank’s potential risk of
not having the financial capacity to meet
its commitments, associated with financial
instruments when they mature. The risk is
mitigated by the management of assets,
based on their liquidity and the periodic
control of future cash flows and liquidity.
Management policy and strategy, related
with liquidity risk, are defined over the short
term by the executive board and are imple-
mented by the Trading Room and control-
led by the Risk Management Division.

BCI endeavours to maintain a diversi-
fied portfolio of assets that can be easily
liquidated in the event of an unscheduled
interruption of cash flows. The bank also
has deposits with the Bank of Mozambique
in accordance with Mozambican legisla-
tion, to provide for the risk in question. Li-
quidity is assessed and managed on the
basis of several financial ratios.

Management of this type of risk, per-
formed by the use of an analysis of the pe-
riods to maturity of different balance sheet
assets and liabilities, shows the difference
between the volumes of incoming and out-
going cash flows, in addition to the respec-
tive liquidity gaps, for each of the different
periods.
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Summary of balance sheet items by periods to maturity, at 31 December 2009:

Notes to the Financial

Statements

(amounts in Meticais)

Up to 1 month 1 - 3 months 3 months 1 -3years More than No fixed  Book value
-1 year 3 years period

Cash and cash equivalents
with central banks 315,298,783 440,140,952 720,751,226 682,209,001 1,127,382,234 - 3,285,782,195
Cash equivalents held with
credit institutions 743,563,592 - - - 13,278,081 756,841,673
Financial assets recognized at fair
value through profit or loss - 147,124,679 - - - 147,124,679
Available for sale financial assets 469,835,319 705,147,545 1,417,199,475 58,888,791 113,815,407 - 2,764,886,536
Loans and advances to credit institutions 612,856,785 - 1,392,430,698 4,080,844 2,834,916 - 2,012,203,243
Loans and advances to customers 1,488,692,483 2,081,403,748 5,547,166,145 8,279,603,042 6,301,326,174 - 23,698,191,592
Non-current assets held for sale - - - - - 96,937,363 96,937,363
Investment properties - - - - - 18,770,724 18,770,724
Other tangible assets - - - - - 1,320,493,832 1,320,493,832
Intangible assets - - - - - 17,252,541 17,252,541
Investments in subsidiaries,
associates and jointly controlled - - - - - 943,699 943,699
Current tax assets - - - - - 172,226,729 172,226,729
Deferred tax assets - - - - - 2,659,124 2,659,124
Other assets - - - - - 428,367,204 428,367,204
Total Assets . . . 3,630,246,962 3,226,692,245 9,224,672,222 9,024,781,677 7,545,358,730 2,070,929,297 34,722,681,134
Central banks’ resources 106,230,122 = = = = - 106,230,122
Other credit institutions’ resources 1,218,112,5617 210,278,141 4,531,242 - - 132,852 5,180,518,913
Customer resources 3,162,318,398 3,524,401,450 5,213,551,418 5,024,812,352 8,441,616,285 - 25,366,699,903
Consigned resources 22,677,658 - - 32,045,491 2,735,700 - 57,458,849
Subordinated loans = = = 542,121,087 - 542.121,087
Debt Securities - - - - 204,973,958 - 204,973,958
Deferred tax liabilities - - - - - 161,735,067 161,735,067
Other liabilities (4,417,601)  (6,176,434) (16,460,864) (24,569,197) (18,698,785) 495,465,879 425,142,998
Provisions 145,181,442 145,181,442
Total Liabilities . . . 4,504,921,094 3,728,503,157 5,201,621,795 5,032,288,645 13,462,333,494 802,515,240 32,190,062,339
Share capital - - - - - 321,428,570 321,428,570
Legal reserve - - - - - 352,586,971 352,586,971
QOther reserves = = = = - 1,029,479,006 1,029,479,006
Revaluation reserves - - - - - 114,295,397 114,295,397
Treasury shares - - - - - (1,635,300)  (1,635,300)
Earnings per share - - - - - 716,464,151 716,464,151
Total Own Funds . .. - - - - - 2532,618,795 2,532,618,795
Total Liabilities and Own Funds 4,504,921,094 3,728,503,157 5,201,621,795 5,032,288,645 13,462,333,494 3,335,134,035 34,722,681,134
Liquidity gap in MZN . .. (874,674,132) (501,810,912) 4,023,050,427 3,992,493,032 (5,916,974,764) (1,264,204,738)

Accumulated liquidity gap

(874,674,132)(1,376,485,044) 2,646,565,383 6,639,058,414 722,083,651




Summary of balance sheet items by periods to maturity, at 31 December 2008:

