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1. ACCOUNTING POLICIES

A. BASIS OF PRESENTATION

Banco Comercial Português, S.A. Sociedade Aberta (the ‘Bank’) is a private capital bank, established in Portugal in 1985. It started
operating on 5 May, 1986, and these financial statements reflect the results of the operations of the Bank, for the years ended 31
December 2017 and 2016.

Information comparability

The Bank's separate financial statements up to and including 31 December 31 2015 were prepared and presented in accordance with
the Adjusted Accounting Standards issued by the Bank of Portugal.

The Adjusted Accounting Standards issued by Bank of Portugal were based on the application of the International Financial
Reporting Standards (IFRS) in force and adopted by the European Union, except for the matters defined in no. 2 and 3 of Notice no.
1/2005 and no. 2 of Notice no. 4/2005 of the Bank of Portugal ('NCA's'). The NCAs included the standards issued by the International
Accounting Standards Board (IASB) as well as the interpretations issued by the International Financial Reporting Interpretations
Committee (IFRIC) and their predecessor bodies, except for the aspects already mentioned in Notices no. 1/2005 and no. 4/2005 of
the Bank of Portugal: i) valuation and provisioning of the credit granted, for which Notice no. 3/95 of the Bank of Portugal was used;
(ii) benefits to employees through the establishment of a deferral period of accounting impact resulting from the transition to IAS 19
criteria; and (iii) restriction of the application of certain options provided for in IAS / IFRS.

As of January 1, 2016, following the publication of Bank of Portugal Notice no. 5/2015, of 30 December, the Bank's separate financial
statements are now prepared in accordance with International Financial Reporting Standards (IAS/IFRS) as adopted by the European
Union, which were already used in the preparation and presentation of its consolidated financial statements since 2005.

As a result of this change, the loan portfolio, guarantees provided and other operations of a similar nature became subject to
impairment losses, calculated in accordance with the requirements of International Accounting Standard 39 - Financial Instruments:
Recognition and Measurement (IAS 39), replacing the register of provisions for specific risks and for general credit risks and for
country risk, in accordance with Bank of Portugal Notice no. 3/95, of 30 June. Accordingly, the Bank retrospectively applied the new
policy in its financial statements (restatement), with reference to the first comparative period presented, that is, 1 January 2015. In
this sense, the Separate Balance Sheet as of 1 January and 31 December 2015 and the Separate Income Statements, Separate
Statements of Comprehensive Income and Separate Statements of Changes in Equity for the year ended as at 31 December 2015
were restated, as presented in more detail in note 51.

In accordance with Regulation (EC) no. 1606/2002 from the European Parliament and the Council, of 19 July 2002 and Regulation no.
1/2005 from the Bank of Portugal (revoked by Notice no. 5/2015 from Bank of Portugal), the Bank’s financial statements are
prepared in accordance with International Financial Reporting Standards (‘IFRS’) as endorsed by the European Union (‘EU’) since the
year 2016. IFRS comprise accounting standards issued by the International Accounting Standards Board (‘IASB’) as well as
interpretations issued by the International Financial Reporting Interpretations Committee (‘IFRIC’) and their predecessor bodies. The
financial statements presented were approved on 23 April 2018 by the Bank's Board of Directors. The financial statements are
presented in thousands of Euros, rounded to the nearest thousand.

All the references in this document related to any normative always report to current version.

These separate financial statements are a translation of financial statements originally issued in Portuguese. In the event of
discrepancies, the Portuguese language version prevails.

The Bank's financial statements for the year ended 31 December 2017 were prepared in terms of recognition and measurement in
accordance with the IFRS adopted by the EU and effective on that date.

The Bank has adopted IFRS and interpretations mandatory for accounting periods beginning on or after 1 January 2017, as referred in
note 48. The accounting policies in this note were applied consistently and are consistent with those used in the preparation of the
restated financial statements of the previous period.

The Bank's financial statements are prepared under the historical cost convention, as modified by the application of fair value for
derivative financial instruments, financial assets and liabilities at fair value through profit or loss and financial assets available for
sale, except those for which a reliable measure of fair value is not available. Financial assets and liabilities that are covered under
hedge accounting are stated at fair value in respect of the risk that is being hedged, if applicable. Other financial assets and liabilities
and non-financial assets and liabilities are stated at amortised cost or historical cost. Non-current assets and disposal groups held
for sale are stated at the lower of carrying amount or fair value less costs to sell. The liability for defined benefit obligations is
recognised as the present value of the past liabilities with pensions net of the value of the fund's assets.

359



ANNUAL REPORT 2017

The preparation of the financial statements in accordance with IFRS requires the Board of Directors, on the advice of the Executive
Committee to make judgments, estimates and assumptions that affect the application of the accounting policies and reported
amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and
other factors that are believed to be reasonable under the circumstances and form the basis for making the judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates. The issues involving a higher degree of judgment or complexity or for which assumptions and estimates are considered to
be significant are presented in note 1 ab).

B. LOANS AND ADVANCES TO CUSTOMERS

Loans and advances to customers includes loans and advances originated by the Bank which are not intended to be sold in the short
term and are recognised when cash is advanced to customers.

The derecognition of these assets occurs in the following situations: (i) the contractual rights of the Bank have expired; or (ii) the Bank
transferred substantially all the associated risks and rewards.

Loans and advances to customers are initially recognised at fair value plus any directly attributable transaction costs and fees and are
subsequently measured at amortised cost using the effective interest method, being presented in the balance sheet net of
impairment losses.

i) Impairment

The Bank’s policy consists in a regular assessment of the existence of objective evidence of impairment in the loan portfolios.
Impairment losses identified are charged against results and subsequently, if there is a reduction of the estimated impairment loss,
the charge is reversed against results, in a subsequent period.

After the initial recognition, a loan or a loan portfolio, defined as a group of loans with similar credit risk characteristics, can be
classified as impaired when there is an objective evidence of impairment as a result of one or more events and when these have an
impact on the estimated future cash flows of the loan or of the loan portfolio that can be reliably estimated.

According to IAS 39, there are two methods of calculating impairment losses: (i) individually assessed loans; and (ii) collective
assessment.

1) Individually assessed loans

Impairment losses on individually assessed loans are determined by an evaluation of the exposures on a case-by-case basis. For each
loan considered individually significant, the Bank assesses, at each balance sheet date, the existence of any objective evidence of
impairment. In determining such impairment losses on individually assessed loans, the following factors, among others, are
considered:

- Bank’s aggregate exposure to the customer and the existence of overdue loans;
- the viability of the customer’s business and capability to generate sufficient cash flow to service their debt obligations in the future;
- the existence, nature and estimated value of the collaterals associated to each loan;
- a significant downgrading in the customer's rating;
- the assets available on liquidation or insolvency situations;
- the ranking of all creditors claims;
- the amount and timing of expected receipts and recoveries.

Impairment losses are calculated by comparing the present value of the expected future cash flows, discounted at the original
effective interest rate of the loan, with its current carrying value, being the amount of any loss charged in the income statement. The
carrying amount of impaired loans is presented in the balance sheet net of impairment loss. For loans with a variable interest rate, the
discount rate used corresponds to the effective annual interest rate, which was applicable in the period that the impairment was
determined.

