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A. Main Indicators

ACTIVITY (thousands of CVE)
Net Assets
Loans and Advances to Costumers (gross)
Deposits(1)
Financial Margin
Banking Income (BI)
Cash-Flow
Income for the Year

OPERATIONS
Number of Branches
Number of Employees(2)
Number of Employees/ Number of Branches

LIQUIDITY
Deposits in the Central Bank (mCVE)
Transformation Ratio of Deposits into Credit (%)(3)

ASSET QUALITY (%)
Default = Overdue Loans > 90 days/(Gross) Loans and Advances to Costumers
Provisions/ Overdue Loans > 90 day
Provisions for Credit / Loans and Advances to Customers
Credit Risk Cost(4)

PRODUCTIVITY/ EFFICIENCY
Average Assets/ Average Number of Employees (mCVE)
Cash Flow/ Average Number of Employees (mCVE)
Structure Costs/ Average Assets (%)
Cost-to-Income (%)

31.12.13

31.12.12

24,084,805
2,487,462
22,015,949
255,801
331,360
157,018
79,648

15,081,922
2,208,233
13,377,656
255,407
362,311
213,242
103,236

02
25
13

02
25
13

1,455,953
18

423,003
44

9.83
25.09
2.46
0.76

3.18
60.23
1.92
1.17

783,335
6,281
0.89
64.19

488,144
9,477
1.36
49.38

31.12.13

31.12.12

24,084,805
21,667,114
1,665,306

15,081,922
14,911,970
1,585,658

255,801
51,201
307,002
24,358
331,360
212,700
118,660
18,984
99,676
20,028
79,648

255,407
70,511
325,918
36,393
362,311
178,900
183,411
25,855
157,556
54,320
103,236

1.18
0.24
0.11
1.53
0.98
0.09
0.09
0.37
90%
0.33
1446%
4.78

1.71
0.47
0.24
2.43
1.20
0.17
0.36
0.69
99%
0.68
951%
6.51

(1) Customer funds include customer deposits and central bank funds.
(2) Includes all (permanent and fixed-term contract) employees.
(3) The transformation ratio is given by the relationship between loans and advances to customers and costumer deposits.
(4) Credit provision for the year/ (gross) loans and advances to customers.

B. Results and Profitability

AVERAGE BALANCE (thousands of CVE)
Net Assets (NA)
Financial Assets (FA)
Equity (EQ)

GENERATION OF INCOME ACCOUNT (thousands of CVE)
Net Interest Income (NII)
+ Customer Fees and Commissions (FC)
= Commercial Banking Income (CBI)
+ Capital Markets and other Results (CMR)
= Banking Income (BI)
- Operating Costs (OC)
= Gross Income (GI)
- Net Reversal Provisions (NRP)
= Income before Taxation (IBT)
- Taxes (T)
Minority interests (MI)
= Net Income for the Year (NI)

PROFITABILITY (%)
Financial Margin (NII/ FA)
+ Return on Customer Fees and Commissions (FB/ FA)
+ Return on Capital Markets and other (RCM/ FA)
= Business Margin (BI/ FA)
- Relevance of Operating Costs (OC/ FA)
- Provisions (PNR/ FA)
- Relevance of Minority Interests [(MI+T)/ FA]
= Return on Financial Assets (NP/ FA)
x Relevance of Financial Assets (FA/ NA)
= Return on Assets “ROA” (NP/ FA)
x Investment Multiplier (NA/ EQ)
= Return on Equity “ROE” (NP/ KP)
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Net Assets

Net Income

(MCVE)

(MCVE)

24,085
103
80

15,082

45
6,885

2011

2013

2012

2011

2012

2013

Asset Quality

Customers Activity

(%)

(MCVE)

Loans and Advances to Customers (gross)

Provisions/ Credit

Deposits

Credit Risk Cost

Ratio Credit/ Deposits

44%

2.46

13,977
1.92

28%
1.11
1.17
5,365

0.76

2,487

2,208

1,486

0.99

18%

5,056

2011

2011

2012

2013

2013

2012

Core Capital and Capital Adequacy Ratio

Profitability and Efficiency

(MCVE and %)

(%)

ROE

Core Capital

Cost to income

Capital Adequacy Ratio

1,577,494

44%

6.51

1,520,013
28%

49.38

22%

4.78

3.01

1,413,031

2011

64.19

53.93

2012
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Message from the Chairman

Dear Shareholders,
Contrary to the optimistic expectations for 2013, the global economic situation
continued to be characterized by a high degree of uncertainty, primarily due
to the Euro Zone debt crisis, which has an impact on foreign investment flows
in several European economies with close links to Cape Verde.
Despite this situation, BESCV was able to take advantage of opportunities
and maintain its focus on the national and international markets.
Internationally speaking, BESCV increased its proximity to the regional
markets of the west coast of Africa, having developed partnerships and
carried out business with financial institutions and companies based in this
group of countries.
The intensification of commercial activities on the international market was
supported by the GBES bank network. The growth of the customer base, with
emphasis on international customers (Corporate and Private Non-Residents)
illustrates BESCV’s capacity for intervention, leading to the creation of new
business opportunities.
From this perspective, BESCV strengthened the composition of its Board of
Directors, which grew from four (3+1 Substitute Member) to six members
(5+1 Substitute Member), demonstrating its confidence in a broader market
in which Cape Verde will be able to intervene more actively, in the financial
area, and with greater recognition.
As is now habitual, another economic study of Cape Verde was presented, on
the third anniversary of the opening of the Bank, on the topic “Challenges and
Opportunities for the Capital Market”. The ISKO (International Support Kit
of Opportunities), in Cape Verde and other countries, developed by Espírito
Santo Research, is establishing itself as a point of reference in both the
domestic and international markets.

Given that the distribution of sectorial GDP in Cape Verde is a relevant
element within the framework of economic activity in the country, for related
economic agents, the BESCV and Espírito Santo Research developed a method
of estimation, specific to this indicator, which shows the consolidation of the
weight of the tourism sector and related activities, in particular transport,
commerce and support services.
Commitment to innovation and new technologies continued to be a constant,
and given the economic characteristics of 2013, it was important for BESCV
to restart the flow of remittances from emigrants, between Portugal and
Cape Verde, via the BESXpress. This product, developed exclusively for this
purpose, did not only allow fast transfers, but also low costs. There was also
heavy investment in the internet banking project, launched in 2012, with new
developments that aim to provide our customers with a greater number of
remote banking operations.
Internet banking has proved to be a technological investment of great added
value and has been an effective tool in obviating the expansion of a network
of our own branches on the islands of the archipelago.
Another highlight of the year was the signing of the protocol with Banco
Alimentar de Portugal (Portuguese Foodbank), allowing it to act on identical
campaigns in Cape Verde, which fits in with our policy of social responsibility.
It is this “BES attitude”, characterised by innovation and by the commitment
and professionalism of its employees, whom we thank for their hard work
and personal and professional dedication, that makes the bank a growing
institution and one that is able to overcome the difficulties imposed by the
market.

Pedro Menéres Cudell
(Chairman)
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Substitute Member
José Alberto Monteiro Soares

2. BES Cabo Verde

Statutory Auditor

Banco Espírito Santo Cabo Verde, S.A. (BESCV) was inaugurated in July 2010,
with its commercial activities starting in August of the same year with a
branch operating in Cidade da Praia, Santiago Island, capital of the Republic
of Cape Verde. In June 2011, a second branch was opened on the island of Sal,
allowing the network to grow and more intense commercial activity to be
carried out.

2.1 Share Capital and Shareholder Structure
BESCV has a share capital of CVE 1,433,000,000.00 (one billion four hundred
and thirty-three million escudos), divided into 1,433,000 shares, each with a
nominal value of CVE 1,000.00 (one thousand escudos), held by the following
shareholders:
Shareholder Structure 			

BES África, SGPS - S.A.

(value expressed in CVE)

Nº Ações

Valor

%

1,432,850

1,432,850,000

99.9895%

Pedro Roberto Menéres Cudell

50

50,000

0.0035%

António Manuel Cerveira Duarte

50

50,000

0.0035%

João Carlos Pereira Dias Baptista

50

50,000

0.0035%

1,433,000

1,433,000,000

100%

Total

2.2 Corporate Bodies

KPMG & Associados Sociedade de Revisores Oficiais de Contas, S.A.,
representado pelo Dr. Fernando Gustavo Duarte Antunes

2.3 Geographical Presence, Branch Network and
Facilities
Banco Espírito Santo Cabo Verde (BESCV) has its headquarters in Av. Cidade
de Lisboa, Cidade da Praia, where the main branch and the central and
administrative services are also located.
With improvements made to the headquarters building and the opening of
the Sal branch, in 2011, the structure became better suited to demand and
made possible the Bank’s recognition on the national market.
Each of the branches provides total coverage to the island on which it is
located, and the opening of another branch is planned in order to better serve
customers’ needs.
Territorial expansion is planned for mid-2014, aiming to provide the Bank with
means and structures that are better suited to its mission, ensuring greater
national coverage and better access to the Bank’s products, always valuing
the policy of proximity to customers.

Geographic Presence of BESCV
Sal
Island

Banco Espírito Santo Cabo Verde (BESCV) elected its corporate bodies at the
General Meeting of shareholders on 30 June 2010.
On 24 June 2013, the General Meeting decided to strengthen the Bank’s
Board of Directors, with the aim of introducing an innovative dynamic to
the strategic development plan defined by the shareholders. The Board of
Directors came to have five members as against three, as in previous years.
The BESCV statutes anticipate an organisation composed of a General
Meeting, a Board of Directors and a Statutory Auditor.

Santiago
Island

General Meeting
Chairman
Rui Manuel Duarte Sousa da Silveira
Secretary
Nelson Raposo Bernardo

Board of Directors

Headquarters/Praia Branch – Santiago Island
Av. Cidade de Lisboa, CP nº 35 – Cidade da Praia

The Board of Directors is composed of six elements, five effective members
and one substitute member appointed by the General Meeting of 24 June 2013.

Telephone: +238 2602626
Fax: +238 2602632

Chairman
Pedro Menéres Cudell
Members
António Manuel Cerveira Duarte

Santa Maria Branch - Sal Island
Vila Verde Resort, Condolote 01, Bloco D, Loja R CP nº 142
Telephone: +238 2428210
Fax: +238 2428219

José Francisco de Oliveira e Silva Mendes Palma
Paula Cristina Santos Ferreira Borges
Marta Carolina Mota Leite Machado Mariz

Annual Report 2013 Banco Espírito Santo Cabo Verde

9

2.4 Human Resources
One of the great advantages of BESCV is that it has highly qualified,
multidisciplinary, multifaceted and motivated staff with recognised
experience and endowed with a great sense of professionalism and a spirit of
mutual support, thus ensuring that all customer requests are dealt with in a
timely manner, guaranteeing the efficient running of the institution.
The Bank’s staff is composed of 25 (twenty five) employees, with an average
age of 32, eight of whom work under contract and seventeen of whom are
permanent. Of this staff, 44% are men (2012: 48%) e 56% are women (2012:
52%). Of the 25 employees, two do not have university education.
The growth and geographic diversification of the portfolio and the interest
of international customers in BESCV’s offers and solutions led to an internal
restructuring, with greater separation of duties and the creation of a service
dedicated exclusively to the international market. Four senior technical staff
were hired during the year: two to reinforce the commercial team in the
branches, and two for the central services.

Human Resources Structure
VARIABLE
Undergraduates

MEN

WOMEN

TOTAL

1

1

2

10

13

23

3

3

6

11

14

25

First job

2

2

4

With banking experience

4

6

10

Without banking experience

5

6

11

TOTAL PER PROFESSIONAL EXPERIENCE

11

14

25

Commercial Area

4

9

13

Central Services

7

5

12

11

14

25

44%

56%

Graduates
of whom Post-graduates (MBA, Master ...)
TOTAL PER ACADEMIC LEVEL

TOTAL PER AREA
QUOTA
Average age WOMEN
Average age MEN
AVERAGE AGE OF WORKERS

32 years
33 years
32 years

The specific career and salary progression system in place, based on duties
and career levels, with an individual performance assessment system, has
allowed the assessment of each staff member’s performance, providing the
necessary basis for their improvement, both as individuals and as part of a
team.
Several in-house training courses in front-desk customer services, money
laundering, and the computer system were also held.

2.5 Social Responsibility
In line with the BES Group, BESCV continues to strengthen its adoption
of practices that positively contribute to greater and better sustainable
development.
The financial sector, like all others, should play a fundamental role in raising
awareness in society, primarily through its allocation of finance and the
influence it can exert on economic agents.
Among these practices, we would emphasise, among others, customer
support in adopting energy efficiency practices by making information
available in digital rather than paper format.
Also with the aim of positively raising customers’ awareness of the use of
equipment that makes it possible to reduce energy spending and, as a result,
reduce greenhouse gas emissions, BESCV continued, during 2013, to offer
its specific Credit Line for the acquisition of Renewable Energies, the BES
Ambiente & Energia (BES Environment and Energy) line.
Internal energy consumption is also a concern. By means of efficient lowconsumption energy resources, shared printers, low consumption lamps and
more efficient air conditioning equipment, among others, we managed, once
again, to reduce our energy consumption, despite the growth of the company
and the number of staff.
Contributions, through donations and incentives, to various acts of social,
cultural and civic charity have demonstrated the Bank’s commitment to its
investment in communities in the most diverse areas.
Also during 2013, BESCV established a cooperation protocol with the
Associação Entreajuda, to support the Entreajuda - Cape Verde project.
In order to implement this project in Cape Verde, Banco Espírito Santo
collaborates with Fundação Donana, a local not-for-profit institution whose
aim is to promote citizenship and social solidarity.