Upto1 1-3 3-12 1-3 More than No fixed Total

month month month years 3 years period
Cash and cash a ssets with central banks ~ 2,577,946,310 - - - - - 2,577,946,310
Cash assets with credit institutions 337,159,725 - - - - - 337,159,725
Financial assets at fair value through profit or loss - - 1,28,358,390 128,906,576 - - 257,264,965
Available for sale fin ancial assets - 158,834,822 2,8 18,767,406 - - 50,789,574  3,028,391,802
Loans and advances to credit institutions ~ 1,335,203,035 424,476,619 876,423,999 8,061,246 3,840,532 - 2,648,005,431
Loans and advances to customers 876,704,139 1,828,961,945 2,665,706,587 3,066,950,189 4,718,921,968 89,618,338 13,246,863,167
Financial assets held to maturity 549.7 6,757,398 76,889,512 42.125,869 123,325,274 - 249,647,752
Investments - - - - - 943.699 943.699
Non-current assets held for sale - - - - - 22,068,723 22,068,723
Investment properties - - - - - 19,706,657 19,706,657
Other tangible assets - - - - - 1,017,836,407 1,017,836,407
Intangible assets - - - - - 9,573,090 9,573,090
Deferred tax assets - - - - - 2,659,125 2,659,125
Other assets - - - - - 411,832,368 411,832,368
Total Assets 5,127,562,909 2,419,030,784 6,5 66,145,893 3,246,043,879 4,846,087,775 1,625,027,98 23,829,899,220
Other credit institutions' resources 1,960,487,755 14,716,333 28,382,436 - - - 2,003,586,524
Customer resources 3,162,012,082  2,238,073,579 2,5 71,640,661 10,679,713 280,593,584  10,719,644,325 18,982,643,944
Consigned resources 31,474,002 - - 29,303,067 4,764,980 (479,543) 65,062,506
Other subo rdinated liabilities - - - - - 259,830,065 259,830,065
Deferred tax liabilities - - - - - 22,748,508 22,748,508
Other liabilities - - - - - 428,179,533 428,179,533
Provisions - - - - - 131,447,015 131,447,015
Total Liabilities 5,153,973,839 2,252,789,913 2,6 00,023,097 39,982,780 285,358,563 11,561,369,902 21,893,498,094
Share capital - - - - - 321,428,570 321,428,570
Legal reserve - - - - - 1.100.383.831  1.100.383.831
Treasury shares - - - - - (1,6 35,300) (1,6 35,300)
Net income for period - - - 516,224,023 516,224,023
Total Own Funds - - - - - 1,936,401,124 1,936,401,124
Total Liabilities and Own Funds 5,153,973,839 2,252,789,913 2,6 00,023,097 39,982,780 285,358,563 13,497,771,026 23,829,899,218
Liquidity Gap (26,410,930) 166,240,872 3,9 66,122,796 3,206,061,099 4,560,729,212 (11,872,7 43,046) -
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(d) Market risk

Market risk is the risk that the fair value or
future cash flows of financial instruments
may fluctuate owing to changes in market
variables such as interest and foreign ex-
change rates.

Interest risk rate

This risk occurs whenever, during the per-
formance of its activity, the bank contracts
operations whose future financial flows are
sensitive to the possibility of interest rate
changes.

The management policy and strategy,
related with liquidity risk, are defined, over
the short term, by the executive board
and fortnightly by the ALCO committee.
They are implemented by Trading Room

Notes to the Financial
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(amounts in Meticais)

Management and controlled by the Risk
Management Division.

The methodology used to measure this
risk is essentially based on the grouping
of sensitive assets and liabilities into fixed
time bands, in accordance with interest re-
pricing dates. Asset and liability cash flows
and the corresponding interest risk rate
gaps are calculated for these time bands.

In conformity with group rules, the
analysis of the behaviour of interest rate
risk, in 2008, will also involve the monthly
calculation of the duration of sensitive
assets and liabilities, in addition to the
respective duration gap, which measures
the mismatch level between the average
times in which cash inflows are generated
and cash outflows are required.




Summary of balance sheet items sensitive to interest rate changes at 31 December 2009

Upto1month 1-3 months 3 months 1-3years More than No fixed Book value
- 1year 3 years period