Loans that are not identified as having an objective evidence of impairment are grouped on the basis of similar credit risk
characteristics, and assessed collectively.
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2) Collective assessment

Impairment losses are calculated on a collective basis under two different scenarios:

- for homogeneous groups of loans that are not considered individually significant; or
- losses which have been incurred but have not yet been reported (IBNR) on loans for which no objective evidence of impairment is
identified (see last paragraph (i)).

The collective impairment loss is determined considering the following factors:

- historical loss experience in portfolios with similar risk characteristics;
- knowledge of the current economic and credit conditions and its impact on the historical losses level; and
- the estimated period between a loss occurring and its identification.

The methodology and assumptions used to estimate the future cash flows are reviewed regularly by the Bank.

Loans, for which no evidence of impairment has been identified, are grouped together based on similar credit risk characteristics for
calculating a collective impairment loss. This analysis allows the Bank's recognition of losses whose identification in individual terms
only occurs in future periods.

Loans and advances to customers are written-off when there is no realistic expectation, from an economic perspective, and for
collateralised loans when the funds from the realization of the collateral have already been received, by the use of impairment losses
when they correspond to 100% of the credits value considered as non-recoverable.

C. FINANCIAL INSTRUMENTS

(i) Classification, initial recognition and subsequent measurement

Financial assets are recognized on the trade date, thus, in the date that the Bank commits to purchase the asset and are classified
considering the intent behind them, according to the categories described below:

1) Financial assets and liabilities at fair value through profit and loss

a) Financial assets and liabilities held for trading

The financial assets and liabilities acquired or issued with the purpose of sale or re-acquisition on the short term, namely bonds,
treasury bills or shares, those which are part of a financial instruments portfolio and for which there is evidence of a recent pattern of
short-term profit taking or that can be included in the definition of derivative (except in the case of a derivative classified as hedging)
are classified as trading. The dividends associated to these portfolios are accounted in Net gains / (losses) arising on trading and
hedging activities.

The interest from debt instruments is recognised as net interest income.

Trading derivatives with a positive fair value are included in Financial assets held for trading and the trading derivatives with negative
fair value are included in Financial liabilities held for trading.

b) Other financial assets and liabilities at fair value through profit and loss (“Fair Value Option”)

The Bank has adopted the Fair Value Option for certain own bond issues, loans and time deposits that contain embedded derivatives
or with related hedging derivatives. The variations of the Bank's credit risk related to financial liabilities accounted under the Fair
Value Option are disclosed in the note Net gains / (losses) arising from trading and hedging activities (note 6).

The designation of other financial assets and liabilities at fair value through profit and losses (Fair Value Option) may be performed
whenever at least one of the following requirements is fulfilled:

- the financial assets and liabilities are managed, evaluated and reported internally at its fair value;
- the designation eliminates or significantly reduces the accounting mismatch of the transactions;
- the financial assets and liabilities include derivatives that significantly change the cash-flows of the original contracts (host
contracts).
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Considering that the transactions carried out by the Bank in the normal course of its business are in market conditions, the assets and
liabilities financial instruments at fair value through profit or loss are recognised initially at their fair value, with the costs or income
associated with the transactions recognised in results at the initial moment, with subsequent changes in fair value recognized in
profit or loss. Patrimonial variations in the fair value are recorded in Net gains / (losses) arising from trading and hedging activities
(note 6). The accrual of interest and the premium / discount (when applicable) is recognised in the Net interest income based on the
effective interest rate of each transaction, as well as the accrual of interest from derivatives associated with financial instruments
classified in this category.

2) Financial assets available for sale

Financial assets available for sale held with the purpose of being maintained by the Bank, namely bonds, treasury bills or shares, are
classified as available for sale, except if they are classified in another category of financial assets. The financial assets available for
sale are initially accounted at fair value, including all expenses or income associated with the transactions. The financial assets
available for sale are subsequently measured at fair value. The changes in fair value are accounted for against "Fair value reserves".
On disposal of the financial assets available for sale or if impairment loss exists, the accumulated gains or losses recognised as fair
value reserves are recognised under "Net gains / (losses) arising from available for sale financial assets" or "Impairment for other
financial assets", in the income statement, respectively. Interest income from debt instruments is recognised in Net interest income
based on the effective interest rate, including a premium or discount when applicable. Dividends are recognised in profit and losses
when the right to receive the dividends is attributed.

3) Financial assets held to maturity

The financial assets held to maturity include non-derivative financial assets with fixed or determinable payments and fixed maturity,
for which the Bank has the intention and ability to maintain until the maturity of the assets and that were not included in other
categories of financial assets. These financial assets are initially recognised at fair value and subsequently measured at amortised
cost. The interest is calculated using the effective interest rate method and recognised in Net interest income. The impairment losses
are recognised in profit and loss when identified.

Any reclassification or disposal of financial assets included in this category that does not occur close to the maturity of the assets, or
if it is not framed in the exceptions stated by the rules, will require the Bank to reclassify the entire portfolio as Financial assets
available for sale and the Bank will not be allowed to classify any assets under this category for the following two years.

4) Loans and receivables - Loans represented by securities

Non-derivative financial assets with fixed or determined payments, that are not quoted in a market and which the Bank does not
intend to sell immediately or in a near future, may be classified in this category.

In addition to loans granted, the Bank recognises in this category unquoted bonds and commercial paper. The financial assets
recognised in this category are initially accounted at fair value and subsequently at amortised cost net of impairment. The
transaction costs are included in the effective interest rate for these financial instruments. The interest accounted based on the
effective interest rate method are recognised in Net interest income.

The impairment losses are recognised in profit and loss when identified.

5) Other financial liabilities

Other financial liabilities are all financial liabilities that are not recognised as financial liabilities at fair value through profit and loss.
This category includes money market transactions, resources from customers and from other financial institutions, issued debt, and
other transactions.

These financial liabilities are initially recognised at fair value and subsequently at amortised cost. The related transaction costs are
included in the effective interest rate. The interest calculated at the effective interest rate is recognised in Net interest income.

The financial gains or losses calculated at the time of repurchase of other financial liabilities are recognised as Net gains / (losses)
from trading and hedging activities, when occurred.
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6) Securitizations operations

a) Traditional securitizations

The Bank has four residential mortgage credit securitizations operations (Magellan Mortgages No.1, No.2, No.3 e No.4) which
portfolios were accounted derecognized of the separate balance of the Bank, as the residual notes of the referred operations were
sold to institutional investors and consequently, the risks and the benefits were substantially transferred.

The four operations are traditional securitizations, where each mortgage loan portfolio was sold to a Portuguese Loan Titularization
Fund, which has financed this purchase through the sale of titularization units to a SPE with office in Ireland. At the same time this SPE
issued and sold in the capital markets a group of different classes of bonds.

b) Synthetic securitizations

The Bank has two synthetic operations. Caravela SME No.3, which operation started on 28 June 2013, based on a medium and long
term loans portfolio of current accounts and authorized overdrafts granted by BCP, mainly to small and medium companies.

Caravela SME No.4 is a similar operation, initiated on 5 June 2014, which portfolio contains car, real estate and equipment leasing
granted between the Bank and a group of clients that belong to the same segment (small and medium companies).