BESCV is committed to providing timely and essential training to its
employees, seeking, when necessary, training within the BES Group. The
areas directly involved with the Bank’s Core Business are continually updated,
with the aim of providing greater knowledge in terms of approaching and
developing relationships with customers and the specifications and updates
related to commercial products.
The Bank is supported by a team of in-house specialists from the Group,
which, through intensive training courses, contributes to training employees
to provide support in setting up and structuring business activities, especially
those linked to international trade.
Recruitment is carried out by means of a process through which applicants
are selected on the basis of staff-management banking criteria, from
which internal management is entirely absent, with the aim of making the
procedure completely transparent and fair.
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3. Economic Framework 2013
3.1 International Framework
2013 was characterized by a global recovery in economic activity, particularly
evident in the main developed economies. The USA economy registered a
growth in the 2nd half of the year, bolstered by the recovery of the labour
and housing markets, because of a fall in budgetary risks and strong stimuli
for monetary policies, with the target rate of fed funds close to zero and
a policy of quantitative easing, expressed in the monthly acquisition of
85 billion dollars in public and private debt securities.
Over the year as a whole, the GDP of the US economy grew 1.9%, but with
an annualised quarterly change of 3.2% in the 4th quarter. Good performance
in the developed economies was also bolstered by a recovery of activity in
Europe, with strong monetary stimuli and progress in deleveraging families
and companies in the United Kingdom (which also grew 1.9% in 2013) and
with sharp fall in the systematic risks linked to the Euro Zone’s sovereign
debt crisis. Despite an annual drop of 0.4% in 2013, the GDP in the Euro Zone
returned to positive quarterly growth in the 2nd quarter, sustaining the
expectation of growth of around 1% in 2014.
The recovery of activity in the Euro Zone extended to periphery economies,
which also returned to positive growth in the second half of the year. Spain
and Portugal still recorded negative annual changes in the GDP in 2013 (-1.2%
and -1.4% respectively), as a result of the drop in activity observed at the start
of the year, but the 2nd half was characterised by a recovery in confidence
indicators, an expansion in activity and stabilisation of financial conditions.
In the USA and Europe, the recovery of growth and confidence, in the context
of expansionist monetary policies, particularly benefited the shareholder
market. In the USA, the S&P500 and NASDAQ indexes registered gains of
29.6% and 38.3% respectively. In Europe, the DAX, the CAC and the IBEX
advanced by 25.5%, 18% and 21.4% respectively. With the persistence of
“deflationist” risks, the ECB lowered the interest rate of its main refinancing
operations in November, from 0.5% to 0.25%. However, the 3-month Euribor
rose 6 bps in the 4th quarter, and 10 bps in the year, to 0.287%, reflecting
in particular the reduction in liquidity associated with the increase of LTRO
repayments by banks. The Euro appreciated close to 4.5% against the dollar,
to EUR/USD 1.379. The absence of inflationary pressures was sustained by the
stability of petrol prices. The Brent dropped 1% in 2013 to USD 110.8/barrel.
With the recovery of activity and the US Federal Reserve showing signs of a
weakening in quantitative easing, the 10-year Treasury and Bond yields rose
in 2013 from 1.758% to 3.029% and from 1.316% to 1.929% respectively. The
prospect of a rise in market interest rates in the US economy, as well as an
appreciation of the dollar and less accessible liquidity, generated increased
volatility in the financial markets from May, penalizing emerging markets in
particular. In Brazil, the real depreciated by around 13% against the dollar
and around 17% against the euro, while the BOVESPA index fell by 15.5%. With
dynamic domestic demand and in the face of inflationary pressures, with
an inflation rate close to 6%, the Central Bank raised the SELIC interest rate
from 7.25% to 10% in 2013 (and to 10.5% at the start of 2014). The Brazilian
economy grew 2.3% in 2013, but with a successive deterioration of growth
expectations for 2014 (to a value close to 2%).
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The emerging markets as a whole were also penalized because of fears
relating to the slowdown in economic activity in China, especially during the
first half of the year. Stabilisation measures allowed the Chinese economy to
grow 7.7% in 2013, repeating what it recorded the previous year. However, the
year ended with fresh signs of a cooling down in activity, with the Chinese
authorities seeking a more balanced growth pattern less dependent on
credit. Despite increasing the risks for its outlook, the greater vulnerability
of the emerging economies did not significantly affect Angola’s performance.
The GDP of the Angolan economy grew 5.6% in 2013, picking up against
the 5.2% recorded the previous year, benefiting from an increase in petrol
production but chiefly from accelerated activity in non-petrol-related sectors
such as agriculture, diamonds and the manufacturing industry.
In Portugal, favourable performance of exports and a stabilising trend in
domestic demand translated into a recovery in activity, starting in the 2nd
quarter. This growth, however, was still conditioned by the deleveraging
process in course in the different sectors. The GDP showed an annual
drop of 1.4% in 2013, but with the prospect of growth close to 1% in 2014.
Unemployment fell from 17.7% to 15.3% of the active population between
the 1st and 4th quarters of 2013. The recovery of activity and measures of
budgetary consolidation contributed to a reduction in Public Administration
deficits (adjusted by the Troika criteria), to a value of around 4.5%, lower
than the goal of 5.5% of the GDP. Portugal returned to the capital markets
in December with a debt exchange operation (of EUR 6.6 billion), followed at
the start of 2014 by 5- and 10-year syndicated issuance of a global amount
of EUR 6.25 billion. After a maximum of 7.5% in July, the yield of the 10-year
treasury bonds closed the year at 6.13%, prolonging the decline recorded at
the start of 2014, to values close to 5%. The PSI-20 was valued at around 16%
in 2013.

3.2 National Framework
In a global economic situation characterized by a high degree of uncertainty,
primarily due to the current recession in the Euro Zone, which has an impact
on foreign investment flows and on the growth development of several
economies with close links to Cape Verde (including, for example, Portugal),
the country’s economy faced a slowdown, evident at the level of both private
consumption and investment. Being a small open economy, it is deeply
affected by the external environment, which explains the high dependency
on the importation of energy and foodstuffs and foreign capital flow (e.g.,
remittances from emigrants and donations). It is also a tertiary economy,
in which services, including tourism, represent around 75% of the GDP, the
manufacturing industry being relatively undeveloped (and essentially linked
to the textile, footwear and fishing industries).
As such, in 2013, a lesser tendency for private consumption was noted at
the level of durable consumer goods, while, in terms of investment, the
slowdown was also visible in investment spending on construction and on
transport equipment and material. The slowdown in domestic demand was,
in part, balanced by the trend towards favourable evolution of net external
demand, positively influenced by the increase in tourism revenue, albeit at a
slowing rate. As such, after a growth in the GDP of 2.5% in 2012, there was
a drop in the growth of economic activity to a value of around 1.5% in 2013,
clearly lower than the average annual growth observed since the start of the
millennium (between 2000 and 2012, on average, the GDP grew 5.3%).
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Evolution of the GDP and national GDP per capita, 2003-2013 (%)
(%)

10

8

9.1

4,500

9.2
3,709

7.5
6.7
5.8

6

4,000

3,533

3,805
3,419

3,907
3,686

3,500
3,000

3,134

4

2,159

2,500

4.0

2,568
1,908

2,278

2,000

2.5
1.5

1.5

2

1,500
1,000

0

-2

500

-1.3
2003

2004

2005

2006

2007

2008

2009

0

2010

2011

2012

USD

4.9

However, while recognising the centrality of the tourism sector in the
archipelago’s economy, this has not lessened the commitment of the
country’s authorities to the future planning of the islands’ economy,
including, for example, an effective and more wide-ranging services platform
for the entire region of West Africa. In this context, along with tourism, other
sectors of activity have come to be favoured as drivers of diversification in
Cape Verde’s economy, guaranteeing the sustainability of medium- to longterm development. Key areas, such as logistics and maritime security, air
transport, information and communication technologies, renewable energies
and the financial sector itself, are indispensable elements for the harmonious
and inclusive development of the archipelago, projecting it beyond the strict
perimeter of a necessarily small domestic market and simultaneously
guaranteeing the observance of the necessary macro-economic balances, in
an economy that is highly dependent on its capacity to attract direct foreign
investment and external finance.

2013P

Source: IMF.

Inflation rose in 2013, particularly during the first four months, as a result of
the increase in Value Added Tax (VAT). However, as the year progressed, the
rhythm of price increases was more favourable, thanks to a drop in the prices
of foodstuffs and energy products, and a contraction in domestic demand in
the context of containing salary costs. As such, in 2013, the average variation
of prices was situated at 3.3%, higher than the 2.5% recorded the previous
year. In the last five years, there was an average inflation rate of 3.42%, with
the lowest value (1%) being recorded in 2009, following the highest value
(6.8%) recorded in 2008.
The public accounts presented a more positive performance than was
recorded in 2012, a result of less unfavourable evolution of public expenditure,
largely because of the reduction of investment expenditure, bearing in mind a
reduced implementation of the Multi-annual Public Investment Programme.
The stabilisation of public revenue, even in a context of economic slowdown,
was benefited by the implementation of measures to reinforce the efficiency
of tax collection and the increase of VAT taxation. As such, in 2013, the
balance of public accounts should have decreased by approximately
1.7 percentage points to -8.1% of the GDP.
In terms of foreign accounts, there was favourable development, albeit
in a context of a loss of dynamism in the economy. Remittances from
emigrants, mostly from the Euro Zone (75% of the total), fell, although this
drop was balanced by the continual adjustment of the private sector to more
restrictive foreign finance conditions and the slowdown of public spending. In
the same way, net external reserves also evolved positively, which provided
a comfort margin for appropriate intervention in the exchange market to
ensure the stability of the indexation of the Cape Verde Escudo (CVE) to the
Euro (1 EUR=CVE 110.265).

Despite a less favourable macro-economic environment, Cape Verde has
continued to merit the esteem of the main international institutions. In
the 2014 edition of the Wall Street Journal and Heritage Foundation’s Index
of Economic Freedom, Cape Verde is classified as the third best African
country in Sub-Saharan Africa (behind only Mauritius and Botswana). The
archipelago scores well in all 10 categories contributing to the final mark on
this Index, especially in monetary, financial and investment freedom. Equally,
on the Ibrahim Index of African Governance, Cape Verde comes in 3rd place
among the 52 African nations analysed in 2013. In this way, the competitivity
of the country’s economy is reinforced and legitimacy is given to the ambition
of becoming a point of reference for business and institutional projects
internationalising the region of West Africa. The World Bank’s measure of
ease of doing business, Doing Business 2014 (DB 2014), ranks the country 121st,
among 189 economies analysed, and the 2nd best in Central and West Africa.
In the United Nations Development Index, Cape Verde appears among the
countries placed in the “medium human development” category, the sixth
best in Sub-Saharan Africa.
Meanwhile, independently of its generally recognised attractiveness, it is
impossible not to mention the continuity of the strong dependence of Cape
Verde’s economy on the tourism sector, which today represents, according to
estimations by the World Travel and Tourism Council (WTTC, 2013), 15.3% of
the direct contribution to the GDP and around 45% of the total contribution.
The development of the tourism sector will continue to be absolutely vital
to the future evolution of the archipelago’s economy, given its relevance as
a polarising axis of investment and a dynamising element in a wide-ranging
group of activities over which tourism exercises a natural knock-on effect.

Sectorial distribution of GDP, 20131
(%)

1.7

Electricity, gas, water

4.9

3.3 Sectorial Overview of Cape Verde’s Economy

Financial sector, real estate,
and services to companies

0.5

Extractive
industry

20.7

5.9

From a sectorial perspective, Cape Verde’s economy continued to establish
itself, in 2013, as fundamentally a service economy, around 75% of the GDP,
with a high predominance of tourism. Given the lack of availability of current
data on the distribution of sectorial GDP in Cape Verde and the fact that
this is a relevant element in the framework of economic activity in the
country for related economic agents, BESCV and Espírito Santo Research
developed a method of estimation, specific to this indicator, which shows the
consolidation of the weight of the tourism sector and related activities, in
particular transport, commerce and support services.

Transport and communication

Manufacturing

6.7

Agriculture, forestry,
fishing, and hunting

12.2

Construction

18.9
Tourism and commerce

12.9

Public administration,
education, and health

15.6

Other Services

1) Estimate obtained by BES Cabo Verde and Espírito Santo Research, according to a method which uses as reference the latest
sectorial data published by BAD (Africa Economic Outlook) and the evolution between 2010 and 2013 (reference month
October) of credit to the different sectors of economy (credit to non-financial companies).
Sources: Africa Development Bank, BCV, ES Research - Sectorial Research.
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The recent disclosure of interest expressed by potential foreign investors
in the possible privatisation of the aviation company Transportes Aéreos
de Cabo Verde (TACV), investment in the construction of a deep-water port
and a cruise ship terminal on the island of São Vicente, along with other
development projects for new tourist infrastructures (Islands of Sal, Boavista,
São Vicente and Santiago) cannot, of course, be separated from the potential
that economic agents recognise in the future of the country’s tourism sector.
At a global level, Cape Verde occupies 10th position in terms of the relative
importance of the tourism sector for its economy and 12th position in regard
to the growth expectations for the sector. The WTTC estimates an average
annual growth of tourism revenue of approximately 6.7% over the next ten
years and the WEF’s Travel & Tourism Competitiveness Index 2013 places the
country 4th in Africa (sub-Saharan Africa) in terms of tourism competitivity,
immediately behind Seychelles, Mauritius and South Africa. When analysing
the near future of the tourism sector in Cape Verde it is important to take
into account that the main source markets for tourism in the islands are
European Union countries, which are now more favourable than in recent
years.
In May 2013, it was announced that five gambling zones will be considered
in Cape Verde. In addition to those on the islands of Sal, Santiago and São
Vicente, the government intends to create gambling zones on Boavista and
Maio. The gambling zone project for the island of Sal is fairly advanced,
with the government and the company Casino Royal having signed the
corresponding concession contract.
In accumulative terms, during 2013, between January and September, tourism
demand on the archipelago registered another increase of 5%, equivalent to
409 thousand tourists entering the country in 2013, as against 390 thousand
in 2012 (in the same period). The United Kingdom continues to be the main
source country for tourism in Cape Verde, and is also the market with the
longest average stay, 9 nights. Boa Vista island continues to be the most
sought after, representing 42.3% of overnight stays in hotels.
The favourable performance of the Tourism sector has helped to mitigate
the less favourable external situation. The IMF’s most recent mission in
the country concluded that tourism remains on a positive trajectory and
expects a slight recovery in growth in 2014, which reflects an improvement
in conditions in the main partner countries and a slight recovery in domestic
demand.
In 2013, despite a less favourable macroeconomic environment, which
consequently inhibits public investment (a situation that will continue in 2014),
Cape Verde did not give up its strategic plan to become a point of reference
in the mid-Atlantic, by developing a modern, structured service platform.
In this context, the recently announced proposal for the construction of a
Technological Park, the data centre of which is already under construction (in
Cidade de Praia) and which also includes a training and qualification centre,
must be understood within the framework of global orientation towards
developing and strengthening human resources network and training. Also
part of this project is the creation of an incubating network for specific
incentives for DFI (Direct Foreign Investment) and special lines of finance.
In the area of energy, an indispensable element for the normal progression of
economic growth and the strengthening of levels of human development in
populations, the Cape Verdean government adopted as the guiding principle
of its energy policy “the long-term construction of a country that does not
depend on fossil fuels”, guaranteeing the sustainability of the sector and
energy security. Since 2008, the development of energy production from
renewable sources, wind and solar, has been striking and these sources have
strengthened the energy mix in Cape Verde, increasing from less than 2% of
the total to approximately 21%. This success, representing the development
of the renewable energy cluster on the archipelago, led Cape Verde’s
government to strengthen its commitment to electricity production from
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clean sources, revising the goal of 50% renewable energy in Cape Verde by
2020 to 100%. This objective was announced in the context of collaboration
with the State of Rhineland-Palatinate (Germany).