Cash and cash equivalents with central banks 329,678,303 616,785,792 689,574,858 575,835,101 1,073,908,140 - 3,285,782,195
Cash equivalents held with credit institutions 248,665,197 - - - 494,898,395 13,278,081 756,841,673
Financial assets recognized at fair value through - - 147,124,679 - - - 147124679
Available for sale financial assets 469,835,319 705,147,545 1,417,199,475 58,888,791 113,815,407 - 2,764,886,536
Loans and advances to credit institutions 613,588,605 - 1,392,176,983 3,798,724 2,638,931 - 2,012,203,243
Loans and advances to customers 6,935,667,663 9,045,734,624 1,569,107,370 73,808,681 6,073,873,253 - 23,698,191,592
Non-current assets held for sale - - - - - 96,937,363 96,937,363
Investment properties - - - - - 18,770,724 18,770,724
QOther tangible assets - - - - - 1,320,493,832  1,320,493,832
Intangible assets - - - - - 17,252,541 17,252,541
Investments in subsidiaries, associates and jointly - - - - - 943,699 943,699
Current tax assets - - - - - 172,226,729 172,226,729
Defer red tax assets - - - - - 2,659,124 2,659,124
QOther Assets - - - - - 428,367,204 428,367,204
Total Assets . . . 8,597,435,08710,367,667,962 5,215,183,363 712,331,298 7,759,134,127 2,070,929,297 34,722,681,134
Central banks’ resources 106,230,122 - - - - - 106,230,122
Other credit institutions’ resources 1,940,853,101 2,886,840,827 4,531,242 - 348,160,892 132,852 5,180,518,913
Customer resources 3,247,324,795 4,637,335,680 5,025,427,905 4,318,743,977 8,137,867,545 - 25,366,699,903
Consigned resources 22,677,658 - - 32,045,491 2,735,700 - 57,458,849
Subordinated Loans - - - 542,121,087 - - 542,121,087
Debt securities - - - 204,973,958 - - 204,973,958
Deferred tax liabilities - - - - - 161,735,067 161,735,067
QOther liabilities - - - - - 425142998 425,142,998
Provisions - - - - 145181442 - 145181442
Total Liabilities . . . 5,317,085,676 7,524,176,506 5,029,959,147 5,097,884,513 8,633,945,580 587,010,917 32,190,062,339
Share capital - - - - 321,428,570 321,428,570
Legal reserve - - - 352,586,971 352,586,971
Other reserves - - - 1,029,479,006  1,029,479,006
Revaluation reserves - - 114295397 114,295,397
Treasury shares - - (1,635,300) (1,635,300)
Eamings per share - - 716,464,151 716,464,151
Total Own Funds . . . 2,532,618,795 2532,618,795

Total Liabilities and Own Funds

5,317,085,676 7,524,176,506 5,029,959,147 5,097,884,513 8,633,945,580

3,119,629,712 34,722,681,134

Liquidity gap in MZN . ..
Accumulated liquidity GAP

3,280,349,412 2,843,491,455
3,280,349,412 6,123,840,867 6,309,065,083 1,923,511,867 1,048,700,415

185,224,216 (4,385,553,216) (874,811,453) (1,048,700,415)

96



Annual Report

Summary of balance sheet items sensitive to interest rate changes at 31 December 2008

Notes to the Financial
Statements
(amounts in Meticais)

Upto1month 1-3months dmonths  1-3years More than No fixed Book value
-1 year 3 years period

Assets
Cash and cash a ssets with central banks - - - - - 2,577,946,310  2,577,946,310
Cash assets with credit institutions 298,214,337 - - - - 38,945,388 337,159,725
Financial assets at fair value through profit or loss - - 128,358,390 128,906,576 - - 257,264,965
Availab le for sale financial assets - 158,834,822 2,818,767,406 - - 50,789,574  3,028,391,802
Loans and advances to credit institutions 1,335,203,035 424,476,619 876,423,999 8,061,246 3,840,532 - 2,648,005,431
Loans and advances to customers 2,699,326,791 7,861,162,347 829,951,462 1,692,151 - 1,854,730,416 13,246,863,167
Financial assets held to maturity 549,700 6,757,398 76,889,512 42,125,869 123,325,274 - 249,647,752
Investments - - - - - 943,699 943,699
Non-current assets held for sale - - - - - 22,068,723 22,068,723
Investment properties - - - - - 19,706,657 19,706,657
Other tangible assets - - - - - 1,017,836,407 1,017,836,407
Intangible assets - - - - - 9,573,090 9,573,090
Deferred tax assets - - - - - 2,659,125 2,659,125
Other assets - - - - - 411,832,368 411,832,368
Total Assets 4,333,293,863 8,451,231,187 4,730,390,768 180,785,841 127,165,806 6,007,031,756 23,829,899,220
Liabilities

Central banks’ resources

56,763,283 14,500,000

27,752,533 = - 1,904,570,709  2,003,586,524

Other credit institutions’ resources

Customer resources 1,898,370,810 1,329,246,697 377,826,647 - - 15,377,199,790  18,982,643,944
Consigned resources 364,183 4,764,979 3,188,865 - - 56,744,481 65,062,507
Other subordinated liabilities - - - - - 259,830,065 259,830,065
Deferred tax liabilities - - - - - 22,748,508 22,748,508
Other liabilities - - - - - 428,179,533 428,179,533
Provisions = o = = - 131,447,015 131,447,015 ':'
Total Liabilities 1,955,498,276 1,348,511,676 408,768,045 - - 18,180,720,100 21,893,498,096 | -
Share capital - - - - - 321,428,570 321,428,570
Reserves - - - - - 1,100,383,831  1,100,383,831
Treasury shares - - - - - (1,635,300) (1,635,300)

Net income for period - - - - - 516,224,023 516,224,023
Total Own Funds - - - - - 1,936,401,124 1,936,401,124 %
Total Liabilities and Own Funds 1,955,498,276 1,348,511,676 408,768,045 - - 20,117,121,224 23,829,899,220 ;'_

Balance Sheet Sensitivity

2,3717,795,587 7,102,719,511

4,321,622,723 180,785,841 127,165,806 (14,110,089,468)




Foreign exchange risk

Foreign exchange risk derives from the
existence of gaps between the value of
assets and liabilities held in a determined
currency.