In both operations, the Bank hired a Credit Default Swap (CDS) with a Special Purpose Vehicle (SPV), buying by this way the protection
for the total portfolio referred. Both cases, the synthetic securitizations, the same CDS, the risk of the respective portfolios were
divided in 3 classes: senior, mezzanine and equity. The mezzanine and part of the equity (20%) were placed in the market through an
SPV, and the subscription by investors, the Credit Linked Notes (CLNs). The Bank retained the senior risk and part of the equity
remaining (80%). The product of the CLNs issue was invested by the SPV in a deposit which total collateral the responsibilities in the
presence of the Bank, in accordance of the CDS.

ii) Impairment

At each balance sheet date, an assessment is made of the existence of objective evidence of impairment. A financial asset or group of
financial assets are impaired when there is objective evidence of impairment resulting from one or more events that occurred after its
initial recognition, such as: (i) for listed securities, a prolonged devaluation or a significant decrease in its quoted price, and (ii) for
unlisted securities, when that event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be estimated reasonably. According to the Bank's policies, 30% depreciation in the fair value of an equity
instrument is considered a significant devaluation and the 1 year period is assumed to be a prolonged decrease in the fair value below
the acquisition cost.

If an available for sale asset is determined to be impaired, the cumulative loss (measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that financial asset previously recognised in the profit or loss) is removed
from fair value reserves and recognised in profit or loss. If, in a subsequent period, the fair value of a debt instrument classified as
available for sale increases and the increase can be objectively related to an event occurred after the impairment loss was recognised
in the profit or loss, the impairment loss is reversed through the income statement. Reversal of impairment losses on equity
instruments, classified as financial assets available for sale, is recognised as a gain in fair value reserves when it occurs (there is no
reversal in profit and losses).

iii) Embedded derivatives

Embedded derivatives should be accounted for separately as derivatives, if the economic risks and benefits of the embedded
derivative are not closely related to the host contract, as long as the hybrid (combined) instrument is not initially measured at fair
value with changes through profit and loss. Embedded derivatives are classified as trading and recognised at fair value with changes
through profit and loss.
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D. DERIVATIVES HEDGE ACCOUNTING

i) Hedge accounting

The Bank designates derivatives and other financial instruments to hedge its exposure to interest rate and foreign exchange risk,
resulting from financing and investment activities. Derivatives that do not qualify for hedge accounting are accounted for as trading
instruments.

Derivative hedging instruments are stated at fair value and gains and losses on revaluation are recognised in accordance with the
hedge accounting model adopted by the Bank. A hedge relationship exists when:

- at the inception of the hedge there is formal documentation of the hedge;
- the hedge is expected to be highly effective;
- the effectiveness of the hedge can be reliably measured;
- the hedge is valuable in a continuous basis and highly effective throughout the reporting period; and
- for hedges of a forecasted transaction, the transaction is highly probable and presents an exposure to variations in cash flows that
could ultimately affect profit or loss.

When a derivative financial instrument is used to hedge foreign exchange variations arising from monetary assets or liabilities, no
hedge accounting model is applied. Any gain or loss associated to the derivative is recognised through profit and loss, as well as
changes in currency risk of the monetary items.

ii) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedge instruments are recognised in profit and
loss, together with changes in the fair value attributable to the hedged risk of the asset or liability or group of assets and liabilities. If
the hedge relationship no longer meets the criteria for hedge accounting, the cumulative gains and losses due to variations of hedged
risk linked to the hedge item recognised until the discontinuance of the hedge accounting are amortised through profit and loss over
the residual period of the hedged item.

iii) Cash flow hedge

In a hedge relationship, the effective portion of changes in fair value of derivatives that are designated and qualify as cash flow
hedges are recognised in equity - cash flow hedge reserves in the effective part of the hedge relations. Any gain or loss relating to the
ineffective portion of the hedge is immediately recognised in profit and loss when occurred.

Amounts accumulated in equity are reclassified to profit and loss in the periods in which the hedged item will affect profit or loss.

In case of hedging variability of cash-flows, when the hedge instrument expires or is disposed or when the hedging relationship no
longer meets the criteria for hedge accounting, or when the hedge relation is revoked, the hedge relationship is discontinued on a
prospective basis. Therefore, the fair value changes of the derivative accumulated in equity until the date of the discontinued hedge
accounting can be:
- deferred over the residual period of the hedged instrument; or
- recognised immediately in results, if the hedged instrument is extinguished.

In the case of a discontinued hedge of a forecast transaction, the change in fair value of the derivative recognised in equity at that
time remains in equity until the forecasted transaction is ultimately recognised in the income statement. When a forecasted
transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred to profit
and loss.

iv) Hedge effectiveness

For a hedge relationship to be classified as such according to IAS 39, effectiveness has to be demonstrated. As such, the Bank
performs prospective tests at the beginning date of the initial hedge, if applicable and retrospective tests in order to demonstrate at
each reporting period the effectiveness of the hedging relationships, demonstrating that the variations in fair value of the hedging
instrument are hedged by the fair value variations of the hedged item in the portion assigned to the risk covered. Any ineffectiveness
is recognised immediately in profit and loss when incurred.

v) Hedge of a net investment in a foreign operation

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges. Any exchange gain or loss on the
hedging instrument relating to the effective portion of the hedge is recognised in equity. The gain or loss relating to the ineffective
portion is immediately recognised in profit and loss. Gains and losses accumulated in equity related to the investment in a foreign
operation and to the associated hedge operation are recognised in equity are transferred to profit and loss, on the disposal of the
foreign operation as part of the gain or loss from the disposal.
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E. RECLASSIFICATIONS BETWEEN FINANCIAL INSTRUMENTS CATEGORIES

In October 2008, the IASB issued a change to IAS 39 – Reclassification of Financial Assets (Amendments to IAS 39 Financial
Instruments: Recognition and Measurement and IFRS 7: Financial Instruments Disclosures). This change allowed an entity to transfer
financial assets from Financial assets at fair value through profit and loss – trading to Financial assets available for sale, to Loans and
Receivables - Loans represented by securities or to Financial assets held-to-maturity, as long as the requirement referred in the
standard namely when there is some event that is uncommon and highly improbable that will occur again in the short term, that is,
the event can be classified as a rare circumstance. The Bank adopted this possibility for a group of financial assets.

The analysis of the reclassifications is detailed in note 21 - Financial assets held for trading, Other financial assets held for trading at
fair value through profit or loss and Financial assets available for sale. Transfers of financial assets recognised in the category of
Financial assets available-for-sale to Loans and receivables - Loans represented by securities and to Financial assets held-to-
maturity are allowed, in determined and specific circumstances.

Transfers from and to Other financial assets and financial liabilities at fair value through profit and loss (Fair value option) are
prohibited.

F. DERECOGNITION

The Bank derecognises financial assets when all rights to future cash flows have expired. In a transfer of assets, derecognition can
only occur either when risks and rewards have been substantially transferred or the Bank does not maintain control over the assets.

The Bank derecognises financial liabilities when these are cancelled or extinguished.

G. EQUITY INSTRUMENTS

A financial instrument is an equity instrument only if (a) the instrument includes no contractual obligation to deliver cash or another
financial asset to another entity or to exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the entity and (b) if the instrument will or may be settled in the issuer's own equity instruments, it is either a
non-derivative that includes no contractual obligation for the issuer to deliver a variable number of its own equity instruments or a
derivative that will be settled only by the issuer exchanging a fixed amount of cash or another financial asset for a fixed number of its
own equity instruments.