Cape Verde’s energy mix, 2008-12
(MWh)
Diesel
Wind
Solar

98.1%

98.4% 98.7% 92.4% 79.2%

18.6%
1.9%

1.6%

4.8%
0.6%
2.8%
0.7%

2008

2009

2010

2011

2.3%
2012

Source: Electra.

At financial sector level, banking activity developed in an adverse environment
in 2013, characterised by the reduction of aggregate supply of credit, and in a
context marked by intense competition in terms of deposits from customers.
The performance of the banking sector, measured by the total volume of net
assets, showed a decline in growth, with an aggregate balance of CVE 176.7
billion in June 2013, which represents a growth of approximately 7.6 percent
in comparison to the previous year, in which there had been a 13.1 percent
increase, recorded in June 2012. Stagnation of the customer credit portfolio
was recorded (in June 2013 an increase of 0.35% was registered compared
to June 2012), while customers’ deposits - the main source of finance - grew
by 8.57%. There was a deterioration in the evolution of overdue loans. There
was also an increase of 1.7 percentage points to 11.5% in the weight of that
component in the total loan structure.
In relation to the sectorial distribution of credit to non-financial companies,
there was a notable predominance of the “Construction and Public Works”,
“Commerce, Restaurant and Hotels”, “Transport and Communications”
and “Social and Personal Services” sectors, which together represented,
in October 2013, around 40% of the total credit to the economy. Credit to
private individuals represents approximately 50% of the total (70% of which
were housing credits).
The Cape Verdean government’s legislative initiative, relating to the new
basic law on the financial system and the law governing the activities of
financial institutions, aims to align the rules regulating the country’s financial
banking system with international regulations. This is likely to include the
strengthening of powers of supervision and regulation by Banco de Cabo
Verde (BCV), instituting mechanisms for the prevention and management of
banking crises, creation of a deposit guarantee system, the harmonisation of
supervision and regulation rules in the sector (onshore and offshore) and the
introduction of performance supervision.
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Evolution of the Active Customer Portfolio

4. Commercial Activity

(%)

2012
2013

4.1 Strategy and Business Model
The business of Banco Espírito Santo Cabo Verde (BESCV) is based on two
essential pillars, targeting two major customer sectors: the sector comprising
middle- to high-income private individuals, both resident and non-resident,
and, in the corporate sector, medium and large-sized companies and (local)
branches of foreign and institutional businesses, with the main goal of
attracting, managing, and investing deposits in local and foreign currencies
through the dissemination, promotion and support of local and regional
investments.
The Bank continues to favour direct face-to-face contact with customers,
from prospecting for business to the execution of transactions with
customers. Whenever required, business visits by senior commercial staff
are made in addition to normal visits with the aim of maintaining the level of
customer confidence and security, safeguarding at the same time the Bank’s
interests.
The special focus on customized service, and the discretion and availability
of managers, have allowed the Bank to attract good customers, who have
given positive feedback based on access to over-the counter services
(without a queue), ease of contacting managers (by e-mail or phone), and
their availability to deal with any questions and to meet customers outside
the Branch to help them when any issues arise.

+35.4%

1,266
935

+46.3%
379

259

Corporate

Private

The total customer portfolio grew 38% in 2013, with emphasis on Corporate
customers. Regarding this number, the increase of Corporate customers
denotes a strong uptake of the Bank’s products and services, given that the
business framework in Cape Verde regarded as BESCV’s target public is, to a
certain degree, reduced. It is worth noting that international companies with
head offices in Cape Verde now represent a good portion of the Corporate
portfolio, with considerable financial involvement.

Customer characterization, by type
(%)

23

Corporate

The incentive to develop the economy of Cape Verde remains one of the
major pillars of the public-private partnerships which have been established
by the Bank, especially for real estate and tourism projects.
Medium and large-sized national and Portuguese companies (locally-based
or with local branches) have a range of products and solutions available,
mainly involving liquidity assistance and support for imports, with a focus
on escrow current accounts, and documentary credit. With this approach,
the Bank aims to promote and support national and regional investment
through partnerships with those companies in their expansion process to the
emerging markets of the west coast of Africa and Europe.
The growth in the number of customers proves that the Bank’s target public
has responded positively to the products offered, demonstrating their level
of satisfaction through increasing uptake of the range of offers and the
constant growth of its portfolio.
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77
Private

Of 1,645 customers in the portfolio, 1,266 are private, both resident and non-resident in the country, including emigrants, and 379 are national and
foreign companies, most of them based in Cape Verde, which demonstrates
the trust placed in the Bank.
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Maturity of the Credit Portfolio, by residual maturity as of 31/12/2013

5. Credit Risk Analysis

(million CVE)

700

5.1 Credit Portfolio and Provisions

600

Credit activities proved to be reasonably dynamic during the year, with
considerable variations within that period, with particular emphasis on
short-term credits, for which there was relatively high demand due to the
economic slowdown.

500
400
300
200

At the end of the year, the credit portfolio achieved considerable growth,
bearing in mind the national economic environment (growth of 13% and a
volume close to two and a half billion escudos).
The portfolio is made of approximately 80.7% of credit transactions with
the Corporate segment (81% in 2012), 18.8% with the Private segment (the
same in 2012) and a remaining portion (0.5%) of credits to the public and
administrative sector.
The performance of the credit portfolio identified in the following table adds
the current value of contracted credit transactions by segment (Corporate
and Private), to the activity sectors and maturity of operations.

Evolution of credit portfolio stock as of 31/12/2013
Stock

By sector

31.12.13

(mCVE)

31.12.12

Var. 2013/2012

2,487,462

100%

2,208,233

100%

13%

466,824

18.8%

416,723

18.9%

12%

13,003

0.5%

-

0.0%

-

Corporate

2,007,635

80.7%

1,791,510

81.1%

12%

By Activity Sector

2,487,462

100%

2,208,233

100%

13%

378,102

15.2%

251,340

11.4%

50%

88,722

3.6%

165,383

7.5%

-46%

Private
Public Sector and General Government

Mortgage
Other Private
Public Sector and General Government

13,003

0.5%

-

0.0%

-

1,129,331

45.4%

651,343

29.5%

73%

Public Works and Construction

585,151

23.5%

801,733

36.3%

-27%

Industry

205,537

8.3%

219,749

10.0%

-6%

87,616

3.5%

118,685

5.4%

-26%

2,487,462

100%

2,208,233

100%

13%

Trade and Services

Hotels and Restaurants
By Maturity
Short-Term
Medium- and Long- Term
Impairment

496,978

20.0%

545,015

24.7%

-9%

1,990,484

80.0%

1,663,218

75.3%

20%

(61,309)

2.46%

(42,325)

1.92%

45%

100
0

0-1m 1-3m 3-6m 6m-1y 1-2y 2-3y 3-4y 4-5y 5-7y 7-10y 10-15y 15-20y >20y

Regarding the quality of the credit portfolio, this was assessed according to
certain decisive factors, for example the number of defaulted or restructured
transactions, those with judicial processes in place, the value of provisions
and credit impairment and other indicators that are essential in analysing
the quality and performance of the credit portfolio.
The number of customers in default situations grew 75%, and 40% of these
presented real guarantees and mortgages for their credits. The sum of the
impairment is consequently affected by the expected losses, aggravating
the percentage of customer provisions and transactions with contracts that
have been restructured. Nonetheless, the predominance of so-called “good
credit customer” ensures the low risk of the Bank’s credit portfolio.
With the application of the new model for calculating impairment, the
distribution of credit figures according to risk class registered a substantial
change, compared to the previous year, resulting in the concentration of 46%
of the credit operations in risk class C. For reasons of prudence and due to
the identified cases of default and the resultant reinforcement of provisions,
the credit portfolio, excepting off-balance sheet transactions, registered an
average rate of impairment of 3.95.
Off-balance sheet transactions, essentially bank guarantees and
documentary credits, being low risk transactions, registered a rate of 0.5%.

Distribution of the Credit Portfolio by risk category as of 31/12/2013
(%)

Credit Net of Provisions and Interest

2,426,153

2,165,908

12%

6

Class D and E

46
Class C

29

Class A

The Impairment calculation took into account the total balance of the
portfolio (financing, active escrow accounts and overdrafts) and the balance
of off-balance sheet transactions, at the closing date, the number of days
of delay on payment of loans and the guarantees underlying each of these
transactions.
Long-term transactions (medium and long-term financing and mortgage
credit) characterize the credit profile of customers, companies and private
individuals respectively. Overall, these credits correspond to 80% of the
portfolio, with a focus on medium- and long-term corporate financing, which
alone accounts for 77% in a portfolio with this maturity.

19

Class B

The Bank’s credit portfolio in terms of residual maturity (time remaining until
the expiration or the repayment of the credit) will see greater repayment in
a timeframe of between two and three years, with the anticipation of 26%
of the total amount in the portfolio at 31 December 2013 being reimbursed.
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5.2 Credit Risk Analysis
Risk management encompasses all the tasks of identifying, evaluating,
monitoring and controlling all material risks to which the institution is
exposed in order to secure results that are as satisfactory as possible and
to fulfil the proposed general objectives. The Bank has been guided by
the GBES’s risk management methodologies and policies and by the good
governance practices of international finance institutions.

The Impairment model, in turn, applies to all credit transactions, including
off-balance sheet transactions (Banking Guarantees and Documentary
Credits, in the case of BESCV). The model developed by the Bank sets the
most suitable rate of impairment for each customer, based on their rating,
the amount of the guarantees, the default triggers, the arrears status of the
transaction, the typicality of the transaction, the risk classification of the
transaction and the maturity of the credit.

All Risk Management policies and procedures are established on the basis
of the GBES’s references and good practices, adapted to the norms of Cape
Verdean finance institutions, with the previous approval by the Bank’s Board
of Directors.
Credit risk management is implemented in collaboration with the
commercial department, the BESCV’s Credit Committee, and the GBES’s
Finance and Credit Board (Conselho Diário Financeiro e de Crédito). The Legal
and Operational department also provide support to all phases of the credit
risk management process.
This process is based on policies and guidelines that guide the credit
approval and contracting process, the identification of transactions with
default triggers, the calculation of impairment, credit processes, and the
concentration limit for credit risk and its respective control. Credit Risk
Management activities culminate in the preparation of information for
internal and external reports such as credit quality indicators, sectorial
distribution of the portfolio, provisions, defaulted credits, limits on credit
exposure per customer, among other items of equal importance.
In order to the Risk Management process to provide a greater degree of
security to the transactions involved, the aforementioned Credit Committee
includes members from the Risk, Commercial, and Financial departments
and from the Board of Directors. The International Premium Unit (UIP)
and the International Division (DI) of the GBES support the analysis and
structuring of transactions submitted to the approval of the Group’s Finance
and Credit Board.
In 2013, a Rating model was developed with the aim of giving each customer
a score, as objectively as possible, making it possible to achieve a spread
of credit transactions, contributing to sustained decision-making when
approving credit, as well as assisting in the development of risk classification
methodologies for credit transactions.
In parallel, a model for calculating impairment was implemented, measuring
the value of Provisions or Impairment on the credit portfolio on a monthly
basis. The internal model for impairments aims to meet definitively the
requirements of the International Financial Reporting and Accounting
Standards.
The calculation of provisions is based on a policy that follows the standard
procedures of the Banco de Cabo Verde (Notice no. 6/2007) which define
the risk of credit transactions according to five different levels, from A to E,
assigned on the basis of the type of guarantee for the transaction and the
number of days of delay in instalment payments and the credit status (new,
restructured...).

Guarantee Type
Mortgage for Own Home
Mortgage or non-mortgage, for Investment
Personal and Real
No Guarantee