Management policy and strategy,
related with liquidity risk, are defined, over
the short term, by the executive board
and fortnightly by the ALCO committee.

They are implemented by Trading Room
Management and controlled by the Risk
Management Division.

Foreign exchange positions are con-
trolled daily, on the basis of the limits de-
fined by the ALCO Committee and the ra-
tios and prudential limits fixed by the Bank
of Mozambique.

Information on BCl's exposure to cur-
rency risk is set out below:

Description MZN usD EUR ZAR GBP Other Book value
Currencies

Cash and cash assets with central banks 2,549,219,536 641,264,351 39,228,517 56,069,791 - - 3,285,782,195
Cash assets with credit institutions 184,717 727,016,327 12,842,465 3,520,084 12,612,451 665,630 756,841,673
Financial assets at fair value through profit or loss - 147,124,679 - - - - 147,124,679
Available for sale financial assets 2,661,159,637 - 103,726,900 - - - 2,764,886,536
Loans and advances to credit institutions 10,585,735 1,546,785,112 235,686,636 219,145,760 - - 2,012,203,243
Loans and advances to customers 10,820,650,901 12,055,107,342 515,582,929 306,850,420 - - 23,698,191,592
Non-current assets held for sale 96,937,363 - - - - - 96,937,363
Investment properties 24,009,175 - - - - - 24,009,175
Other tangible assets 1,315,255,381 - - - - - 1,315,255,381
Intangible assets 17,252,541 - - - - - 17,252,541
Investments in subsidiaries, associates

and jointly owned entities 943,699 - - - - - 943,699
Current tax assets 172,226,729 - - - - - 172,226,729
Deferred tax assets 2,659,124 - - - - - 2,659,124
Other assets 428,367,204 - - - - - 428,367,204
Total Assets 18,099,451,742 15,117,297,811 907,067,445 585,586,055 12,612,451 665,630 34,722,681,134
Central banks’ resources 106,230,122 - - - - - 106,230,122
Other credit institutions’ resources 214,071,757  4,818,945,989 97,750,914 49,617,475 - 132,779 5,180,518,913
Customer resources 14,483,615,620  9,505,134,928 799,362,198 576,079,588 2,507,569 - 25,366,699,903
Consigned resources 55,985,989 1,472,473 387 - - - 57,458,849
QOther subordinated liabilities - 542,121,087 - - - - 542,121,087
Debt securities 204,973,958 - - - - 204,973,958
Deferred tax liabilities 161,735,067 - - - - - 161,735,067
Other liabilities 425,142,997 - - - - - 425,142,997
Provisions 145,181,442 - - - - - 145,181,442
Total Liabilities 15,796,936,952 14,867,674,478 897,113,499 625,697,063 2,507,569 132,779 32,190,062,338
Share capital 321,428,570 - - - - - 321,428,570
Legal reserve 352,586,971 - - - - - 352,586,971
Other reserves 1,029,479,007 - - - - - 1,029,479,007
Revaluation reserves 114,295,397 - - - - - 114,295,397
Treasury shares (1,635,300) - - - - - (1,635,300)
Net income for period 716,464,152 - 716,464,152
Total Own Funds 2,532,618,797 - - - - 2,532,618,797
Total Liabilities and Own Funds 18,329,555,749 14,867,674,478 897,113,499 625,697,063 2,507,569 132,779 34,722,681,134
Net Exposure 2,302,514,790 249,623,333 9,953,947 (40,111,008) 10,104,882 532,851 -
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Information on BCI's exposure to currency risk, at 31 December 2009, is set out below:

MZN usD EUR GBP ZAR Other
Currencies

Assets
Cash and cash a ssets with central banks 2,149,520,222 328,397,006 52,777,244 - 47,251,838 - 2,577,946,310
Cash assets with credit institutions 11,229,807 272,350,491 17,991,157 12,480,531 9,063,878 14,043,861 337,159,725
Financial assets at fair value through profit or loss - 257,264,966 - - - - 257,264,966
Availab le for sale fin ancial assets 2,977,391,802 51,000,000 - - - 3,028,391,802
Loans and advances to credit institutions 448,138,936  1,222,458,190 805,749,414 - 171,658,891 - 2,648,005,431
Loans and advances to customers 6,162,070,778  6,511,539,976 342,847,644 - 230,404,769 - 13,246,863,167
Financial assets held to maturity 195,503,879 - 54,143,873 - - - 249,647,752
Investments 943,699 - - - - - 943,699
Non-current assets held for sale 22,068,723 - - - - - 22,068,723
Investment properties 19,706,657 - - - - - 19,706,657
Other tangible assets 1,017,836,407 - - - - - 1,017,836,407
Intangible assets 9,573,090 - - - - - 9,573,090
Deferred tax assets 2,659,125 - - - - - 2,659,125
Other assets 283,769,164 116,521,347 11,541,856 - - - 411,832,368
Total Assets 13,300,412,288 8,759,531,975 1,285,051,187 12,480,531 458,379,377 14,043,861 23,829,899,220
Liabilities .
Other credit institutions' resources 138,179,851  1,761,222,898 97,833,089 5,286,483 1,064,203 2,003,586,524
Customer resources 10,767,718,959  6,639,293,717 1,118,865,322 361,884 456,404,062 - 18,982,643,944
Consigned resources 62,376,176 2,686,000 330 - - - 65,062,506
Other subo rdinated liabilities - 259,830,065 - - - - 259,830,065
Deferred tax liabilities 22,748,508 - - - - - 22,748,510
Other liabilities 191,788,925 153,134,157 68,352,777 12,719,851 2,114,943 68,880 428,179,533
Provisions 131,447,015 - - - - - 131,447,015
Total Liabilities 11,314,259,435 8,816,166,838 1,285,051,518 13,081,735 463,805,487 1,133,083 21,893,498,097
Share capital 321,428,570 - - - - - 321,428,570
Reserve 1,100,383,831 - - - - - 1,100,383,831 [
Treasury shares (1,635,300) - - - - - (1,635,300) |
Net income for period 516,224,023 - - - - - 516,224,023
Total Own Funds 1,936,401,124 - - - - - 1,936,401,124
Total Liabilities and Own Funds 13,250,660,559 8,816,166,838 1,285,051,518 13,081,735 463,805,487 1,133,083 23,829,899,220
Net Exposure (in Meticais) 49,751,729  (56,634,863) (331) (601,204) (5,426,111) 12,910,778 -
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(e) Operational risk

Operational risk is the risk of losses
deriving from system faults, human error,
fraud or external events. If there is a control
failure, operational risks can damage the
bank’s reputation, have legal or regulatory
implications or give rise to financial losses.
The bank considers that an adequate
control  environment, monitoring and
providing for potential risks, enables several
of the operational risks which frequently
occur, to be mitigated. Controls include
adequate separation between functions,
authorisation and reconciliation procedures
and employee training and assessment
processes, including the existence of an
internal audit department.

3.37 Capital

BCI adopts a hands-on management ap-
proach which enables it to provide for the
risks inherent to its activity. The conformity
of BCl's capital is, inter alia, monitored by

rules and ratios established by the Bank
of Mozambique. BCI complied in full with
capital requirements this last year

Capital management

BCIl's principal capital management ob-
jectives are to ensure that the bank com-
plies with capital requirements and that it
maintains healthy capital ratios to guaran-
tee business maintenance and maximise
shareholder value.

The bank manages its capital structure
and makes adjustments in accordance with
the changes in economic conditions and
risk characteristics attached to its activities.
To maintain or adjust its capital structure,
the bank may adjust the dividends paid to
shareholders. There have been no changes
to objectives, policies and processes over
the last few years.

There was a 30.7% increase of 596.2
million Meticais in shareholders’ equity
during the year to 2.5 billion Meticais at the
end of 2009.

31-Dec-09 31-Dec-08

Share capital 321,428,570 321,428,570
Treasury shares (1,635,300) (1,635,300)
319,793,270 319,793,270

Fair value reserves (4,068,080) (10,894,735)
Other reserves 1,398,307,616 1,017,966,254
Retained earnings (12,173,558) (12,583,711)
1,382,065,978 994,487,808

Non-distributed income 114,295,397 105,896,025
Net income for period 716,464,151 516,224,023
2,532,618,796 1,936,401,126

Net income for period 13.55% 11.54%
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The solvency ratio with a comparative
improvement of 13.2% over the preceding
year continued to be higher than the 8%

Contributory factors were the bank’s in-
ternal capacity to generate own funds from
its profits and the considerable increase in

recommended by the Bank of Mozam-
bique, evidencing BClI’s financial muscle.

its reserves.

31-Dec-09 31-Dec-08
Basis own funds
Paid up capital 319,793,270 319,793,270
Reserves and retained earnings 1,382,065,978 994,487,806
Intangible assets (17,252,541) (9,573,090)
Tier | Capital total 1,684,606,707 1,304,707,986
Subordinated Loans 747,046,036 259,830,065
Other 114,295,397 105,896,025
Tier Il Capital total 861,341,433 365,726,090
Deduction from total own funds
Eligible own funds 2,545,948,140 1,670,434,076
Risk weighted assets
Balance sheet 16,520,354,693 12,560,706,205
Off-balance sheet 1,790,498,000 2,024,221,000
Basis own funds adequacy rate (Tier I) 9.2% 8.9%
Basis own funds adequacy rate (Tier Il) 4.7% 2.5%




3.38 Accounting classification
and fair value of financial

assets and liabilities

Information on the accounting classification and
fair value of financial assets and liabilities at 31

December 2009 and 2008 is set out below:

Fair value Loans and  Held fo Available Other liabilities at Book value
accounts receivable  trading forsale  amortised cost
31 December 2008
Cash and cash equivalents with central banks - - - - 2,577,946,310  2,577,946,310
Cash assets with credit institutions - - - - 337,159,725 337,159,725
Financial assets recognized at
fair value through profit or loss 305,157,316 - - - - 305,157,316
Loans and advances to credit institutions - - - - 2,648,005,431 2,648,005,431
Loans and advances to customers - - - - -
Fair value - - - - - -
Amortised cost - 13,246,863,167 - - - 13,246,863,167
Available for sale financial assets - - - - - -
Fair value - - - 3,028,391,802 - 3,028,391,802
Amortised cost - - - - - -
Non-current assets held for sale - - - - - -
Fair value - - - - - -
Amortised cost 22,068,723 22,068,723
305,157,316 13,246,863,167 3,028,391,802  5,225,951,741 21,806,364,026
Central banks’ resources - - - - - -
Credit institutions’ resources - - - - 2,003,586,524  2,003,586,524
Customer resources - - - - 18,928,643945  18,928,643,945
Consigned resources - - - - 65,062,506 65,062,506
Subordinated Loans - - - - 259,830,065 259,830,065
Debt Securities - - - - - -
- - - 21,257,123,040 21,257,123,040
Fair value Loans and  Held fo Available Other liabilities at Book value
accounts receivable trading for sale  amortised cost
31 December 2009
Cash and cash equivalents with central banks - - - - 3,285,782,195  3,285,782,195
Cash assets with credit institutions - - - - 756,841,673 756,841,673
Financial assets recognized at fair value
through profit or loss 145,950,000 - - - - 145,950,000
Loans and advances to credit institutions - - - - 2,012,203,243  2,012,203,243
Loans and advances to customers - - - - - -
Fair value - - - - - -
Amortised cost - 23,698,191,592 - - 23,698,191,592
Available for sale financial assets - - - - - -
Fair value - - 2,768,954,616 2,768,954,616
Amortised cost - - - -
Non-current assets held for sale - - - -
Fair value - - - -
Amortised cost - - - - 96,937,363 96,937,363
145,950,000 23,698,191,592 2,768,954,616  5,297,985,438 31,911,081,646

Central banks’ resources
Credit institutions’ resources
Customer resources
Consigned resources
Subordinated Loans

Debt Securities

106,230,122 106,230,122
5,180,518,913  5,180,518,913
25,366,699,903  25,366,699,903
57,458,849 57,458,849
542,121,087 542,121,087
204,973,958 204,973,958

31,458,002,832 31,458,002,832

The bank’s administration assumes that the fair value of financial instruments is similar to
the value at which they have been recognized in the financial statements.
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12. Consolidated balance sheet

Consolidated balance sheet at 31 December 2009 and 2008

Notes 31-Dec-09 31-Dec-08
ASSETS
Cash and cash equivalents with central banks 3.1 3,285,782,195 2,577,946,310
Cash equivalents with credit institutions repayable on demand 3.2 756,841,673 337,159,725
Financial assets recognized at fair value through profit or loss 83 147,124,679 257,264,966
Available for sale financial assets 34 2,764,886,536 3,278,039,554
Loans and advances to credit institutions 315 2,012,203,243 2,648,005,431
Loans and advances to customers 3.6 23,698,191,592 13,246,863,167
Investments 3.7 903,699 903,699
Non-current assets held for sale 3.8 96,937,363 22,068,723
Investment properties 39 18,770,724 19,706,657
Other tangible assets 3.10 1,320,493,832 1,017,836,407
Intangible assets 3.11 17,252,541 9,573,090
Deferred tax assets 3.32 2,659,124 2,659,124
Current tax assets 172,226,729 66,432,000
Other assets 3.12 428,367,204 345,400,367
TOTAL ASSETS 34,722,641,134 23,829,859,220
LIABILITIES
Central banks’ resources 3.13 106,230,122 -
Credit institutions’ resources 3.14 5,180,518,913 2,003,586,523
Customer resources 3.15 25,366,699,903 18,982,643,945
Consigned resources 3.16 57,458,849 65,062,506
Subordinated loans 3.17 542,121,087 259,830,065
Debt securities 3.18 204,973,958 -
Deferred tax liabilities 161,735,067 22,748,508
Other liabilities 3.19 425,142,997 428,179,534
Provisions 3.20 145,181,442 131,447,015
TOTAL LIABILITIES 32,190,062,338 21,893,498,096
OWN FUNDS
Share capital 3.21 321,428,570 321,428,570
Reserves 3.22 1,496,321,375 1,100,343,831
Treasury stock (1,635,300) (1,635,300)
Net income for period 716,464,151 516,224,023
TOTAL OWN FUNDS 2,532,578,796 1,936,361,124
TOTAL LIABILITIES AND OWN FUNDS 34,722,641,133 23,829,859,220
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Consolidated statement of comprehensive income for the years ended