An equity instrument, independently from its legal form, evidences a residual interest in the assets of an entity after deducting all of
its liabilities.

Transaction costs directly attributable to an equity instruments’ issuance are recognised in equity as a deduction to the amount
issued. Amounts paid or received related to sales or acquisitions of equity instruments are recognised in equity, net of transaction
costs.

Preference shares issued by the Bank are considered as an equity instrument when redemption of the shares is solely at the discretion
of the Bank and dividends are paid at the discretion of the Bank.

Income from equity instruments (dividends) are recognised when the obligation to pay this income is established and are deducted to
equity.

H. COMPOUND FINANCIAL INSTRUMENTS

Financial instruments that contain both a liability and an equity component (example: convertible bonds) are classified as compound
financial instruments. For those instruments classified as compound financial instruments, the terms of its conversion to ordinary
shares (number of shares) cannot change with changes in its fair value. The financial liability component corresponds to the present
value of the future interest and principal payments, discounted at the market interest rate applicable to similar financial liabilities
that do not have a conversion option. The equity component corresponds to the difference between the proceeds of the issue and the
amount attributed to the financial liability. Financial liabilities are measured at amortised cost through the effective interest rate
method. The interests are recognised in Net interest income.
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I. SECURITIES BORROWING AND REPURCHASE AGREEMENT TRANSACTIONS

i) Securities borrowing

Securities lent under securities lending arrangements continue to be recognised in the balance sheet and are measured in accordance
with the applicable accounting policy. Cash collateral received in respect of securities lent is recognised as a financial liability.
Securities borrowed under securities borrowing agreements are not recognised. Cash collateral placements in respect of securities
borrowed are recognised under loans and advances to either banks or customers. Income and expenses arising from the securities
borrowing and lending business are recognised on an accrual basis over the period of the transactions and are included in interest
income or expense (net interest income).

ii) Repurchase agreements

The Bank performs acquisition/sale of securities under reselling/repurchase agreements of securities substantially equivalent in a
future date at a predetermined price ('repos'/'reverse repos'). The securities related to reselling agreements in a future date are not
recognised on the balance sheet. The amounts paid are recognised in loans and advances to customers or loans and advances to
credit institutions. The receivables are collateralised by the related securities. Securities sold through repurchase agreements
continue to be recognised in the balance sheet and are revaluated in accordance with the applicable accounting policy. The amounts
received from the proceeds of these securities are considered as resources from customers or resources from credit institutions.

The difference between the acquisition/sale and reselling/repurchase conditions is recognised on an accrual basis over the period of
the transaction and is included in interest income or expenses.

J. INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES

Investments in subsidiaries and associated are accounted for in the Bank's separate financial statements at its historical cost less any
impairment losses.

Subsidiaries are entities controlled by the Bank (including structure entities and investment funds). The Bank controls an entity when
it is exposed to, or has rights to, variable returns from its involvement with the entity (de facto control). The financial statements of
subsidiaries are included in the consolidated financial statements from the date on which control commences until the date on which
control ceases.

Investments in associates

Associates are those entities in which the Bank has significant influence but not control over the financial and operating policy
decisions of the investee. It is assumed that the Bank has significant influence when it holds, directly or indirectly, 20% or more of the
voting rights of the investee. If the Bank holds, directly or indirectly less than 20% of the voting rights of the investee, it is presumed
that the Bank does not have significant influence, unless such influence can be clearly demonstrated.

The existence of significant influence by the Bank is usually evidenced in one or more of the following ways:

- representation on the Board of Directors or equivalent governing body of the investee;
- participation in policy-making processes, including participation in decisions about dividends or other distributions;
- material transactions between the Bank and the investee;
- interchange of the management team; or
- provision of essential technical information.

Impairment

The recoverable amount of the investments in subsidiaries and associates is assessed annually, with reference to the end of the year
or whenever exists any impairment triggers. Impairment losses are calculated based on the difference between the recoverable
amount of the investments in subsidiaries and associates and their book value. Impairment losses identified are charged against
results and subsequently, if there is a reduction of the estimated impairment loss, the charge is reversed, in a subsequent period. The
recoverable amount is determined based on the higher between the assets value in use and the fair value deducted of selling costs,
calculated using valuation methodologies supported by discounted cash flow techniques, considering market conditions, the time
value of money and the business risks.
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K. NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OR DISCONTINUING OPERATIONS

Non-current assets, groups of non-current assets held for sale (groups of assets together with related liabilities that include at least a
non current asset) and discontinued operations are classified as held for sale when it is intention to sell the referred assets and
liabilities and when the referred assets or group of assets are available for immediate sale, subject to the terms of sale usually
applicable to these types of assets, and its sale is highly probable. In order for the sale to be considered highly probable, the Bank
must be committed to a plan to sell the asset (or disposal group), and must have been initiated an active program to locate a buyer
and complete the plan. In addition, the asset (or disposal group) must be actively marketed for sale at a price that is reasonable in
relation to its current fair value. Furthermore, it should be expected the sale to qualify for recognition as a completed sale within one
year from the date of classification, except as permitted by paragraph 9 of IFRS 5 and that the Bank remains committed to the asset
sales plan and the delay is caused by events or circumstances beyond its control.

The Bank also classifies as non-current assets held for sale those non-current assets or groups of assets acquired exclusively with a
view to its subsequent disposal, which are available for immediate sale and its sale is highly probable. Immediately before
classification as held for sale, the measurement of the non-current assets or all assets and liabilities in a disposal group, is performed
in accordance with the applicable IFRS. After their reclassification, these assets or disposal groups are measured at the lower of their
cost and fair value less costs to sell.

Non-operating real estate (INAE)

The Bank also classifies non-current assets held for sale the non-operating real estate (INAE), which include properties acquired by
the Bank as a result of the resolution of customer credit processes, as well as own properties that are no longer used by the Bank's
services.

At the time of acquisition, real estate classified as INAE is recognised at the lower of the value of the loans existing on the date on
which the recovery occurs or the judicial decision is formalised, and the fair value of the property, net of estimated costs for sale.

Subsequent measurement of INAE Is is made at the lower of their book value and the corresponding fair value, net of the estimated
costs for their sale and are not subject to amortization. Impairment losses are recorded in the results of the period in which they arise.

The fair value is determined based on the market value, which is determined based on the expected sales price obtained through
periodic evaluations made by expert external evaluators accredited to the CMVM.

Whenever the net fair value of the selling costs calculated for an INAE is less than the amount by which the same is recognized in the
Bank's balance sheet, an impairment loss is recorded in the amount of the decrease in value ascertained. Impairment losses are
recorded against income for the year.

If the net fair value of the selling costs of an INAE, after recognition of impairment, indicates a gain, the Bank may reflect that gain up
to the maximum of the impairment that has been recorded on that property.

L. LEASE TRANSACTIONS

In accordance with IAS 17, the lease transactions are classified as financial whenever their terms transfer substantially all the risks
and rewards associated with the ownership of the property to the lessee. The remaining leases are classified as operational. The
classification of the leases is done according to the substance and not the form of the contract.

i) Finance lease transactions

At the lessee's perspective, finance lease transactions are recorded at the beginning as an asset and liability at fair value of the leased
asset, which is equivalent to the present value of the future lease payments. Lease rentals are a combination of the financial charge
and the amortisation of the capital outstanding. The financial charge is allocated to the periods during the lease term to produce a
constant periodic rate of interest on the remaining liability balance for each period.