Class A

Class B

Class C

Class D

Class E

1%

5%

25%

50%

100%

0-6m
0-6m
0-3m
0-1m

6-24m
6-15m
3-6m
1-3m

24-48m
15-30m
6-12m
3-6m

48-78m
30-60m
12-24m
6-12m

>78m
>60m
>24m
>12m
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6. Analysis of the Evolution of
Activity
6.1 Summary of Activities
The financial year ending 2013 was notable for its challenges to the national
financial sector’s performance, and for it being the year in which the impact
of the international financial crisis was most strongly felt in the country.
Banking activity in 2013 was marked by considerable competition between
the commercial banks for deposits. There was great caution exercised in
granting credit, particularly in the building and housing sectors, which were
immediately affected by the crisis.
In the light of the unfavourable economic situation, BECSV aimed at
sustainable growth, and looked at offering credit using local deposits, and at
autonomously managing deposits from the international sector.
Policies on customer acquisition have continued to be highly selective, in
accordance with the principles and strategies set by the Bank.
One of the highlights of the past year has been the increase in commercial
activities within the national market and greater access to the international
market, in which BESCV has the support of its banking group. The increased
customer base, with particular emphasis on international customers
(Corporate and Private Non-Residents), has expanded BESCV’s market share
and is creating new opportunities for business and platforms for developing
new products.
At this level, BESCV has redoubled its approach to the peripheral markets
of the west coast of Africa, and has formed partnerships and business
opportunities with financial institutions and large-scale companies based
within this group of countries.
On a national level, the Bank’s ability and capacity to adapt its products to
customer needs has greatly contributed to maintaining the share of the
market that it has already conquered. BESCV has further consolidated its
presence within the national market, and has achieved greater credibility
with financial bodies, particularly companies, meaning that it is now a
reference bank within the country.
The implementation of internet banking has also been a positive step this
year and was responsible for 50% of all customer interbanking transfers.
Within the network of other banks with similar interests and values BESCV
stands out in its international operations, offering customers quality,
speed and a competitive cost/benefit ratio. BESCV seeks to contribute to
strengthening commercial exchange and stimulating business environments
through capital flow to and from abroad, yet it does not neglect local
dynamics, and it offers premium products and services inspired by those
offered on the international market.
In its ceaseless quest for customer satisfaction, the Bank has a highly
qualified commercial team strongly in tune with customers’ needs that can
meet demands promptly, wherever they are. The commercial sector was
completely redesigned in 2013 so that, despite the unfavourable economic
climate, it would not lose its quality of service.
The Bank’s main focus is entrepreneurship and investment in both the
corporate and private sectors, and it prides itself on personalised customer
services that encourage investment in any business opportunities offered by
the current situation.
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A quality customer portfolio underpins the Bank’s performance and its
innovation and creation of competitive solutions. The acceptance of the
Bank’s proposals is evidenced through its growing number of new customers,
which last year amounted to 465, giving a portfolio of 1,645 customers, a 38%
increase on the previous year, and including 1,266 private accounts and 379
companies.
In terms of distribution over its branches, on 31 December 2013, the branch
in Praia, the country’s financial centre, held 303 company accounts, which
represented 79% of all corporate customers, and the branch on the Island
of Sal, a tourist destination, held the remaining 76. Overall, despite the
unfavourable economic climate, the Bank’s activity relating to new accounts
has been positive, with a total increase of 59% for new customers. 53% of
this growth came through the bank’s international endeavours, which led to
interest from non-resident companies that brought in 69 new accounts in
2013.
The Bank saw an 18% transformation ratio in the number of accounts in
credit as opposed to 44% in 2012, thus demonstrating the extraordinary
evolution of customer deposits over the year.
The corporate sector is responsible for a large portion of financial activities,
despite the fact that it represents less than¼ 1/4 of the total customer
portfolio. In accordance with the bank’s strategy, which is to make this
sector its principal field of business, corporate credit, totalling CVE 2 billion,
represents 81% of total credit, registering an increase of 12% over 2013.
Growth became more sluggish in comparison to that in 2012 because of the
strategic reduction in granting credit over the last quarter, due to the slowing
down of the economy, and also to the composition of the Bank’s portfolio,
which privileges credits that mature in no longer than five years.
Medium and long-term loans continue to represent the largest percentage of
credit granted, with a slight increase in its weight in global investment from
74.9% in 2012 to 77.3%.
In geographical terms, at the end of 2013, the companies from the Praia
branch (headquarters) held nearly 80% of the credit granted to companies
with accounts with BESCV, as opposed to 95% in 2012. While the contract
levels set for 2013 were achieved, the year was marked by more stringent
regulations for approving new operations and greater prudence in offering
credit, particularly in the building sector, over the last quarter. Priority was
given to short and middle-term operations and no long-term operations were
approved.
The Island of Sal branch grew by 367%, reaching an overall total of CVE
408 million. In the main, the portfolio is made up of middle-term loans for
investing in infra-structure and acquiring equipment. The performance of the
island’s principal activities, specifically the stagnation of the property market
and seasonal variations in tourism, limited new investment, although there
has been interest from potential customers in accessing loans from BESCV
to complete projects already underway. The bank’s strategic approach has
been one of extreme caution when analysing projects from the tourist
property sector, as this has been one of the sectors most strongly affected
by the crisis.
In contrast to the previous year, the level of company deposits in 2013 was
extremely positive, particularly as one of the aims of the Bank’s Board of
Directors was to achieve local autonomy and to offering credit using only local
deposits. In spite of liquidity difficulties in the banking sector in the three first
quarters, which saw a rush on deposits on the part of its main competitors,
BESCV continued to act with caution, and to focus on a favourable balance
of financial margins.
Corporate customers’ transformation ratio (the total corporate credit
against the total deposits of resident companies) was 90%, as opposed to the
138% of the previous year.
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Although the year saw a significant decline in economic and financial
activities, the other side of the bank’s portfolio involving private customers
saw a continuous increase in numbers of both emigrant and resident
customers, as well as significant growth in deposits. The commercial sector
remained focused on acquiring customers from the middle and upper classes
with good savings abilities, and on young people on the brink of successful
careers. An example of this is the Bank negotiating mortgages for several
recent graduates, and also raising part of the savings of bank’s major
customers.
Amoug all the commercial activities undertaken during the year, the most
significant has been the growth of the internet banking service, which has
offered customers a more flexible service to meet their transactional needs.
The number of internet banking users rose significantly in relation to the
previous year, showing an increase of 23% for private customers in 2013.
The support of the international network of the BES Group and their
differentiated products such as pre-paid Visa cards have allowed customers
greater ease and speed in international operations, and have given greater
security in transactions.
However, despite this development in the private sector, the number of new
customers was lower than the previous year, due in particular to the more
sluggish credit market. On 31 December 2013, the bank had a portfolio of
1,266 customers, of which 337 were new (2012 saw 451), 219 of which were
at the Praia branch, and 118 at the Sal branch. Nonetheless, the portfolio
of affluent customers has increased, and this has been a result of strategic
partnerships with customers from the corporate sector.
Private customer’s credit activity reflected the effects of the macro-economic changes, as the Bank implemented tighter restrictions on offering
and approving loans, principally as a result of the monetary policies in force
and the more stringent assessments by the Bank in the face of the credit and
liquidity risk, and also as a result of a desire to avoid the macro-economic risk
and increase in non-performing loans.
Consumer credit went down by 46%, due to the amortization of more valuable
portfolios and the granting of new loans with low values. Contrastingly, the
evolution of the mortgage portfolio should be underscored; it saw an increase
of 50%.
The quality of the credit portfolio, measured by the ratio of overdue credit
to the sum of total credit, went down in comparison with the previous year
on account of the increase in unpaid debt that is undergoing a process of
enforced collection and the rise of unresolved deferred payments in 2012.
The outlook for 2014 continues to be founded on highly restrictive public
economic policies; on maintaining extremely limited access to long-term
financial markets; on working with a vastly reduced or non-existent short-term interbanking market; and on having to accept the continued financial
restrictions placed on banks.
However, considering BESCV’s liquidity ratio, the evolution of activities points
to commercial strategies aimed at acquiring potential customers for selective
mortgage loans, so as to efficiently manage the transformation ratio.
In 2013, despite the impact of the financial crisis, private deposits increased
by CVE 398 million, and closed the year at a total of CVE 666 million. This
showed considerable development over the year, both at the level of on-demand and fixed-term deposits, and especially as major customers
invested part of their personal savings through BESCV.

The transformation ratio of private customers (total private credit against
total private deposits) was 84%, as opposed to 132% in the previous year.
Over the past few years, BESCV’s growth strategy has led it to seek to develop
its international activities in the west coast of Africa in countries with links
to Cape Verde, and also in Europe, where Cape Verde historically has good
relations.
As a consequence of the significant increase in new international customer
accounts, it was deemed necessary in 2013 to create a new sub-sector
– International Coordination - that would be dedicated exclusively to
international customers (non-resident, corporate and private accounts).
The main aim of this sector is to manage the portfolio of non-resident,
corporate and private accounts, and to focus on investing in international
markets and businesses.
In general, the Bank’s activities in this sector have been extremely positive,
and have seen considerable growth, both in the number of customers (+82%),
and in the volume of deposits (+170%).
The portfolio of both on-demand and long-term deposits is a valuable and
stable resource for the Bank and has grown by over 200% in comparison to
2012. This shows that the Bank’s strategy has been successful, and it has
enabled BESCV to increase its market share in terms of assets and to position
itself as a Cape Verdean Bank with an increasingly international profile.
This strategy, which is the fruit of the Bank’s gamut of resources, has reaped
excellent results:
•
•
•
•

Increased international experience;
An excellent network of correspondents;
A young management team that is highly motivated and qualified;
Consistent adherence to Compliance, thus protecting the credibility and
prestige of the BES brand;
• Efficient communication via email, telephone and face-to-face customer
visits that are founded on the principle of Customer Care and that have
made it possible to respond swiftly to customer needs.
The support of the international BES group allows greater ease and speed for
the Bank’s international customer operations and offers increased security
in their transactions.
Off-balance sheet operations are an important income generator, and they
are also fundamental in supporting the economy as they play a vital role in
stimulating international commerce. In the fiscal year ending 2013, there were
58 new off-balance sheet operations, and 45 guarantees and 13 documentary
credits issued, with a total value of over CVE 1.3 billion, consisting of 73% in
guarantees and 27% in documentary credits.

6.2 Balance
BESCV’s balance has continued to gradually grow over the past few years,
based on customers’ direct financial involvement. This year has seen
considerable evolution, with a total balance of CVE 24 billion on 31 December
2013, showing an increase of 60% on 2012.

In relation to the diaspora, the emigrant sector is a priority for BESCV as
it was selected as one of its main short-term aims. Of the total deposits
registered in 2013, those of emigrants represented 5.93%, which represented
approximately CVE 6 million more than in 2012, and which to an extent
reflects the Bank’s strategy of capturing this target sector.
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ASSETS
Financial assets and liabilities play a key role in the observed growth of
the balance sheet. The Bank has aimed to diversify and increase its asset
portfolio and has therefore invested 79% of its net assets in interest bearing
investments at other credit institutions (75% in 2012); 10% in credit to
customers (14% in 2012), and 1% in public bonds and private securities (4%
in 2012).
These investments in credit institutions and credit to customers have seen
their balance increase by 69% and 11% respectively, while the balance of the
investments in public bonds has fallen by 65% to the detriment of monetary
investments.

The portfolio of customer credit, one of the indicators of the Bank’s
development and progress, has a gross stock of CVE 2.48 billion (versus 2.2
billion in 2012), showing an increase of 13%, and this has had a direct and
positive impact on overall results. Approximately 80% of the total portfolio
volume corresponds to medium to long-term credit, a trend already observed
in previous years.
Corresponding to 10% of the total assets and due to the unfavourable credit
market, the quality of this portfolio has significantly deteriorated, and this is
in keeping with the macro-economic situation seen throughout Cape Verde.
The increase in the volume of defaulted loans and deferred payments has led
to adjustments to granting credit, with the introduction of an impairment
calculation model that has further affected the level of loans granted.

Overall, interest bearing assets correspond to 90% of the Bank’s total assets,
whereas in 2012 they amounted to 93% of total assets. This variation has
directly reflected on financial outcomes and has had a direct impact on the
yearly net results.

Despite its growth throughout the year, the portfolio has shown less
accentuated variations than the previous year, as can be seen from the table
below, which indicates moderation in granting new credit.

Interest Bearing Assets

Monthly evolution of credit to customers
(%)

2012

The Bank’s interest bearing assets include all assets that generate income for
the Bank, based on prior agreements on interest rates.

Very short-term investments in BES
Short-term investments in BES

31.12.13

31.12.12

17,362,362

8,608,602

-

125,463

Investments in other financial institutions

1,600,020

2,509,260

Loans and advances to customers

2,487,462

2,208,233

200,000

200,000

15,000

418,210

Total Interest Bearing Assets, excl. interest

21,664,844

14,069,768

Total ASSETS

24,103,625

15,081,922

90%

93%

Held-to-maturity investments
Assets for negotiation and for sale

Interest Bearing Assets/ Total Assets

The 2013 portfolio is made up of Cape Verdean public bonds, Treasury bonds
(93%) and equities (7%).
The Bank had invested, as of 31 December 2013, approximately CVE 289
million in fixed assets (CVE 244 million in 2012), corresponding to 1% of total
assets. Investment increased by 19% over the year and the information
handling systems, which are vital for the success of operations/activities,
were reinforced.

Composition of Assets
9.405

Monetary
Investments

0.854

13%

13%
10%

4%

3%

6%
2%

-0.2%

Jan

4%
0.5%

Mar

7%
3% 3%

-0.4%

2%
-1%

-2%
Feb

4%
2% 2%

-3%

-3%
Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

-6%
-6%
Dec

Financing to companies connected with the business and services sector
supplanted financing to construction companies and public works, especially
as the latter was particularly hit by the financial crisis in 2013.
Representing 45.4% of the portfolio, credit to the business and services
sector increased by nearly CVE 500 million, equivalent to a growth of 73%
compared to 2012. Consequently, the largest number of deferred payments
is related to this sector, which has approximately 68% of the total defaulted
loans and 15% of those within the sector.
As set out in the business plan, corporate customers constitute the Bank’s
operational base with nearly 81% of the total credit portfolio, its balance
having grown by 12% in relation to the previous year. The number of defaulted
loans for this kind of customer was also considerable, with 83% of deferred
payments belonging to corporate customers. Of the loans granted to the
business sector, 10% are defaulted.

(%)

Fixed Assets

2013

0.034

Other Assets

10.030

On the other side of the portfolio, the increase in credit granted to private
customers was more moderate than in previous years, and this was directly
related to consumer credit which in general has been more seriously affected
and restricted. With a growth of 12%, the overall increase of 19% in private
credit remained unchanged.

Credit
Investments

79.677
Financial
Investments
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The Bank’s credit portfolio shows an average impairment rate of 2.46%, as
opposed to 1.92% in 2012; this is due to the unfavourable evolution of unpaid
business loans, the companies being affected by several kinds of constraints
in the national market. CVE 61 million of impairment was collected (against
CVE 42 million in 2012), and this sum significantly impacted the final result.
On 31 December 2013, defaulted loans represented 10% of the portfolio.
Although it has sufficient resources, which means that the portfolio’s
impairment does not constitute any significant prudential risk, the quality
of the portfolio suffered at the end of the year, the result of the difficult
conditions experienced by Cape Verdean market. The provisions that are
already in place ensure that 25% of credit overdue is covered.
The same attention given to underwriting the risk of deferred credit payments
has also been applied to the risk of credit concentration, and as far as
possible the aim is not to have a convergent portfolio, attracting companies
from a range of different sectors even while researching the market. BESCV,
in accordance with the growth policy set for the country, has sought to meet
the demands of companies in those sectors that have been pinpointed as
propelling the economy, and it is trying to make its own contribution towards
developing the domestic economy in alignment with its proposal on entering
the market.

Credit Portfolio as of 31/12/2013
(%)

13.81

Financial Structure
(%)

6.9

Equity

1.4

Market
Resources

0.2

Other Liabilities

91.5

Customer Deposits

Customer deposits cover credit granted to other customers by more than
five times (5.6 times). This allows greater liquidity, frees up capital and makes
it possible to make available other funds for more immediate advantageous
applications. The transformation ratio of deposits in credits shrunk from 44%
to 18%.