31 December 2009 and 2008

Notes 31-Dec-09 31-Dec-08
Interest and similar income 3.23 2,601,973,939 2,077,962,195
Interest and similar costs 3.23 (1,137,095,330) (804,488,359)
Net interest income 1,464,878,609 1,273,473,836
Income from charges and commissions 3.24 396,201,726 338,814,438
Expenditure on charges and commissions 3.24 (72,128,253) (47,435,254)
Income from financial operations 3.25 516,219,986 256,779,642
Other operating income 3.26 188,215,849 132,003,776
Other operating expenses 3.26 (17,503,691) (31,685,583)
Operating income 2,475,884,226 1,921,950,853
Employee costs 3.27 (663,542,833) (449,764,423)
Other administrative expenses 3.28 (725,049,119) (617,396,537)
Other income 3.29 8,845,291 13,319,213
Credit impairment 3.6 (92,040,455) (121,599,650)
Impairment of other assets 3.12 (4,081,235) -
Depreciation 3.10/3.11 (120,912,325) (91,278,435)
Net provisions 32 (24,988,656) (30,097,091)
Income before tax 854,114,895 625,133,930
Tax bill 383 (137,650,743) (108,909,908)
Profit for year 716,464,151 516,224,023
Other comprehensive income, net of tax
Fair value income from available for sale financial assets 3.32 6,826,655 (747,946)
Comprehensive income for period (total) 723,290,806 515,476,077
Earnings per share 3.31 22.40 16.12
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Consoliddated statement of changes in shareholders’ equity for the years ended
31 December 2009 and 2008

Capital Legal Treasury Other  Fair Value Net income Total
reserve shares  reserves  Reserves  for period

Balance at 31 December 2007 321,428,570 210,193,668 (1,635,300) 637,865,836 -10,146,789 433,064,663 1,590,770,648
Comprehensive income for period
Profit - - - - - 516,224,022 516,224,022
Other comprehensive income
Fair value reserves (available for sale)
Fair value losses on available for sale
financial assets - - - - (747,946) - (747,946)
QOther losses - - - (475,814) - - (475,814)
Comprehensive income (total) (475,814)  (747,946) 516,224,022 515,000,262

Transactions with shareholders recognized in own funds
Contribution and distribution to shareholders
Dividends to shareholders - - - - - (169,409,784) (169,409,784)

= = = = - (169,409,784) (169,409,784)

QOther transactions

Retained earnings - 64,959,699 - 198,695,179 - (263,654,878)

Other - - - - - -

64,959,699 198,695,179 (263,654,878)

Balance at 31 December 2008 321,428,570 275,153,367 (1,635,300) 836,125,198 (10,894,735) 516,224,0231,936,401,123
Comprehensive income for period
Profit - - - - - 716,464,151 716,464,151
Other comprehensive income
Fair value reserves (available for sale)
Fair value gains on available for sale
financial assets - - - - 6,826,655 - 6,826,655
QOther gains - - - 1,982,872 - - 1,982,869
Comprehensive income ( total) - - - 1,982,872 6,826,655 716,464,151 725,273,675

Transactions with shareholders recognized in own funds

Contribution and distribution to shareholders

Dividends to shareholders - - - - - (129,056,005) (129,056,005)
Retained earnings - 77,433,603 - 309,734,414 - (387,168,017) -

Balance at 31 December 2009 321,428,570 352,586,970 (1,635,300)1,147,842,485 (4,068,080) 716,464,1522,532,618,797
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Consolidated cash flows statement for the year ended 31 December 2009 and 2008

31-Dec-09

31-Dec-08

Operating activities
Interest, commissions and other income received

2,731,118,430

1,973,884,666

Interest, commissions and other expenses paid (1,128,097,637) (820,967,910)

Payment to employees and suppliers (1,478,994,922) (955,964,055)
Net cash flow from income and expenditure 124,025,871 196,952,701
Decreases (increases) in:

Loans and advances to credit institutions 746,679,864 1,592,346,278

Loans and advances to customers (10,524,170,091) (4,626,485,607)
Net cash flow from operating assets (9,777,490,226) (3,034,139,329)

Increases (decreases) in:
Central banks’ and other credit institutions’ resources

3,141,237,455

1,666,127,075

Customer resources 7,234,072,766 2,499,517,506
Net cash flow from operating liabilities 10,375,310,221 4,165,644,581
Net cash from operating activities 721,845,865 1,328,457,953
Investing activities
Acquisitions of tangible and intangible assets (390,358,836) (335,828,632)
Increases (decreases) in the value of securities 513,504,785 47,600,164
Interest received 404,835,054 420,030,553
Other assets (171,271,380) (1,004,988,063)
Net cash from investment activities 356,709,623 (873,185,978)
Financing activities
Dividends paid (129,056,005) (169,409,784)
Other liabilities (326,917,520) 74,788,650
Net cash from financing activities (455,973,525) (94,621,134)
Effects of change in foreign exchange rate on cash and cash equivalents 516,219,986 247,483,758
Increase (decrease) in cash and equivalents 1,138,801,949 608,134,599
Cash and equivalents at beginning of period 2,896,321,139 2,288,186,540
Cash and equivalents at end of period 4,035,123,088 2,896,321,139
Reconciliation with balances set out in balance sheet:
31-Dec-08 31-Dec-08
Cash and equivalents 4,035,123,088 2,896,321,139
Cheques pending settlement drawn on credit institutions abroad 177477 7,552,248
Cheques pending settlement drawn on credit institutions in Mozambique 11,232,648
Total 4,042,623,868 2,915,106,035
Cash and equivalents with central banks 3,285,782,195 2,577,946,310
Cash equivalents with credit institutions repayable on demand 756,841,673 337,159,725
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To the Shareholders of BCI
- Banco Comercial e de
Investimentos, S.A.