At the lessor's perspective, assets held under finance leases are recorded in the balance sheet as a receivable at an amount equal to
the net investment in the lease. Lease rentals are a combination of the financial income and amortization of the capital outstanding.
Recognition of the financial result reflects a constant periodical return rate over the remaining net investment of the lessor.
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Assets received arising from the resolution of leasing contracts and complying with the definition of assets held for sale
classified in this category, are measured in accordance with the accounting policy defined in note 1k).

ii) Operational leases

At the lessee's perspective, the Bank has various operating leases for properties and vehicles. The payments under these leases are
recognised in Other administrative costs during the life of the contract, and neither the asset nor the liability associated with the
contract is evidenced in its balance sheet.

M. INTEREST RECOGNITION

Interest income and expense for financial instruments measured at amortised cost are recognised in the interest income or expenses
(net interest income) through the effective interest rate method. The interest related to financial assets available for sale calculated
at the effective interest rate method are also recognised in net interest income as well as those from assets and liabilities at fair value
through profit and loss.

The effective interest rate is the rate that discounts estimated future cash payments or receipts through the expected life of the
financial instrument (or, when appropriate, for a shorter period), to the net carrying amount of the financial asset or financial liability.

For calculating the effective interest rate, the Bank estimates future cash flows considering all contractual terms of the financial
instrument (for example: early payment options) but without considering future impairment losses. The calculation includes all fees
paid or received considered as included in the effective interest rate, transaction costs and all other premiums or discounts directly
related to the transaction, except for assets and liabilities at fair value through profit and loss.

If a financial asset or a group of similar financial assets has been written down as a result of an impairment loss, interest income is
recognised based on the interest rate used to discount the future cash flows for the purpose of measuring the impairment loss.

Specifically regarding the accounting policy for interest on overdue loans’ portfolio, the following aspects are considered:
- interest income for overdue loans with collaterals are accounted for as income up to the limit of the valuation of the collateral on a
prudent basis, in accordance with IAS 18, assuming that there is a reasonable probability of recoverability; and
- the interests accrued and not paid for overdue loans for more than 90 days that are not covered by collaterals are written-off from
the Bank's financial statements and are recognised only when received, in accordance with IAS 18, on the basis that its recoverability
is considered to be remote.

For derivative financial instruments, except those classified as hedging instruments of interest rate risk, the interest component is not
separated from the changes in the fair value and is classified under Net gains / (losses) from trading and hedging activities. For
hedging derivatives of interest rate risk and those related to financial assets or financial liabilities recognised in the Fair Value Option
category, the interest component is recognised under interest income or expense (Net interest income).

N. RECOGNITION OF INCOME FROM SERVICES AND COMMISSIONS

Income from services and commissions are recognised according to the following criteria:

- when are earned as services are provided, are recognised in income over the period in which the service is being provided;
- when are earned on the execution of a significant act, are recognised as income when the service is completed.

Income from services and commissions, that are an integral part of the effective interest rate of a financial instrument, are recognised
in net interest income.

O. FINANCIAL NET GAINS / LOSSES (NET GAINS / LOSSES ARISING FROM TRADING AND HEDGING
ACTIVITIES, FROM FINANCIAL ASSETS AVAILABLE FOR SALE AND FROM FINANCIAL ASSETS HELD TO
MATURITY)

The caption Financial net gains / losses includes gains and losses arising from financial assets and financial liabilities at fair value
through profit and loss, that is, fair value changes and interest on trading derivatives and embedded derivatives, as well as the
corresponding dividends received. This caption also includes the gains and losses arising from the sale of available for sale financial
assets and financial assets held-to-maturity. The changes in fair value of hedging derivatives and hedged items, when fair value
hedge is applicable, are also recognised in this caption.
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Number of years

Buildings 50

Expenditure on freehold and leasehold buildings 10

Equipment 4 to 12

Other fixed assets 3

P. FIDUCIARY ACTIVITIES

Assets held in the scope of fiduciary activities are not recognised in the Bank’s separate financial statements. Fees and commissions
arising from this activity are recognised in the income statement in the period in which they occur.

Q. OTHER TANGIBLE ASSETS

Other tangible assets are stated at acquisition cost less accumulated depreciation and impairment losses. Subsequent costs are
recognised as a separate asset only when it is probable that future economic benefits will result for the Bank. All other repairs and
maintenance expenses are charged to the income statement during the financial period in which they are incurred.

Depreciation is calculated on a straight-line basis, over the following periods which correspond to their estimated useful life:

Whenever there is an indication that a fixed tangible asset might be impaired, its recoverable amount is estimated and an impairment
loss shall be recognised if the net value of the asset exceeds its recoverable amount. The recoverable amount is determined as the
highest between the fair value less costs to sell and its value in use calculated based on the present value of future cash-flows
estimated to be obtained from the continued use of the asset and its sale at the end of the useful life.

The impairment losses of the fixed tangible assets are recognised in profit and loss for the year.

R. INTANGIBLE ASSETS

i) Research and development expenditure

The Bank does not capitalise any research and development costs. All expenses are recognised as costs in the period in which they
occur.

ii) Software

The Bank accounts, as intangible assets, the costs associated to software acquired from external entities and depreciates them on a
straight line basis by an estimated lifetime of three years. The Bank does not capitalise internal costs arising from software
development.

S. CASH AND EQUIVALENTS

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months’ maturity
from the balance sheet date, including cash and deposits with Central Banks and loans and advances to credit institutions.

T. OFFSETTING

Financial assets and liabilities are offset and recognised at their net book value when: i) the Bank has a legal right to offset the
amounts recognised and transactions can be settled at their net value; and ii) the Bank intends to settle on a net basis or perform the
asset and settle the liability simultaneously. Considering the current operations of the Bank, no compensation of material amount is
made. In case of reclassifications of comparative amounts, the provisions of IAS 1.41 are disclosed: i) the nature of the
reclassification; ii) the amount of each item (or class of items) reclassified and iii) the reason for the reclassification.

U. FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currencies are translated into the respective functional currency of the operation at the foreign exchange rate
at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies, are translated into the respective
functional currency of the operation at the foreign exchange rate at the reporting date. Foreign exchange differences arising on
translation are recognised in the profit and loss. Non-monetary assets and liabilities denominated in foreign currencies, which are
stated at historical cost, are translated into the respective functional currency of the operation at the foreign exchange rate at the
date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are
translated into the respective functional currency of the operation at the foreign exchange rate at the date that the fair value was
determined against profit and loss, except for financial assets available for sale, for which the difference is recognised against equity.
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V. EMPLOYEE BENEFITS

i) Defined benefit plans

The Bank has the responsibility to pay to their employees' retirement pensions and widow and orphan benefits and permanent
disability pensions, in accordance with the agreement entered with the two collective labour arrangements. These benefits are
estimated in the pension's plans ‘Plano ACT’ and ‘Plano ACTQ’ of the Pension Plan of BCP Group.