Mortgage

9.83

Non-performing
Loan

3.52

Hotels and Restaurants

8.26

3.29
Other Private

Customers: Credit and Deposits in the Balance Sheet Structure
(million of CVE)

2012
2013

0.52

Public Sector
and General Government

Industry

24,085
21.23

Public Works
and Construction

39.54

15,082

58%

Trade and Servise

15% 10%

LIABILITIES

Balance

Loans

34%
Deposits

The composition of liabilities has changed from the previous year, in that
customer resources now represent 58% of the structure (as opposed to 34%
in 2012), in detriment of central bank resources (33%), which in the previous
year represented 62%.
The market resources, which in the main consist of deposits from other
credit institutions, have a reduced share in the liabilities structure (1.4%), with
a balance of CVE 335 million. In 2012, these resources were residual within the
structure, representing approximately 0.003% of liabilities, with a balance of
around CVE 400 thousand.
There was a substantial variation in customer resources, and this was
determined through an increase in the volume of non-residents customer
deposits. With a total balance of CVE 14 billion (CVE 5 billion in 2012), 84%
of customer resources are on-demand deposits, and 16% are long-term
deposits. Corporate customers, with particular emphasis on international
companies, make up 95% of the total funds, which makes them the Bank’s
principal financers.
The Bank’s equity capital is worth CVE 1.66 billion, out of a total financial
structure of CVE 24 billion.
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7. Financial and Prudential
Statements

Evolution of net interest margin
(%)

O max. 2012 = 4.22% (Jul)
◊ max. 2013 = 3.81% (Dec)

2012
2013

7.1 Results
In the face of an economic climate that is unfavourable to large investments,
and in an environment plagued by uncertainty, the solution to maintaining
results is centred on considerable investment in the non-residents sector,
principally on Corporate.
The quality of the credit portfolio, the efficient application and management
of available financial resources, the banking guarantees granted to
companies, as well as rigorous exchange management have helped to bring
about positive and satisfactory results.
Operating as it does in a limited market that is challenged by the fluctuations
of the international markets, the Bank’s results achieved are encouraging
and further incentivise it to continue with its strategies that are flexible to
current realities. The Bank set itself a clear objective for the year to maintain
the level of its banking income from the previous year; to achieve this aim
demanded tremendous commitment from the entire Bank.
As of 2011, the Bank intensified its activities and created more solutions for
its customers, in particular through facilitating international communication,
and in answer to this stimulus it saw its net income grow. In 2012, the results
achieved were exciting given the unfavourable economic climate; this was
due to greater commitment to consolidating the interests of the customers
and the Bank itself. This is a solid demonstration of the Bank’s healthy
performance. In 2013, the year in which the domestic economy suffered
most from the effects of the financial crisis, and a year that offered little
room for growth in the market due to the limitations imposed by external
circumstances and greater prudence on the part of customers, BESCV
managed to maintain its previous performance levels, and to maintain
customer confidence and operational levels.
BESCV continues to invest in a robust financial management model with
continuous controls, and this can be verified through its operating cash-flow
of CVE 157 million, which is twice that of the net result.
With a financial result of CVE 256 million (against CVE 255 million in 2012),
the quality of the Bank’s financial assets is evident, with a portfolio composed
of investment in financial institutions, customer credit, and public bonds
and private securities. This small increase of 0.2% on the previous year is
a consequence of the simultaneous growth in profits and costs, and comes
from the concomitant growth of financial assets and liabilities.
In contrast, the net commissions of CVE 51 million, which are 27% lower
than those from the previous year, show a fall in off-balance sheet credit, in
this case in the number of documentary credits, which is a reflection of the
reduction of the domestic economy that has had considerable impacts on
importation.

4.20 4.22

3.81

3.02

3.50
2.89

Jan

3.85

3.65
2.89

2.82

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

Financial transactions on foreign currency generated significant results for
consolidating the banking income, despite it being a lower sum than the
previous year due to lower demand for international transactions involving
currencies with highly volatile conversion rates such as the USD.
This combination of situations meant that the banking income was CVE
331 million (as opposed to CVE 362 million in 2012), and it demonstrated
the success of Bank’s strategy to not allow productivity to lessen, despite
negative forecasts within the banking world.
The 9% reduction in the banking income on the previous year illustrates
the general contraction in the financial market, with customers being more
careful when taking out credit and keener to invest available resources.
The financial sector itself has also become more cautious in its policies on
granting credit.
Due to the Bank’s operational and structural growth, operating costs
rose considerably, although by less than had been forecast, as these were
readjusted and postponed in accordance with the results allowed by the
market.
Operating costs increased 19% over the previous year. Of the total CVE 213
million, 28% relate to personnel costs (as opposed to 30% in 2012), 54% relate
to administration expenses (against 53% in 2012) and the remainder relate to
depreciations and amortisations from the period (18% and 17% in 2013 and
2012 respectively).
Greater costs have led to worse results. Income before taxes (CVE 99.6 million)
was 37% lower than the previous year (CVE 157 million), and this meant that
after income tax, the net result was 23% lower than the year before, and gave
a total net return of CVE 80 million (as opposed to CVE 103 million in 2012).
Despite the results being lower than those of the previous year, in general, the
values achieved in 2013 show an efficient use of available resources, through
readjusting costs to match the revenues and avoiding loss of efficiency.
The negative evolution reflects the impact of changes in internal policies,
particularly regarding credit, so as to adequate them to the market reality.
Notwithstanding this reduction, the performance of BESCV continues to be
satisfactory, and this is corroborated by the gradual increase in its market
share. The Bank has continuously sought to offer a dynamic approach to
customer acquisition and, consequently, to investment acquisition, and
aims to continue the path of financial prudence required to maintain the
market healthy. The stringent criteria for new credit offers, and the adequate
provision for and cautious monitoring of the portfolio has made it possible for
the Bank to almost instantly respond to the inherent risks to credit, despite
those overdue payments already registered.
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Income Statement

2012

(millions of CVE)

2013

362

331

255 256

213

Financial Ratios

149

6.51

80

20

4.78

0.68
The interest from financial investments was of vital importance for the Bank’s
results within the set parameters. The year’s net income represents 24% of
the banking income (against 28% in 2012), a proportion that reflects the need
to adjust operating costs as far as possible while continuing to maintain the
standards of the Bank’s service.

Income

2012

(millions of CVE)

2013

362

331

255 256

Banking
Income

Cash-Flow

103

80

Income for
the Year

7.2 Financial Ratios
Although the year’s net result in financial terms has been lower than the
previous year, the Bank has continued to try to uphold its strong performance,
as the results are directly linked to the growth of the Bank and to the
inevitable increase in costs. Under current conditions, the principal aim was
to maintain the level of the banking income in 2012, and this was successful.
The Bank saw divergences in its profit ratios in reaction to the evolution of
the net income and assets, and to asset changes.
The ratio used to measure the Bank’s return on assets – ROA – was 0.33% (in
2012 it was 0.68%), and this can be explained by the fact that the Bank’s net
assets grew by 60% in contrast to the net income which went down.
In contrast, the ratio that indicates the Bank’s return on equity – ROE – saw
a considerable decrease, going down from 6.51% in 2012 to 4.78% in 2013, as
a proportional result of the income falling by more than the equity capital.
The liquidity index, measured through the ability to finance credits with
external funds saw considerable fluctuation, and this was the result of the
Bank’s behaviour throughout the year. The volume of customers’ deposits
increased greatly, covering the credit stock by over five times, and this led to
a transformation ratio of 18% (as opposed to 44% in 2012), which reflects the
Bank’s high level of liquidity and allows a wider margin to invest in products
that ensure cover for certain risks and at the same time ensure profitability.
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0.33

ROA

ROE

7.3 Prudential Ratios
The Banco de Cabo Verde (BCV), as a regulatory and supervisory body for the
financial system, imposes a set of prudential limits with the aim of maintaining
the stability of the system, avoiding any dent in the country’s credibility. For
this reason there are several warnings and technical instructions for each of
the key-points of credit institutions, to ensure their strict compliance through
periodic assessments.
From this perspective, BESCV has met all the regulator’s mandatory
regulatory norms, reinforcing them with the rules set by the GBES.

213
157

Financial
Margin

2013

Net
Profit

19

54

Other
Costs

Operating
Costs

Banking
Income

103

Depreciation
and Provisions

56

Profit Market
Operations

2012

(%)

36 24

Customer
Fees and
Commissions

Financial
Margin

71 51

The cost-to-income indicator, which is measured by the ratio of operating
costs to banking income, was 64% (against 49% in 2012), and this means that
in order to confront the current situation and maintain an acceptable level
of efficiency, the Bank used a greater portion of its income, with the aim of
maintaining a balance of efficiency/quality at the levels set by the GBES.

Notice no. 03/2007 of 19 November establishes the elements that must be
used to calculate the core capital of banks which, consecutively, serve as a
reference for various norms and prudential ratios. The Bank’s core capital in
2013, to the value of CVE 1.58 billion, changed slightly (+4%) on 2012, impacting
the effects of possible risks inherent to banking activities.
With a net investment in tangible assets in 2013 to the value of CVE 117
million (CVE 132 million in 2012) and a higher amount of core capital than the
previous year, the Bank achieved a fixed assets coverage ratio of 1339% - notice
nº 11/98, 28 December – (see Annex 3). This notice states that fixed assets
should not surpass the bank’s equity, meaning that the ratio should not be
less than 100%, so there is still a significant margin for this kind of investment.
Capital Adequacy Ratio risk is covered by the Bank’s core capital, as the
Bank is covered by a ratio of 22% (28%, in 2012). The minimum solvency ratio
required for commercial banks is 10%, and by developing its business and
operations it is likely that BESCV will lower its ratio, and gradually get closer
to the minimum value required by the norms, in alignment with other banks.
(millions of CVE)

2013

2012

Fixed tangible assets

157,457

156,391

Gross Fixed Assets

157,457

156,391

Depreciation

( 39,683)

( 23,397 )

Net Fixed Assets (A)

117,774

132,994

Core capital (B)

1,577,494

1,520,013

Difference

1,459,720

1,387,018

1.339%

1.143%

Degree of Coverage (%)
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8. Final Notes
8.1 Declaration of compliance with the Financial
Information presented
The Board of Directors of Banco Espírito Santo de Cabo Verde, S.A., declares
that:
•
		
		
		
		

The financial statements of Banco Espírito Santo de Cabo Verde, S.A.
for the year ended 31 December 2012 and for the year ended 31 December
2013 have been prepared in compliance with the international norms of
the International Financial Reporting Standards (IFRS), as defined by the
Banco de Cabo Verde’s Notice no. 2/2007 of 25 February 2008;

• To the best of its knowledge, the financial statements referred to in the
		 preceding subparagraph provide an authentic and appropriate picture of
		 its assets and liabilities, as well as of the financial situation and income of
		 BESCV, in compliance with the standards mentioned above, and were
		 subject to approval by the board of directors in the meeting that took
		 place on 23 April 2014;
• The management report shows the evolution of business, performance
		 and the BESCV’s financial position for 2013, and outlines its predicted
		evolution.

8.2 Proposal for the Application of Income
Under the terms of its statutory competence, the BESCV Board of Directors
has the honour of presenting the General Meeting with the following proposal
for the Application of the year’s Income, totalling CVE 79,647,709 (seventy
nine million six hundred and forty seven thousand seven hundred and nine
escudos):
(millions of CVE)

2013
Legal Reserves (10%)

7,965

Other Reserves (90%)

71,683

Total Net Profile

79,648
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The Board of Directors of the Banco Espírito Santo de Cabo Verde, S.A., would
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Cidade da Praia, 23 April 2014
The BESCV Board of Directors
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II. Financial Statements
and Notes to the Financial
Statements
Income Statement for the year ended 31 December 2013
(Values expressed in thousand escudos [CVE])

Notes

2013

2012
352,582

Interest and similar income

5

404,957

Interest and similar expenses

6

149,156

97,175

255,801

255,407

Financial margin
Fee and commission income

7

52,774

74,519

Fee and commission expenses (-)

7

( 1,573)

( 4,008)

Results from foreign exchange revaluation

8

20,281

29,465

Other operating results (a)
Operating income

4,077

6,928

331,360

362,311

Wages and salaries

9

59,468

53,653

General and administrative expenses

10

114,874

95,416

17 and 18

38,359

29,831

15

18,984

25,855

Depreciation and amortization
Loan impairment net of reversals and recoveries
Income before taxes and minority interests
Taxes
Current taxes

99,676

157,556

22

20,028

54,320

22

20,028

54,320

79,648

103,236

Income after taxes and before minority interests
Minority interests
Consolidated income statement for the period

-

-

79,648

103,236

Net Income Statement for the year ending 31 December 2013
(Values expressed in thousand escudos [CVE])

Net income of the year

2013

2012

79,648

103,236

Other net income for the year after taxes

-

-

Fair value adjustments, net of taxes

-

-

79,648

103,236

Total net income for the year

Balance Sheet for the year ending 31 December 2013
(Values expressed in thousand escudos [CVE])

Notes

2013

2012

680,867

Assets
Cash and deposits in central banks

11

1,721,971

Deposits in other credit institutions

12

543,245

132,622

Available-for-sale financial assets

13

15,000

427,736

Investments in credit institutions

14

18,971,226

11,251,304

Loans and advances to customers (net)

15

2,415,788

2,173,326

Held-to-maturity investments

16

203,791

203,791

Other tangible assets

17

117,775

132,994

Intangible assets

18

87,812

65,645

Other Assets

19

8,197

13,637

24,084,805

15,081,922
8,321,924

Total Assets
Liabilities
Deposits from central banks

20

8,038,765

Deposits from other credit institutions

20

335,148

402

Customer deposits and other loans

21

14,002,548

5,076,297

Current tax liabilities

22

20,028

55,887

Other liabilities

23

23,010

41,754

22,419,499

13,496,264

1,433,000

1,433,000

Total Liabilities
Capital
Other reserves and retained earnings
Net income
Total Equity
Total Equity and Liabilities
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152,658

49,422

79,648

103,236

1,665,306

1,585,658

24,084,805

15,081,922
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Changes in Equity Statement for the year ending 31 December 2013
(Values expressed in thousand escudos [CVE])

Capital
Balance as at 31 December 2012

Other Reserves
and Retained Earnings

Net Profit
of the Year

Total
Equity

1,433,000

49,422

103,236

1,585,658

-

103,236

(103,236)

-

Legal reserve

-

10,324

(10,324)

-

Other reserves

-

92,912

(92,912)

-

-

-

79,648

79,648

1,433,000

152,658

79,648

1,665,306

Transferred for Reserve

Net income
Balance as at 31 December 2013

Cash Flow Statement for the year ending 31 December 2013
(Values expressed in thousand escudos [CVE])

31.12.2013

31.12.2012

Operating Activities
Interest, commissions and similar income

466,221

427,101

Interest, commissions and other expenses

(145,129)

(101,183)

4,110

6,844

Payments to employees and suppliers

Other operating income and costs

(174,075)

(149,069)

Payment of income taxes

( 55,887)

( 16,319)

95,240

167,374

403,210

( 422,500)

Net cash flow from operational results before variation in operating funds
(Increase) Decrease in operating assets
Available-for-sale and negotiation financial assets
Held-to-maturity financial assets

0

(0)

Investments in credit institutions

83,642

1,961

(260,410)

(722,787)

5,441

(999)

50,784

8,322,130

8,921,452

(291,599)

Loans to customers
Other Assets
Increase (Decrease) in operating liabilities
Deposits from central banks and other credit institutions
Customer deposits
Other liabilities
Net cash flow from operating activities

( 19,009)

25,591

9,185,110

6,911,798

Investment Activities
Acquisition intangible assets
Acquisition tangible assets
Cash flow from investment activities
Net changes in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Effects of exchange rate variations on cash and cash equivalents
Cash and cash equivalents at the end of the year

(44,274)

(51,642)

(1,065)

(16,429)

-

-

9,235,011

7,011,101

11,981,150

4,940,584

20,281

29,465

21,236,442

11,981,150

Cash and cash equivalents includes:
Cash
Deposits at Central Banks
(of which, mandatory reserve deposits)
Investments and Deposits in other credit institutions(1)
Total

266,018

257,864

1,455,953

423,003

497,399

285,864

19,514,471

11,300,284

21,236,442

11,981,150

(1) Includes deposits and investments with maturity of up to three months.
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2. Explanatory Notes
to Financial Statements
NOTE 1 – Activity
The Banco Espírito Santo Cabo Verde, S.A. (BESCV) is a commercial bank, with headquarters in Praia, which was founded in July 2010 and begun trading in
mid-August of the same year.
The Bank’s activities encompass the general banking sector, with particular focus on medium and large companies.
The Bank is part of the Grupo Banco Espírito Santo (GBES), which through the BES Africa SGPS, S.A. (held 100% by the GBES) holds 99.9% of its capital.
Currently, BESCV operates through its headquarters in Praia and its branch on the Sal Island.