We have audited the financial statements
of BCI - Banco Comercial e de Investimen-
tos, S.A. comprising its balance sheet at 31
December 2009, income statement, state-
ment of changes to shareholders’ equity,
cash flow statement for the year then ended
and notes to the financial statements,
which include a summary of the principal
accounting policies and other explanatory
notes, in accordance with the International
Financial Reporting Standards.

Board of Directors’
Responsibilities for the Financial
Statements

The board of directors is responsible for
the preparation and correct presentation of
these financial statements in accordance
with the International Financial Reporting
Standards. This responsibility includes the
design, implementation and maintenance
of the most relevant internal controls for the
preparation and correct presentation of the
financial statements, ensuring that they are
free from fraud or errors, the application
of appropriate accounting policies and the
preparation of reasonable accounting esti-
mates vis-a-vis the circumstances.

Auditors’ Responsibilities

It is our responsibility to express an opinion
on the referred to financial statements
on the basis of our audit. Our audit was
performed in accordance with International
Audit Standards. Such standards require
compliance with standards of ethical conduct

in planning and performing the audit, for the
purpose of ensuring a reasonable safety
margin regarding the non-existence of
material errors in the financial statements.

An audit requires the performance of
procedures for obtaining sufficient audit
evidence on the amount and disclosures set
outin the financial statements. The selected
procedures are performed at the auditor’s
discretion and include an assessment of
the risks of material errors in the financial
statements, to ensure that they are free
from material errors. In its performance of
such procedures the auditor considers the
internal controls relevant to the preparation
and correct presentation of the financial
statements with the objective of defining
the audit procedures appropriate to the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness
of the bank’s internal controls. An audit also
includes an assessment of the accounting
policies used and the reasonableness of the
accounting estimates made by the board
of directors, in addition to an assessment of
the presentation of the financial statements
as a whole.

We believe that the audit evidence ob-
tained is sufficient and appropriate to pro-
vide us with the bases for our opinion.

Opinion

In our opinion, the financial statements
provide an adequate reflection, in all ma-
terial aspects of the financial position of
BCIl - Banco Comercial e de Investimen-
tos S.A. for the year ended 31 December
2009, its financial performance and cash
flow statement for the year then ended, in
accordance with the International Financial
Reporting Standards.

KPMG
22 January 2010
Maputo
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14. Report and Opinion of Audit Board

Notice to Shareholders

In accordance with the law and our man-
date, we hereby submit the report on our
inspection activities and issue an opinion
on the management report and financial
statements submitted by the board of di-
rectors of Banco Comercial e de Inves-
timentos, S.A. (BCI or bank) for the year
ended 31 December 2009.

Report

During the course of the year, we monitored
the evolution of the bank’s activity, in line with
the periodicity and to the extent considered
adequate, the regularity of its accounting
records and compliance with applicable
standards, from the monthly accounting,
financial and management information,
having been provided with all clarifications
to our inquiries by the board of directors
and the bank’s various departments.

We also inspected the effectiveness
of the internal control system, comprising
the risk management system , compliance
and internal audit, resulting in our opinion of
25 June 2009.

The audit board also considered the
external auditors’ report produced by
KPMG - Auditores e Consultores S.A., on
BClI's financial statements at 31 Decem-
ber 2009.

In performing our activities, we noted
that:

a) the balance sheet, income statement,
statement of changes to shareholders’

equity and cash flow statements,
in addition to the corresponding
explanatory notes, permit an adequate
comprehension of BCl's economic
and financial situation and accurately
reflect its net worth and income for the
year;

b) the accounting policies and criteria
used are in accordance with any ap-
plicable accounting, legal and statutory
dispositions;

c) the management report is sufficiently
clear as regards the evolution of the
bank’s activity and situation, evidencing
the most significant aspects;

d) the proposal for the appropriation of
net income does not contravene the
applicable dispositions;

e) the increase in share capital to 1,900
million Meticais is in line with the bank’s
strategic plan and reinforces its image
of financial strength.

Opinion

The audit board is therefore of the opinion

that the general meeting should:

- approve the management report and
financial statements for 2009 as pro-
duced by the board of directors;

- consider the proposal for the appro-
priation of net income submitted by
the board of directors and increase in
share capital to 1,900 million Meticais.

The audit board, lastly, wishes to thank the

board of directors and the bank’s employ-

ees for their excellent collaboration during
the course of its inspection duties.

Lisbon, 19 February 2010
Audit Board