Until 2011, along with the benefits provided in two planes above, the Bank had assumed the responsibility, under certain conditions
in each year, of assigning a complementary plan to the Bank's employees hired before 21 September, 2006 (Complementary Plan).
The Bank at the end of 2012 decided to extinguish ("cut") the benefit of old age Complementary Plan. As at 14 December 2012, the
ISP ("Instituto de Seguros de Portugal" - Portuguese Insurance Institute) formally approved this change to the benefit plan of the Bank
with effect from 1 January 2012. The cut of the plan was made, having been assigned to the employees, individual rights acquired. On
that date, the Bank also proceeded to the settlement of the related liability.

From 1 January 2011, banks' employees were integrated in the General Social Security Scheme which now covers their maternity,
paternity, adoption and pension benefits. However, the Banks remain liable for those benefits as concern illness, disability and life
insurance (Decree-Law no. 1-A/2011, of 3 January).

The contributory rate is 26.6% divided between 23.6% supported by the employer and 3% supported by the employees, replacing the
Banking Social Healthcare System which was extinguished by the decree law referred above. As a consequence of this amendment
the capability to receive pensions by the actual employees are covered by the General Social Security Scheme regime, considering the
service period between 1 January 2011 and the retirement age. The Bank supports the remaining difference for the total pension
assured in Collective Labour Agreement.

This integration has led to a decrease in the present value of the total benefits reported to the retirement age to be borne by the
Pension Fund, and this effect is to be recorded in accordance with the "Unit Credit Projected" during the average lifetime of the
pension until the normal retirement age is reached. The calculation of the liability for pensions carried out periodically by the actuary
considers this effect and is calculated taking into account the actuarial assumptions in force, ensuring that the liabilities calculated
with reference to 31 December 2010, not considering the effect of the integration of bank employees into the General Social Security
Scheme are fully covered and deducted from the amount of the effect recognised until the date. The component of this effect for the
year is recognized under the heading "Current service costs".

Following the approval by the Government of the Decree-Law no. 127/2011, which was published on 31 December, was established
an agreement between the Government, the Portuguese Banking Association and the Banking Labour Unions in order to transfer, to
the Social Security, the liabilities related to pensions currently being paid to pensioners and retirees, as at 31 December 2011.

This agreement established that the responsibilities to be transferred related to the pensions in payment as at 31 December 2011 at
fixed amounts (discount rate 0%) in the component established in the IRCT - Instrument of Collective Regulation of Work of the
retirees and pensioners. The responsibilities related to the increase in pensions as well as any other complements namely,
contributions to the Health System (SAMS), death benefit and death before retirement benefit continued to be under the
responsibility of the Financial Institutions.

At the end of December 2016, a revision of the Collective Labour Agreement (ACT) was reached between the BCP Group and the two
unions representive of the Group's employees, which introduced changes in the Social Security chapter and consequently in the
pension plan financed by the BCP Group Pension Fund. The new ACT has already been published by the Ministry of Labour in Bulletin
of Labour and Employment, and their effects were recorded in the financial statements of 31 December 2016, for employees
associated with these two unions.

The negotiation with the " Sindicato dos Bancários do Norte”" ("SBN"), which was also involved in the negotiations of the new ACT,
was concluded in April 2017 with the publication of the Bulletin of Labour and Employment, with the effects of this new ACT recorded
in the financial statements as at 31December 2017, for employees associates of SBN.

The most relevant changes occurred in the ACT were the change in the retirement age (presumed disability) that changed from 65
years to 66 years and two months in 2016, and the subsequent update of a further month for each year, at the beginning of each
calendar year, and can not, in any case, be higher than which it is in force at any moment in the General Regime of Social Security, the
change in the formula for determining the employer's contribution to the SAMS and a new benefit called the End of career premium
that replaces the Seniority premium.

These changes described above were framed by the Bank as a change to the pension plan under the terms of IAS 19, as such had an
impact on the present value of the liabilities with services rendered and were recognised in the income statement for the year under
"Staff costs ".
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In 2017, after the authorization of the Insurance and Pension Funds Supervision Authority (ASF), the BCP group's pension fund
agreement was amended. The main purpose of the process was to incorporate into the pension fund the changes introduced in the
Group's ACT in terms of retirement benefits and also to pass to the pension fund, the responsibilities that were directly chargeable to
the company's (extra-fund liabilities). The pension fund has a part exclusively affected to the financing of these liabilities, which in
the scope of the fund are called Additional Complement. The End of career premium also became the responsibility of the pension
fund under the basic pension plan.

The Bank’s net obligation in respect of pension plans (defined benefit pensions plan) is calculated on a half year basis at 31 December
and 30 June of each year, and whenever there are significant market fluctuations or significant specific events, such as changes in the
plan, curtailments or settlements since the last estimate. The responsibilities with past service are calculated using the Unit Credit
Projected method and actuarial assumptions considered adequate.

Pension liabilities are calculated by the responsible actuary, who is certified by the Insurance Supervision Authority and Pension Fund
(ASF).

The Bank’s net obligation in respect of defined benefit pension plans and other benefits is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in return for their service in the current and prior periods. The
benefit is discounted in order to determine its present value, using a discount rate determined by reference to interest rates of high-
quality corporate bonds that have maturity dates approximating the terms of the Group’s obligations. The net obligations are
determined after the deduction of the fair value of the Pension Plan's assets.

Extra-fund liability refers to pension supplements allocated to various employees under the retirement's negotiation processes with
the aim of encouraging them to join staff reduction programs.

The income / cost of interests with the pension plan is calculated, by the Bank, multiplying the net asset / liability with retirement
pension (liabilities less the fair value of the plan's assets) by the discount rate used in the determination of the retirement pension
liabilities, mentioned before. On this basis, the income / cost net of interests includes the interest costs associated with retirement
pension liabilities and the expected return of the plan's assets, both measured based on the discount rate used to calculate the
liabilities.

Gains and losses from the re-measurement, namely (i) actuarial gains and losses resulting from differences between actuarial
assumptions used and the amounts   actually observed (experience gains and losses) and changes in actuarial assumptions and (ii)
gains and losses arising from the difference between the expected return of the plan's assets and the amounts  obtained, are
recognised against equity under other comprehensive income.

The Bank recognises in its income statement a net total amount that comprises (i) the current service cost, (ii) the income / cost net
of interest with the pension plan, (iii) the effect of early retirement, (iv) past service costs and (v) the effects of any settlement or
curtailment occurred during the period. The net income / cost with the pension plan is recognised as interest and similar income or
interest expense and similar costs depending on their nature. The costs of early retirements correspond to the increase in liabilities
due to the employee's retirement before reaching the age of retirement.

Employee benefits, other than pension plans, namely post retirement health care benefits and benefits for the spouse and sons for
death before retirement are also included in the benefit plan calculation.

The contributions to the funds are made annually by the Bank according to a certain plan contributions to ensure the solvency of the
fund. The minimum level required for the funding is 100% regarding the pension payments and 95% regarding the past services of
active employees.

ii) Defined contribution plan

For Defined Contribution Plan, the responsibilities related to the benefits attributed to the Bank's employees are recognised as
expenses when incurred.