NOTE 2 – BASES FOR PRESENTATION AND ACCOUNTING POLICIES
2.1 Bases for Presentation
The Bank’s financial statements presented here relate to the year ending 31 December 2013, and were prepared in accordance with the principles set out in
the International Financial Reporting Standards (IFRS) in force at the time.
The IFRS encompass accounting standards set by the International Accounting Standards Board (IASB) and the interpretations issued by the International
Financial Reporting Interpretation Committee (IFRIC), and by its predecessors.
The financial statements are expressed in thousands of Cape Verdean escudos (CVE), rounded to the nearest thousand. These were prepared in accordance
with the historical cost principle, with the exception of assets and liabilities recorded at their fair value, including available financial assets for sale.
The preparation of financial statements in accordance with the IFRS requires the Bank to apply judgement and use estimates and assumptions that affect
the process of applying accounting policies and the amounts of profits, costs, assets and liabilities. Alterations in these assumptions or differences between
these and reality may impact on current estimates and judgements. The areas that involve a higher level of judgement or complexity, or where significant
assumptions and estimates are used to prepare the financial statements are analysed in Note 3.
These financial statements were approved at a meeting of the Board of Directors on 23 April 2014.

2.2 Principal Accounting Policies
a) Accrual Basis
The Bank employs accrual accounting for the majority of the items in the financial statements, particularly with regard to interest on assets and liabilities that
are registered as they are generated, irrespective of when they are paid or collected.

b) Foreign currency transactions
Foreign currency transactions are registered in accordance with the principles of the multicurrency international monetary system, where each transaction
is registered exclusively in relation to the respective currencies. This approach envisages that all foreign currency balances are converted into Cape Verdean
escudos, on the basis of the average rate of exchange for the day as reported by the Banco de Cabo Verde. The exchange rate differences are shown in the
income of the year.
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c) Credit to Customers
Customer loans and advances include those originated by the Bank, which are not intended for short-term sale, and which are registered on the date the sum
is advanced to the customer.
Loans and advances to customers are only off-balance sheet when (i) the contractual rights of the Bank relating to the respective cash flow have expired, (ii)
the Bank has substantially transferred all the risks and benefits associated with holding them, or, (iii) notwithstanding the fact that the Bank may have retained
part, but not substantially all, of the risks and benefits associated with holding them, control over the assets has been transferred.
Loans and advances to customers are initially measured at fair value plus any transaction fees and are subsequently measured at amortised cost, using the
effective interest-rate method, less impairment losses.

Impairment
The Bank regularly assesses the existence of objective evidence of impairment in the credit portfolio. Impairment losses identified are charged against income
and subsequently considered as income if there is a reduction in the estimated losses in a subsequent period.
Loans and advances to customers or a credit portfolio, defined as a group of loans and advances with similar credit risk, may be classified as impaired when:
(i) there is objective evidence of impairment as a result of one of more events that took place after its initial recognition and (ii) when these events have an
impact on the recoverable value of the future cash flows of the loans and advances or credit portfolio that can be reliably estimated.
Initially, the Bank assesses if there is objective evidence of impairment, individually, for each loan. To make these assessments and to identify the impaired
loans individually, the Bank uses information that supplies the credit risk models implemented and takes the following into consideration:
• The aggregate exposure of customers and the existence of defaulted loans;
• The financial and economic viability of customers’ business models and their ability to generate sufficient cash flow to service their debt obligations;;
• The existence of preferential creditors;
• The existence, nature and estimated value of collaterals;
• The customer’s level of debt within the financial sector;
• The amount and timing of expected recoveries.
If, for a given loan, there is no objective evidence of impairment on an individual basis, the loan is included in a group of loans with similar credit risk
characteristics (credit portfolio), which is collectively assessed – collective impairment analysis. Loans that are assessed individually and for which an
impairment loss has been identified are not included in the collective assessment.
If any impairment loss is identified on an individual basis, the sum of the loss to be recognised corresponds to the difference between the carrying value and
the present value of expected future cash flows (taking into consideration the recovery period), less the original effective interest rate of the loan. The loans and
advances granted are shown in the net impairment balance sheet. For a loan with a variable interest rate, the discount rate to use to determine the respective
impairment loss is the current effective interest rate set by the rules of each loan.
Changes in the total of impairment losses, attributable to the discount effect, are recognised as interest and similar profits.
The calculation of the present value for estimated future cash flows reflects the cash flows that can result from the repossession and sale of collaterals,
calculated from the costs inherent in their repossession and sale.
For collective impairment analysis, the loans are grouped according to similar credit risk factors in conjunction with the risk assessment undertaken by
the Bank. Future cash flows for a credit portfolio, whose impairment is collectively assessed, are estimated on the basis of contractual cash flows and on
experience of historical losses. The methodology and assumptions used by the Bank to estimate future cash flows are regularly reviewed in order to monitor
the differences between estimated and real losses.
When the Bank considers that a given loan cannot be collected having recognised an impairment loss of 100%, this is written off from assets.

d) Other financial assets
The Bank classifies its other financial assets at acquisition date, considering underlying intention.
• Held-to-maturity investments
These investments are non-derivative financial assets with fixed or determinate payments and fixed maturities that the Bank intends to hold to maturity and
that are not considered, at their initial recognition, at fair value through profit or loss or as available-for-sale.
• Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that: (i) the Bank has the intention of keeping for an indefinite period of time, (ii) are
considered available-for-sale at their initial recognition or (iii) are not comprised by the above categories.
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Initial recognition and measurement and de-recognition
Acquisitions and disposals: (I) held-to-maturity investments and (ii) available-for-sale financial assets, are recognised on the date of the negotiation (trade
date), i.e. on the date that the Bank commits to acquiring or disposing of the asset.
These financial assets are initially recognized at fair value plus transaction fees, and are derecognized when: (i) the contractual rights of the Bank relating to
the respective cash flow have expired; (ii) the Bank has substantially transferred all the risks and benefits associated with holding them; or, (iii) notwithstanding
the fact that the Bank may have retained part, but not substantially all, of the risks and benefits associated with holding them, control over the assets has
been transferred.

Subsequent measurement
Available-for-sale financial assets are recorded at their fair value and their variations are recognized as reserves until the assets are derecognized or an
impairment loss is identified, a point when the accumulated value of potential gains and losses recorded as reserves is transferred to the income statement.
Exchange rate variations associated with these assets are also recognized as reserves, in the case of shares and other capital instruments, and as income, in
the case of debt instruments. Interest at effective interest rate and dividends are recognized in the income statement.
Held-to-maturity investments are measured at amortised cost, using the effective interest rate method, less impairment losses.
The fair value of a financial asset is its bid-price. In the absence of a stated rate, the Group estimates the fair value by using (i) evaluation methodologies such
as looking at the price of similar recent transactions carried out under market conditions, discounted cash flow techniques and customised evaluation models,
in order to reflect assets’ specificities and circumstances, and (ii) evaluations based on market information.

Transfers between categories
The Bank only transfers non-derivative financial assets with fixed or determinate payments and fixed maturities from the category of available-for-sale
financial assets to the category of held-to-maturity financial assets if it has the intention and the capacity to hold those financial assets to maturity.
These transfers are conducted on the basis of the fair value of the assets that are transferred, which is calculated at trade date. The difference between the
fair value and the corresponding nominal value is recognized in the income statement until the asset reaches maturity, based on the effective rate method.
The reserve of fair value at trade date is also recognized in the income statement based on the effective rate method.

Impairment
The bank regularly assesses the existence of objective evidence of impairment in a financial asset or group of financial assets. When evidence of impairment
is encountered, the respective recoverable amount of the asset is determined and any impairment losses are recorded against income.
A financial asset or group of financial assets are considered to be impaired whenever there is objective evidence of impairment arising from one or more
events that occurred after their initial recognition, such as: (i) for shares and other capital instruments, when there has been a significant or prolonged decline
in their market value below acquisition cost, and (ii) for debt securities, when this event (or events) has/have an impact on the estimated future cash flows of
the financial asset, or group of financial assets, that can be reliably estimated.
Regarding held-to-maturity investments, the sum of impairment losses corresponds to the difference between the carrying value and the present value of
expected future cash flows (taking into consideration the recovery period), less the original effective interest rate of the financial asset.
These assets are presented in the balance sheet, net of impairment. In the case of an asset with a variable interest rate, the discount rate to be used to
determine the respective impairment loss is the current effective interest rate, determined in accordance with the rules of each contract. In the case of held-to-maturity investments, should the amount of the impairment loss fall in a subsequent period, and if such a reduction may be objectively related to an event
that happened after the recognition of the impairment, this is recognised in the yearly income statement.
When there is evidence of impairment loss in the available-for-sale financial assets, the accumulated potential loss in reserves corresponding to the difference
between acquisition cost and current fair value, less any impairment loss of the asset previously recognized in the income statement, is transferred to the
income statement.
If, later on, the value of the impairment loss is reduced, the previously recognized impairment loss is recognised in the yearly income statement to restore the
acquisition cost provided that the increase is objectively related to an event that took place after the recognition of the impairment loss, except in the case of
shares and other capital instruments in which the subsequent gains are recognized as reserves.
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e) Financial liabilities
An instrument is classified as a financial liability when there is a contractual obligation for its settlement to be effected through the delivery of cash or other
financial assets, regardless of its legal form.
Non-derivative financial assets include funding from credit institutions and customers, loans and liabilities represented by debt instruments and liabilities
incurred to pay for services rendered or the purchasing of assets, as set out in “other liabilities”.
At their initial recognition the financial liabilities are measured at their fair value less transaction fees and subsequently at their amortised cost, using the
effective interest rate method.

f) Other tangible assets
Other tangible assets are valued at purchase price less accumulated depreciation and impairment losses. Expenditure on maintenance and repair is charged
as costs, in accordance with the accrual method.
Depreciations are calculated in accordance with the straight-line method at the following rates of depreciation that reflect the expected useful life of the
goods:
Number of Years
Premises for own use
Furniture and materials
Computer equipment

25
4-8
4

Machinery and tools

5

Transport materials

4

Interior fittings
Security equipment

8-10
4-5

When there is an indication that an asset may be impaired, the IAS 36 requires that its recoverable amount be estimated, and an impairment loss recognized
when the net value of an asset exceeds its recoverable amount. Impairment losses are recognized in the income statement.
The recoverable amount is determined as the greater of the net selling price or its value in use, calculated on the basis of the current value of the estimated
future cash flows obtained from the continued use of the asset and its sale at the end of its useful life.

g) Intangible assets
Costs incurred by the purchase, production and development of software are capitalized, as are the additional expenses borne by the bank required for its
implementation. These costs are amortised on a straight-line basis over the expected useful life of these assets, which is normally between 3 to 6 years.
All other charges related to information technology services that are not expected to generate future economic benefits beyond one year are classified as
costs when incurred.

h) Benefits to employees
Obligations regarding benefits to employees are classified in accordance with those advocated in the IAS 19.
Since the right to holidays is acquired in the year in which they are taken, there is no provision for costs associated with these benefits.

i) Income tax
The bank is subject to a Corporate Income Tax (IUR) at the rate of 25%, plus a fire tax of 2% on the tax collected, giving an overall rate of 25.5%.

j) Interest accrual
Interest income for financial instruments measured at amortised cost and from available-for-sale financial assets is recognized in the interest income and
similar revenues or interest and similar expenses, using the effective interest rate method. The interest from the financial assets and liabilities at fair value
through profit or loss are also included in the interest income and similar revenues or interest and similar expenses, respectively.
The effective interest rate is the rate that exactly discounts estimated future cash payments of receipts through the expected life of the financial instrument
or, when appropriate, a shorter period for the net carrying amount of the financial asset or financial liability. The effective interest rate is established in the
initial recognition of the financial assets and liabilities and is not subsequently revised.
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To calculate the effective interest rate, the future cash flow is estimated considering all the contractual terms of the financial instrument (for example early
payment options), but without considering future credit losses. The calculation includes the commissions that are included in the effective interest rate,
transaction costs and all other premiums and discounts directly related to the transaction. If a financial asset or group of similar financial assets has been
recorded as an impairment loss, interest recorded as interest income and similar profits is calculated using the interest rate used to measure impairment loss.

k) Recognition of fee and commission income
Fees and commissions are recognised as follows:
• Fees and commissions earned in the execution of a significant act, such as commissions in the syndication of loans, are recognized in the income statement
		 when the significant act is complete;
• Fees and commissions earned over the period in which the services are provided are recognised as income in the period that the services are provided;
• Fees and commissions that are an integral part of the effective interest rate of a financial instrument are recorded as income using the effective interest
		rate method.

l) Cash and cash equivalents
For the purposes of the cash flow statement, cash and cash equivalents comprise values recorded in the balance sheet with maturity of less than three months
from the date of acquisition/contract, including cash, deposits with central banks and with other credit institutions.

NOTE 3 - MAIN ACCOUNTING ESTIMATES AND JUDGMENTS USED IN DRAWING UP FINANCIAL
STATEMENTS
The IFRS sets out a range of accounting procedures and requires the Board of Directors to make necessary judgements and estimates in order to decide the
most appropriate accounting procedure. The main accounting estimates and judgements used by the Bank in applying the accounting policies are discussed
in this note in order to improve understanding of how their application affects the Bank’s reported results and disclosures. A more detailed description of the
main accounting policies employed by the Bank is given in Note 2 to the financial statements.
Considering that, in many cases, there are several alternatives to the accounting treatment adopted by the Board of Directors, the Bank’s reported results
would be different had a different treatment been chosen. The Board of Directors believes that the choices made are appropriate and that the financial
statements provide an adequate picture of the Bank’s financial position and results in all materially relevant aspects.

3.1 Impairment Losses from Customer Credit
The Bank reviews its credit portfolio to assess impairment on a regular basis, as described in item c) of Note 2.2.
The evaluation process in determining whether an impairment loss should be recorded is subject to a number of estimates and judgements. This process
includes factors such as the frequency of default, risk ratings, loss recovery rates and the estimates of both future cash flows and the time of its receipt.
The use of alternative methodologies and other assumptions and estimates may result in different levels of impairment losses, which would have an impact
on the Bank’s statements.

3.2 Held-to-Maturity Investments
The Bank classifies its non-derivative assets with fixed or determinable payments and fixed maturities as held-to-maturity investments, in accordance with
the requirements of the IAS 39. This classification requires a significant level of judgement.
In making this judgement, the Bank evaluates intention and ability to hold such investments to maturity. If the Bank does not hold these investments to
maturity, except in specific circumstances – for example, disposing of a non-significant part approaching maturity – it is necessary to reclassify the entire
portfolio of available-for-sale financial assets, measuring them at fair value and not at amortised cost.
The held-to-maturity assets are subject to impairment tests, which are followed by the Bank’s analysis and decision. The use of methodologies and assumptions
that are different from those used in these calculations could have different impacts on results.

3.3 Income Taxes
The Bank is subject to a Corporate Income Tax (IUR). Determining the overall amount of income taxes calls for certain interpretations and estimates. There are
a number of transactions and calculations where the final value of tax payable is difficult to assess during a normal business cycle.
Other interpretations and estimates could lead to different sums of current and deferred taxes for the year.
The Tax Authorities are entitled to review the Bank’s calculation of its taxable earnings within a period of 5 years, in case of tax losses. As a result, it is possible
to include additional taxable earnings, depending on the interpretation of tax laws. However, the Board of Directors is confident that there will be no significant
corrections to the income taxes recorded in the financial statements.
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NOTE 4 - REPORTING BY SECTOR
Considering that the Bank does not hold any equity or debt securities that can be traded on the open market, under paragraph 2 of the IFRS 8 – Operating
Sectors, the Bank does not include information relating to sectors.

NOTE 5 - INTEREST AND SIMILAR PROFITS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.2013

31.12.2012

Interest from investments in financial institutions

194,252

164,661

Interest from loans and advances to customers

188,311

165,678

Interest from securities

18,475

22,186

Other

3,919

57

Total

404,957

352,582

NOTE 6 - INTEREST AND SIMILAR COSTS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

Interest from central banks deposits
Interest from the interbank money market
Interest from customer deposits

31.12.13

31.12.12

82,064

25,253

2,957

275

50,618

70,065

Other

13,517

1,582

Total

149,156

97,175

NOTE 7 - FEE AND COMMISSION PROFITS AND COSTS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Granted guarantees and endorsements

20,119

23,658

Documentary credits

14,849

16,866

Funds transfer

10,991

10,846

Fee and commission income

6,815

23,149

52,774

74,519

From banking services provided by third parties

(1,573)

(4,008)

Total

51,201

70,511

Other commissions
Fees and commission expenses
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NOTE 8 - RESULTS OF FOREIGN CURRENCY REVALUATION
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

149,431

96,092

(129,151)

(66,627)

20,280

29,465

Gains in currency exchange
Foreign currency
Losses in currency exchange
Foreign currency
Total

NOTE 9 - WAGES AND SALARIES
This item breaks down as follows:
(Values expressed in thousand escudos [CVE]))

31.12.13

31.12.12

Remuneration

51,704

42,236

Social Charges

5,650

4,877

Other costs related to staff

2,114

6,540

59,468

53,653

Total

NOTE 10 - GENERAL ADMINISTRATIVE COSTS
This item breaks down as follows:

Supplies provided by third parties
Rent

(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

15,400

10,810

4,663

3,009

Postage and other expenses on communications

20,263

9,119

Travel and representation costs

18,122

20,401

5,857

6,175

Fees

Advertising

12,446

25,514

Various specialized services

34,668

18,074

Other services
Total

3,455

11,433

114,874

95,416

The range of specialised services includes principally those associated with (I) personnel hiring and training by LPCB – Soluções em RH, approximately CVE
2,071 million; (II) payment system services, CVE 2,801 million; (iii) auditing services, approximately CVE 4,300 million; (iv) consultancy services, CVE 8,270 million.

NOTE 11 - CASH AND DEPOSITS IN CENTRAL BANKS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE]))

31.12.13
Cash

31.12.12

266,018

257,864

Demand deposits at Banco de Cabo Verde

1,455,953

423,003

Total

1,721,971

680,867
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Deposits with Banco de Cabo Verde include compulsory deposits (compulsory reserve requirements), valued at 497 million escudos (as at 31 December 2012,
286 million escudos), made in accordance with Notice no. 157 of 08/11/2010, issued by Banco de Cabo Verde.

NOTE 12 - DEPOSITS IN OTHER CREDIT INSTITUTIONS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

7,128

25,219

Deposits in domestic credit institutions
Cheques receivable
Deposits in credit institutions abroad
Demand deposits
Total

536,117

107,403

543,245

132,622

Cheques receivable correspond to cheques issued by customers from other banks which were filed for payment.

Demand deposits with other credit institutions are non-interest bearing.

NOTE 13 - AVAILABLE-FOR-SALE FINANCIAL ASSETS
(Values expressed in thousand escudos [CVE])

31.12.13
Capital Instruments
BES Investimentos securities
Interest
Total

31.12.12

15,000

-

-

418,210

-

9,526

15,000

427,736

NOTE 14 - INVESTMENT IN CREDIT INSTITUTIONS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

17,362,362

8,608,602

Investments in foreign financial institutions
Very short term investments in BES
Short term investments in BES
Investments in other financial institutions
Interest
Total

-

125,463

1,600,020

2,509,260

8,844

7,979

18,971,226

11,251,304

The scheduling of investments in credit institutions, in terms of maturity, as at 31 December 2013 and 2012, is as follows:
(Values expressed in thousand escudos [CVE])

Up to 3 months
From 3 months to 1 year
Total

31.12.13

31.12.12

18,971,226

11,167,662

-

83,642

18,971,226

11,251,304

Investments in credit institutions, as at 31 December 2013, earned interest at the annual average rate of 1.03%. On 31 December 2012, the only existing
investment paid interest at an average annual rate of 1. 85%.
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NOTE 15 - LOANS AND ADVANCES TO CUSTOMERS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Loans and advances to customers
Short-term
Medium- and long- term

496,978

544,969

1,990,484

1,663,264

2,487,462

2,208,233

Current credit account

185,017

303,030

Demand deposit overdrafts

225,408

62,380

Mortgage credit

378,102

251,340

Personal loans
Loans
Other Private
Loan interest

66,892

154,273

1,623,431

1,426,100

8,612

11,110

2,487,462

2,208,233

8,455

7,418

Effect of amortized cost

(18,820)

-

Impairment

(61,309)

(42,325)

2,415,788

2,173,326

Credit net of Impairments

The scheduling of loans and advances to customers, in terms of maturity, as at 31 December 2013 and 2012, is as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Up to 3 months

168,961

457,755

From 3 months to 1 year

271,570

117,437

1,080,334

1,145,195

Longer than 5 years

910,151

422,874

No set time frame

64,901

72,390

2,495,917

2,215,651

From 1 to 5 years

Total

The portfolio of loans and advances to customers, as of 31 December 2013, was negotiated at an average interest rate of 10.74% (31 December 2012: 10.66%).
Transactions taking place in credit impairment losses are presented as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Initial Balance

42,325

16,470

Allocations

61,309

28,022

Reversals
Total

(42,325)

(2,167)

61,309

42,325

NOTE 16 - HELD-TO-MATURITY INVESTMENTS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

200,000

200,000

Held-to-maturity investments
Cape Verde Treasury Bonds
Interest
Total

3,791

3,791

203,791

203,791

The portfolio investments mature in five (5) years (2012: 6 years) and earns an average interest rate of 5.625%.
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NOTE 17 - OTHER TANGIBLE ASSETS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Property
Buildings

74,115

74,115

Improvements on rented buildings

22,585

22,585

96,700

96,700

19,695

19,695

Equipment
Furniture and materials
Machinery and tools
Transport equipment
Interior fittings
Computer equipment
Safety equipment

1,510

1,510

10,300

10,300

9,256

9,256

13,682

12,601

2,857

2,857

57,300

56,489

Tangible assets in progress
Property
Furniture and materials
Equipment

676

497

2,717

2,717

64

258

3,457

3,472

Depreciation

(39,683)

(23,397)

Total

117,774

132,994

The movement under this heading was as follows:
(Values expressed in thousand escudos [CVE])

Balance as at 31.12.12
Gross
Value

Cumulative
Depreciation

Movements in 2013
Net
Value

Acquisitions Transference Regularization
Fixed Assets

Balance as at 31.12.13

Regularization
Deprec.

Depreciation
of the Year

Gross
Value

Cumulative
Depreciation

Net
Value

67,960

Property
Buildings
Improvements
on rented buildings

74,115

3,190

70,925

-

-

-

-

2,965

74,115

6,155

22,585

2,497

20,088

-

-

-

-

2,258

22,585

4,755

17,830

96,700

5,687

91,013

-

-

-

-

5,223

96,700

10,910

85,790
10,841

Equipment
19,695

5,535

14,160

-

-

-

1

3,318

19,695

8,854

Machinery and tools

Furniture and materials

1,510

300

1,210

-

-

-

-

302

1,510

602

908

Transport equipment

10,300

5,365

4,935

-

-

-

-

2,575

10,300

7,940

2,360

Interior fittings

9,256

336

8,920

-

-

-

-

926

9,256

1,262

7,994

Computer equipment

12,601

5,341

7,260

887

194

-

-

3,227

13,682

8,568

5,114

Safety equipment

2,857

833

2,024

-

-

-

-

714

2,857

1,547

1,310

56,219

17,710

38,509

887

194

-

1

11,062

57,300

28,772

28,527

Property for own use

497

-

497

178

-

-

-

-

676

-

676

Furniture and materials

2,717

-

2,717

-

-

-

-

-

2,717

-

2,717

Tangible assets in progress

Equipment

258

-

258

-

(194)

-

-

-

64

-

64

3,472

-

3,472

178

(194)

-

-

-

3,457

-

3,457

156,391

23,397

132,994

1,065

-

-

1

16,285

157,457

39,682

117,774

NOTE 18 - INTANGIBLE ASSETS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Other intangible assets
Automatic processing information system (software)
Depreciation
Total
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The movement under this heading was as follows:
(Values expressed in thousand escudos [CVE])

Balance as at 31.12.12

Software

Movements in 2013

Gross
Value

Cumulative
Depreciation

Net
Value

83,306

21,582

61,724

8,121

16,052

3,921

-

3,921

36,153

(16,052)

87,227

21,582

65,645

44,274

-

Software (in progress)

Acquisitions Transference

Regularization
Fixed Assets

Balance as at 31.12.13

Regularization
Deprec.

Depreciation
of the Year

Gross
Value

Cumulative
Depreciation

Net
Value

-

33

22,074

107,479

43,689

63,790

-

-

-

24,022

-

24,022

-

33

22,074

131,501

43,689

87,812

NOTE 19 - OTHER ASSETS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Sundry debtors
Receivables from the group
Returned cheques

4,962

-

-

7,552

1,308

1,881

1,822

4,139

Income receivable
Other
Deferred expenses
Other administrative expenses
Other accruals
Total

105

66

8,197

13,638

NOTE 20 - DEPOSITS FROM CENTRAL BANKS AND OTHER FINANCIAL INSTITUTIONS
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

8,038,765

8,321,924

BES-SFE, Cabo Verde

3,550

402

Ecobank Cabo Verde

331,598

-

8,373,913

8,322,326

Central banks deposits
República da Guiné Central Bank
Domestic financial institutions deposits

Total

Deposits from central banks were paid the annual average rate of 1%.

NOTE 21 - CUSTOMER DEPOSITS AND OTHER LOANS
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13
Deposits

31.12.12

13,905,184

5,029,732

On demand

11,755,419

4,064,560

Fixed term

2,149,765

965,172

Other customer deposits

72,000

26,000

Interest

25,364

20,565

14,002,548

5,076,297

Total
Customer Deposits
Resident
Non-resident
Emigrants
Total
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2,616,754

1,499,789

11,362,050

3,558,663

23,744

17,845

14,002,548

5,076,297
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The scheduling of customer deposits, in terms of maturity, as at 31 December 2013 and 31 December 2012, is as follows:
(Values expressed in thousand escudos [CVE])

Due on demand
Due on fixed term
Up to 3 months
From 3 months to 1 year
From 1 to 5 years
Total

31.12.13

31.12.12

11,755,419

4,064,560

2,247,129

1,011,737

1,629,931

238,698

598,459

760,694

18,739

12,345

14,002,548

5,076,297

Fixed-term customer deposits were negotiated at an average annual interest rate of 4.19% (31 December 2012: 4.20%).

NOTE 22 - LIABILITIES FROM CURRENT TAXES
The Bank is subject to a Corporate Income Tax (IUR).
Current income taxes are reflected in the income statement for the year, except in the cases where the transactions that originated them are reflected in other
equity items. In these situations, the corresponding tax is equally reflected against equity, not affecting the income statement.
The calculation of the current tax for the year ending 31 December 2013 was based on a rate of 25.5%, encompassing a nominal rate of corporate income tax
and Fire Tax, in accordance with Law no. 10/VIII/2011, of 30 December.
The Bank’s IUR reverse charge statement is subject to inspection and any adjustments by Tax Authorities for a period of five years. Therefore, additional tax
settlements might take place mainly due to different interpretation of the tax law. However, the Board of Directors believes that, in the context of financial
statements, no significant additional charges will take place.
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Current tax liabilities

20,028

55,887

Sole Income Tax (Imposto Único sobre o Rendimento - IUR)

20,028

54,320

-

1,567

Surplus from previous year, not settled.