As at 31 December 2017, the Bank has two defined contribution plans. One plan covers employees who were hired before 1 July
2009. For this plan, called non-contributory, Bank's contributions will be made annually and equal to 1% of the annual remuneration
paid to employees in the previous year. Contributions shall only be made   if the following requirements are met: (i) the Bank's ROE
equals or exceeds the rate of government bonds of 10 years plus 5 percentage points, and (ii) distributable profits or reserves exist in
the accounts of Banco Comercial Português.

The other plan covers employees who have been hired after 1 July 2009. For this plan, designated contributory, monthly
contributions will be made equal to 1.5% of the monthly remuneration received by employees in the current month, either by
themselves or by the Bank and employees. This contribution has a mandatory character and is defined in the Collective Labour
Agreement of the BCP Group, and does not have a performance criterion.
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iii) Share based compensation plan

As at 31 December 2017 there are no share based compensation plans in force.

iv) Variable remuneration paid to employees

The Executive Committee decides on the most appropriate criteria of allocation among employees, whenever it is attributed. This
variable remuneration is charged to income statement in the period to which it relates.

W. INCOME TAXES

The Bank is subject to the regime established by the Income Tax Code ("CIRC"). Additionally, deferred taxes resulting from the
temporary differences between the accounting net income and the net income accepted by the Tax Authorities for Income Taxes
calculation are accounted for, whenever there is a reasonable probability that those taxes will be paid or recovered in the future.

Income tax registered in net income for the year comprises current and deferred tax effects. Income tax is recognised in the income
statement, except when related to items recognised directly in equity, which implies its recognition in equity. Deferred taxes arising
from the revaluation of financial assets available for sale and cash flow hedging derivatives are recognised in shareholders’ equity
and are recognised after in the income statement at the moment the profit and loss that originated the deferred taxes are
recognised.

Current tax is the value that determines the taxable income for the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred taxes are calculated in accordance with the liability method based on the balance sheet, considering temporary differences,
between the carrying amounts of assets and liabilities and the amounts used for taxation purposes using the tax rates approved or
substantially approved at balance sheet date and that is expected to be applied when the temporary difference is reversed.

Deferred tax liabilities are recognised for all taxable temporary differences except for goodwill not deductible for tax purposes,
differences arising on initial recognition of assets and liabilities that affect neither accounting nor taxable profit and differences
relating to investments in subsidiaries to the extent that probably they will not reverse in the foreseeable future.

Deferred taxes assets are recognised to the extent when it is probable that future taxable profits will be available to absorb
deductible temporary differences for taxation purposes (including reportable taxable losses).

The Bank, as established in IAS 12, paragraph 74, compensates the deferred tax assets and liabilities if, and only if: (i) has a legally
enforceable right to set off current tax assets against current tax liabilities; and (ii) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and assets on a net basis, or to realize the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

In 2016, a group of entities of the BCP Group adhered to the Special Regime for the Taxation of Groups of Companies ("RETGS") for
the purposes of taxation of income tax, with BCP being the dominant entity.

Under the scope of taxation under this regime, the Group chose to consider that the effects of the determination of the taxable
income according to RETGS are reflected in the tax calculation of each entity's fiscal year, which includes the effect on the current tax
due to the use of tax loss carry forwards generated by another entity of the Group.

X. SEGMENTAL REPORTING

The Bank adopted the IFRS 8 - Operating Segments for the purpose of disclosure financial information by operating segments. An
operating segment is a Bank's component: (i) which develops business activities that can obtain revenues or expenses; (ii) whose
operating results are regularly reviewed by the management with the aim of taking decisions about allocating resources to the
segment and assess its performance, and (iii) for which separate financial information is available.

Taking into consideration that the separate financial statements are present with the Group's report, in accordance with the
paragraph 4 of IFRS 8, the Bank is dismissed to present separate information regarding Segmental Reporting.
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Y. PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

i) Provisions

Provisions are recognised when (i) the Bank has a present obligation (legal or resulting from past practices or published policies that
imply the recognition of certain responsibilities), (ii) it is probable that a payment will be required to settle and (iii) a reliable estimate
can be made of the amount of the obligation.

The measurement of provisions takes into account the principles set in IAS 37 regarding the best estimate of the expected cost, the
most likely result of current actions and considering the risks and uncertainties inherent in the process result. On the cases that the
discount effect is material, provision corresponds to the actual value of the expected future payments, discounted by a rate that
considers the associated risk of the obligation.

Provisions are reviewed at each balance sheet date and adjusted to reflect the best estimate, being reverted through profit and loss in
the proportion of the payments that are probable.

The provisions are derecognised through their use for the obligations for which they were initially accounted or for the cases that the
situations were not already observed.

ii) Contingent liabilities

Contingent liabilities are not recognised in the financial statements being framed under IAS 37 whenever the possibility of an outflow
of resources regarding economic benefits is not remote.
The Bank registers a contingent liability when:
a) it is a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the control of the Bank; or
b) a present obligation that arises from past events but is not recognised because:

i) it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation; or
ii) the amount of the obligation cannot be measured with sufficient reliability

The contingent liabilities identified are subject to disclosure, unless the possibility of an outflow of resources incorporating economic
benefits is remote.

iii) Contingent assets

Contingent assets are not recognised in the financial statements and are disclosed when a future economic inflow of resources is
probable.

Z. EARNINGS PER SHARE

Basic earnings per share are calculated by dividing net income attributable to shareholders of the Bank by the weighted average
number of ordinary shares outstanding, excluding the average number of ordinary shares purchased by the Bank and held as treasury
shares.

For the diluted earnings per share, the weighted average number of ordinary shares outstanding is adjusted to consider conversion of
all dilutive potential ordinary shares. Potential or contingent share issues are treated as dilutive when their conversion to shares
would decrease net earnings per share. If the earnings per share are changed as a result of an issue with premium or discount or other
event that changed the potential number of ordinary shares or as a result of changes in the accounting policies, the earnings per
share for all presented periods should be adjusted retrospectively.

AA. INSURANCE OR REINSURANCE INTERMEDIATION SERVICES

The Banco Comercial Português is an entity authorized by the 'Autoridade de Supervisão de Seguros e Fundos de Pensões'
(Portuguese Insurance Regulation) to practice the activity of insurance intermediation in the category of Online Insurance Broker, in
accordance with Article 8., Paragraph a), point i) of Decree-Law n. º 144/2006, of July 31, developing the activity of insurance
intermediation in life and non-life.

Within the insurance intermediation services, the Bank performs the sale of insurance contracts. As compensation for services
rendered for insurance intermediation, receives commissions for arranging contracts of insurance and investment contracts, which
are defined in the agreements / protocols established with the Insurance Companies.

Commissions received by insurance intermediation are recognised in accordance with the accrual accounting principle, so the
commissions which receipt occurs at different time period to which it relates are subject to registration as an amount receivable
under Other Assets.
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AB. ACCOUNTING ESTIMATES AND JUDGMENTS IN APPLYING ACCOUNTING POLICIES

IFRS set forth a range of accounting treatments that requires that the Board of Directors, on the advice of the Executive Committee,
to apply judgments and to make estimates in deciding which treatment is most appropriate. The most significant of these accounting
estimates and judgments used in the accounting principles application are discussed in this section in order to improve
understanding of how their application affects the Banks’s reported results and related disclosure.

Considering that in some cases there are several alternatives to the accounting treatment chosen by the Board of Directors, on the
advice of the Executive Committee, the Bank’s reported results would differ if a different treatment was chosen. The Board of
Directors, on the advice of the Executive Committee believes that the choices made are appropriate and that the financial statements
present the Bank’s financial position and results fairly in all material relevant aspects.

The alternative outcomes discussed below are presented solely to assist the reader in understanding the financial statements and are
not intended to suggest that other alternatives or estimates would be more appropriate.

i) Impairment losses on loans and advances to customers

The Bank reviews its loan portfolios to assess impairment losses on a regularly basis, as described in note 1 b). The evaluation process
in determining whether an impairment loss should be recorded is subject to numerous estimates and judgments. The probability of
default, risk ratings, value of associated collaterals recovery rates and the estimation of both the amount and timing of future cash
flows received, among other things, are considered in making this evaluation.

Alternative methodologies and the use of different assumptions and estimates could result in a higher level of impairment losses
recognised with a consequent impact in Bank's income statement.

ii) Income taxes

Significant interpretations and estimates are required in determining the total amount for income taxes. There are many transactions
and calculations for which the ultimate tax determination is uncertain during the ordinary course of business. Different
interpretations and estimates would result in a different level of income taxes, current and deferred, recognised in the year.

This aspect assumes greater relevance for the purposes of the analysis of the recoverability of deferred taxes, in which the Bank
considers projections of future taxable income based on a set of assumptions, including the estimate of income before tax,
adjustments to the taxable and the interpretation of the tax legislation. Thus, the recoverability of deferred tax assets depends on the
implementation of the Bank's Board of Directors, namely the ability to generate estimated taxable income and the interpretation in
the tax legislation.

The taxable profit or tax loss reported by the Bank can be corrected by the Portuguese tax authorities within four years except in the
case it has been made any deduction or used tax credit, when the expiration date is the period of this right report. The Executive
Committee believes that any corrections resulting mainly from differences in the interpretation of tax law will not have material
effect on the financial statements.

Regarding the activity in Portugal, the specific rules regarding the tax regime for credit impairment and guarantees for the tax
periods beginning on or after 1 January 2018 are not defined, since the reference to the Bank of Portugal Notice No. 3/95 was only
applicable until 31 December 2017 and the regime that will be effective as at 1 January 2018 has not yet been defined. In this context,
the Executive Committee is considering, for the purpose of calculating taxable income and the deferred tax recording with reference
to 31 December 2017, that the impairment of the credit and guarantees recorded which is deductible for IRC purpose is limited to the
amount of the deductible provisions that would have been verified if the Bank of Portugal Notice No. 3/95 still remained in force.

In the projections of future taxable income, the Bank considered the future maintenance of the tax regime applicable to impairment
of loans and guarantees, based on the minimum limits applicable under Bank of Portugal Notice No. 3/95, which was in force in 2015
(pursuant to Regulatory Decree No. 19/2015 of 30 December), 2016 (pursuant to Regulatory Decree No. 5/2016 of 18 November) and
2017 (under the terms of Regulatory Decree No. 11/2017, of 28 December).
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iii) Non-current assets held for sale (real estate) valuation

The properties registered in the portfolio of non-current assets held for sale are subject to periodic real estate valuations, carried out
by independent experts registered at the CMVM, from their registration and until their derecognition, to be carried out on a property
by property basis, according to the circumstances in which each property is and consistent with the disposal strategy. The
preparation of these evaluations involves the use of several assumptions. Different assumptions or changes occurred in them may
affect the recognised value of these assets.

iv) Pension and other employees’ benefits

Determining pension liabilities requires the use of assumptions and estimates, including the use of actuarial projections, estimated
returns on investment, and other factors, such as discount rate, pensions and salary growth rate and mortality table, that could
impact the cost and liability of the pension plan.

As defined by IAS 19, the discount rate used to update the responsibilities of the Bank's pension fund is based on an analysis
performed over the market yield regarding a bond issues universe – with high quality (low risk), different maturities (appropriate to
the period of liquidation of the fund's liabilities) and denominated in Euros - related to a diverse and representative range of issuers.

v) Impairment of financial assets available for-sale

The Bank determines that financial assets available for-sale are impaired when there has been a significant or prolonged decrease in
the fair value. This determination of what is significant or prolonged requires judgment. In making this judgment, the Bank evaluates
among other factors, the volatility in the prices of the financial assets. According to the Bank's policies, 30% of depreciation in the
fair value of an equity instrument is considered a significant devaluation and the 1 year period is assumed to be a prolonged decrease
in the fair value below the acquisition cost.

In addition, valuations are generally obtained through market quotation or valuation models that may require assumptions or
judgment in making estimates of fair value.

Alternative methodologies and the use of different assumptions and estimates could result in a higher level of impairment losses
recognised with a consequent impact in profit and loss of the Bank.

vi) Fair value of derivatives

Fair values are based on listed market prices if available, otherwise fair value is determined either by dealer price quotations (either
for that transaction or for similar instruments traded) or by pricing models, based on net present value of estimated future cash flows
which take into account market conditions for the underlying instruments, time value, yield curve and volatility factors. These pricing
models may require assumptions or judgments in estimating their fair values.

Consequently, the use of a different model or of different assumptions or judgments in applying a particular model could result in
different results from the ones reported.

vii) Held-to-maturity investments

The Bank follows the guidance of IAS 39 on classifying some of its non-derivative financial assets with fixed or determinable
payments and fixed maturity as held-to-maturity. This classification requires significant judgment.

In making this judgment, the Bank evaluates its intention and ability to hold such investments to maturity. If the Group fails to keep
these investments to maturity other than for the specific circumstances — for example, selling an insignificant amount close to
maturity — it will be required to reclassify the entire class as available-for-sale with its consequently fair value measure and not at
the amortization cost. The investments would therefore be measured at fair value instead of amortised cost. Held-to-maturity
investments are subject to impairment tests made by the Bank. The use of different assumptions and estimates could have an impact
in profit and loss of the Bank.
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viii) Impairment for investments in subsidiary and associated companies

The Bank assesses annually the recoverable amount of investments in subsidiaries and associates, regardless the existence of any
impairment triggers. Impairment losses are calculated based on the difference between the recoverable amount of the investments in
subsidiaries and associated and their book value. Impairment losses identified are charged against results and subsequently, if there
is a reduction of the estimated impairment loss, the charge is reversed, in a subsequent period.

The recoverable amount is determined based on the higher between the assets value in use and the market value deducted of selling
costs, calculated using valuation methodologies supported by discounted cash flow techniques, considering market conditions, the
time value of money and the business risks, that may require assumptions or judgment in making estimates of fair value.

Alternative methodologies and the use of different assumptions and estimates could result in a higher level of impairment losses
recognised with a consequent impact in the consolidated income statement of the Bank.

AC. SUBSEQUENT EVENTS

The Bank analyses events occurring after the balance sheet date, that is, favorable and / or unfavorable events occurring between the
balance sheet date and the date the financial statements were authorized for issue. In this context, two types of events can be
identified:

i) those that provide evidence of conditions that existed at the balance sheet date (events after the balance sheet date that give rise
to adjustments); and
ii) those that are indicative of the conditions that arose after the balance sheet date (events after the balance sheet date that do not
give rise to adjustments).

Events occurring after the date of the statement of financial position that are not considered as significant events are disclosed in the
notes to the consolidated financial statements.
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