NOTE 23 - OTHER LIABILITIES
This item breaks down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Sundry creditors
Payables to the group
Public and Administrative sector
Transfers to be paid

40

29

6,189

4,004

4,226

5,436

2,093

22,088

Differed financial expenses
Other
Payable expenses
Administrative costs

5,761

4,192

Staff costs

4,695

6,000

Other accruals
Total
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4

23,010

41,753
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NOTE 24 - CAPITAL
The Bank’s share capital is CVE 1.433 billion (equivalent to 1,433,000 shares) is fully paid-up capital, 99.99% being held by the BES Africa SGPS, SA.
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

1,433,000

1,433,000

Subscribed capital
Ordinary shares

NOTE 25 - OTHER RESERVES AND RETAINED EARNINGS
This item includes legal reserves (10%) and retained earnings (90%) originating from the transfer of the income from previous years, breaking down as follows:
(Values expressed in thousand escudos [CVE])

Others Reserves and Retained Profits
Legal
Reserve
Balance as at 31 December 2011

Other
Reserves

Total

481

4,330

4,811

4,461

40,150

44,611

Balance as at 31 December 2012

4,942

44,480

49,422

Transfer to Reserves

10,324

92,912

103,236

Balance as at 31 December 2013

15,266

137,392

152,658

Transfer to Reserves

The legal reserve can only be used to cover accumulated losses or increase capital. The laws applicable to the banking sector require that the legal reserve is
credited annually with a minimum of 10% of the annual net income up to the amount of the share capital.

NOTE 26 - CONTINGENT LIABILITIES AND COMMITMENTS
Contingent liabilities and commitments related to the Bank’s activities appear under the off-balance-sheet item and break down as follows:
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Guarantees granted

1,005,912

919,066

Documentary credits

329,684

575,908

1,335,597

1,494,974

Total

Annual Report 2013 Banco Espírito Santo Cabo Verde

40

NOTE 27 – TRANSACTIONS WITH RELATED PARTIES
The value of the bank’s transactions with related parties in the years ended 31 December 2013 and 2012, as well as recognized related costs and profits, is as
follows:
Assets on the balance sheet related to related parties included in the table above are mainly deposits and investments made with those parties. Liabilities are
essentially received bank deposits and various expenses to be reimbursed.
(Values expressed in thousand escudos [CVE])

31.12.13

31.12.12

Assets

Liabilities

Income

Costs

Assets

Liabilities

Income

Costs

17,822,830

40

170,816

45

8,841,755

29

121,004

3,330

Shareholder
Banco Espírito Santo
Other
BESI Brasil

1,602,260

-

21,605

-

2,859,465

-

36,662

-

Banque Privée

83,661

-

1,831

-

85,625

-

5,756

-

ESAF

4,962

-

-

-

-

-

-

-

19,513,713

40

194,252

45

11,786,845

29

163,422

3,330

Total

NOTE 28 – FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
Taking into consideration the maturity of assets and liabilities included in the balance, their carrying value corresponds to a reasonable estimate of their fair
value.
The main methodologies and presuppositions used in estimating the fair value of financial assets and liabilities included in the balance at amortised cost are
analysed as follows:

Cash and deposits with central banks, Deposits with other credit institutions and Investments in credit institutions
These assets are very short-term so the balance value is a reasonable estimate of their respective fair value.

Loans and advances to customers
The fair value of loans and advances to customers is estimated on the basis of updated cash flows expected from capital and interest, and on the basis that
instalments are paid on the contractually defined dates. Expected future cash flows from the homogenous credit portfolios, for example mortgage loans, are
estimated on a portfolio base. The discount rates used are those currently in use for loans with similar characteristics, which have not varied significantly since
the start of their current contracts.

Held-to-maturity investments
The fair value of these financial tools is based on market rates when available. If not available, the fair value is estimated on the basis of updated cash flows
expected in the future from capital and interest on these tools.

Deposits from central banks and Deposits from other credit institutions
These liabilities are short-term, so the balance value is a reasonable estimate of their respective fair value.

Customer deposits and other loans
The fair value of these financial tools is estimated on the basis of updated cash flows expected from capital and interest. The discount rate is that which
reflects rates used for deposits with similar characteristics on the balance date. Considering that applicable interest rates are renewed at least every year,
there are no materially relevant differences that affect fair value.
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NOTE 29 – ACTIVITY RISK MANAGEMENT
The Bank is exposed to various risks related to the use of financial instruments, which are analysed below:

Credit Risk
Credit Risk results from the possibility of financial losses stemming from defaults on the part of customers or counterparts in relation to contractual obligations
signed with the Bank when taking out credit. Credit risk is mainly related to traditional banking products – loans, guarantees, and other contingent liabilities.
Continuous management of the credit portfolio is undertaken, favouring the interaction between the various teams that are involved in risk management
throughout the successive phases of the credit process. This approach is complemented by the introduction of continuous improvements both in the
methodology and the tools for risk assessment and control, and of the procedures and decision-making circuits.
The bank’s credit risk profile is regularly scrutinized by the Credit Committee, specifically in regard to the evolution of the exposure to credit risk and the
monitoring of eventual losses.

Market Risk
Market Risk represents, generically, the possible loss resulting from adverse alterations to the value of a financial tool, such as variation in interest rates,
exchange rates, share prices, goods prices, and credit volatility and spread.
In Cape Verde, and taking into consideration the relatively small scale of the financial and capital market, the risk is not highly significant with the exception
of the exchange risk associated with currencies with variable exchange rates in relation to the Cape Verdean escudo, in particular the US dollar, a currency in
relation to which the Bank presents a balanced matching in terms of foreign exchange position.
However, our market risk management is integrated with the management of the balance through the ALCO (Asset and Liability Committee) structure, a
high-level committee within the BES Group. This body is responsible for defining policies in relation to the allocation and structuring of the balance, as well as
for the control of exposure to risks related to interest rates, exchange rates and liquidity.

Liquidity Risk
By definition, liquidity risk results from the possible inability to finance assets by fulfilling responsibilities on the due dates and from potential difficulties in
settling the portfolio positions without incurring significant losses. The control of liquidity levels aims to maintain a satisfactory level of money in hand to
respond to short-, medium- and long term financial needs (the financial strategy of the Bank is outlined in the Management Report).
With the aim of evaluating the global exposure to liquidity risk, cash-flow information is prepared daily which makes it possible not only to identify negative
mismatches, but also to identify elements that can dynamically cover them.
The bank has made significant efforts to diversify its sources of funds through the intensification of interventions at the level of the external market. This
diversification lowers the liquidity risk and is one of the goals of the bank’s liquidity risk tolerance policies.
So far, the Bank has not needed interbank deposits or to issue financial products to capitalise resources; the financing of its activities has been limited to
customer deposits and equity capital.

Operational Risk
Operational Risk reflects in general the risk of negative impacts on earnings and/or capital as a result of inadequate or failed internal processes, information
systems, or people-related or external events, including legal risks.
In order to manage operational risk, the Bank has started to implement a system which aims to identify the events which might represent a risk in order to
monitor, control and mitigate risks.
Operational Risk Management is based on the principles and strategies defined by the Bank, on the code of conduct, operational risk policies and norms,
analysis of the catalogue of the Bank processes, communication of risk events and definition of actions to improve detected deficiencies.

Capital Management and Capital Adequacy Ratio
The main goal of the Bank’s capital management is to ensure compliance with the strategic goals of the Bank and BES Group in terms of capital adequacy,
respecting and enforcing the minimum requirements of equity defined by the supervisory bodies.
Defining the strategy for managing capital is the Executive Commission’s job integrated with the global definition of the Bank’s goals.
In prudential terms, the Bank is subject to the supervision of the Banco de Cabo Verde, which establishes the rules that need to be observed at this level by the
several institutions under its supervision. These rules, materialized in Notice no. 03/2007, define a minimum ratio of total equity in terms of the requirements
implied in the risks, which the institutions must observe.
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The Bank’s capital items are divided into Base Core Capital, Complementary Core Capital and Deductions, breaking down as follows:
• Core Capital considered as Core Tier I: This item mainly includes realized statutory capital, eligible reserves, profit from the period, when certified, and
		 noncontrolling interest. It does not include negative fair value reserves associated with shares or other capital instruments, calculated Goodwill carrying
		 amount, intangible assets, negative actuarial surpluses and deficits resulting from liabilities regarding employees’ benefits above the prudential assessment
		 limit, and, when applicable, negative income of the period.
• Base Core Capital : Besides the amounts of Core Tier I, this category includes amounts accepted by the transitional regime under paragraph 4, no. 5, Notice
		 no. 3/2007 - impact on the transition of Tier 1 capital still unrecognised.
• Complementary Core Capital: It mainly includes eligible subordinated debt and positive fair value reserves associated with shares or other capital
		 instruments. It does not include investments in financial institutions and insurance companies nor the amount of estimated loss in risk positions, net of
		 corrections and current provisions resulting from the application of the IRB method to the credit risk.
• Deductions (D): Mainly include prudential amortization of real estate received as payment for loan settlement.
Additionally, the composition of Tier 1 Capital is subject to a group of limits. Therefore, prudential rules state that FPC cannot exceed FPB. Additionally, certain
items in FPC (the so-called Lower Tier II) cannot exceed 50% of FPB.
(Values expressed in thousand escudos [CVE])

Paid-up capital
Legal, statutory and other reserves formed by non-distributed income

2013

2012

1,433,000

1,433,000

152,658

49,422

79,648

103,236

1,665,306

1,585,658

87,812

65,645

Negative retained earnings from previous years

-

-

Negative retained earnings from last year

-

-

Provisional negative earnings from the current year

-

-

Insufficient provisions

-

-

87,812

65,645

1,577,494

1,520,013

Profit from previous year
Sum
Intangible assets

Sum
Base Core Capital Before Implementation of Transitional Regime
Transitional regime under paragraph 4, no.5, Notice no.3/2007 - impact on the transition of still unrecognised tier-one capital

-

-

1,577,494

1,520,013

Legal revaluation reserves of fixed tangible assets

-

-

Other elements

-

-

Complementary Core Capital

-

-

1,577,494

1,520,013

Eligible Base Core Capital

Core Capital Before Deductions
Deductible shares:

-

-

More than 10% of capital

-

-

Equal or less than 10% of capital

-

-

Fixed assets received as credit reimbursement

-

-

Core capital for specific coverage (paragraph 12, no.11, Notice 9/99)

-

-

Liquidity shortage (point 2, no.15, Notice 8/2007)

-

-

1,577,494

1,520,013

Core Capital For Calculation Of Risk Concentration
Part exceeding the limit of risk concentration (paragraph d, no.12, Notice 3/2007)
Core Capital

-

-

1,577,494

1,520,013

The Bank calculates the Capital Adequacy Ratio in conformity with notice no. 4/2007 from Banco de Cabo Verde, which defines the solvency ratio in terms of
the relation between net assets and market risks (RTC - Exchange rate risk), operational risk (RO), and credit risk (RC) so as to monitor the degree of adequacy
between net assets and the corresponding Bank risks. This notice is used by Banco de Cabo Verde to establish minimum solvency levels to be observed by the
institutions under its supervision. Therefore, Financial Institutions should have a Core Tier I Ratio that is not inferior to 10%, calculated as follows:

													
Net Assets
Capital Adequacy Ratio =
x 100
													 VCRAA + VERRAA + EVORAA
													

Where:
VCRAA – Value of credit risk-adjusted assets, including off-balance sheet elements, as set out in Annex 1 of said Notice;
VERRAA – Value of exchange-rate risk-adjusted assets, as set out in Annex 2 of said Notice;
EVORAA – Equivalent value in operational risk-adjusted assets, according to Annex 3 of said Notice.
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NOTE 30 - ACCOUNTING STANDARDS AND RECENTLY ISSUED INTERPRETATIONS
Accounting Standards and recently issued interpretations which have not yet been adopted by the Bank
The accounting standards and recently issued interpretations that have not yet entered into force and which the Bank did not apply in its financial statements
can be analysed below. The Bank will adopt these standards when their use becomes mandatory.

Presentation of items in other net income – amendments to IAS 1 –
Presentation of Financial Statements
On 16 June 2011 the IASB announced alterations to the “IAS 1 – Presentation of Financial Statements”, to take force (retrospectively) for periods that began on,
or after, 1 July 2012. This change was adopted by the European Commission Regulation, no. 475/2012 (EU), of 5 June.
This alteration allows an entity to continue to present two separate statements, one for income and another for comprehensive income (with the latter
starting with income and including other comprehensive income), however, it stipulates:
• Separate presentation of the items concerning the other comprehensive income that might be reclassified as income from the ones that cannot be
		 reclassified as income;
• One entity presenting items from other comprehensive income, before tax effects, must also allocate fiscal effects to the two sub-items described in the
		previous paragraph;
• Change in the category name “comprehensive income statement” to “income and other comprehensive income statement”, even if another name might be
		used.
The amends only affect presentation and do not have any impact on the Bank’s financial position or performance.
IAS 19 (Amended) - Employee Benefits
On 16 June 2011, the IASB issued amends to “IAS 19 – Employee Benefits” to take force (retrospectively) for periods that began on, or after, 1 January 2013. These
amends were adopted by the European Commission Regulation, no. 475/2012, of 5 June 2012.
The IASB conducted several amends in IAS 19. This group of amends includes instrumental amends, such as removing the option of choosing the “corridor”
mechanism and the concept of returns from the plan’s assets, as well as clarifications and text readjustments.
However, the amends will have an impact on the net cost of the benefits, since the estimated return of the plan’s assets is calculated using the same interest
rate applicable to the defined discount of the benefit obligation.
The Bank is currently assessing the impact of adopting this amended standard.
IFRS 7 (Amended) - Financial Instruments: Disclosures - Offsetting financial assets and financial liabilities
The IASB issued, on 16 December 2011, amends to “IFRS 7 - Financial Instruments: Disclosures - Offsetting financial assets and financial liabilities” to take force
(retrospectively) for periods that began on, or after, 1 January 2013. These amends were adopted by the European Commission Regulation, no. 1256/2012, 11
December.
The amends require that the entity discloses information regarding the offset amounts in the statement of the financial position and the nature and extension
of the offset rights and similar agreements (e.g. collaterals).
The new disclosures are applicable to all recognised financial instruments that are offset in compliance with IAS 32 - Financial Instruments: Presentation. The
disclosures are also applicable to recognized financial instruments that are subject to a master offset contract or similar agreement, regardless of having
been offset or not, in compliance with IAS 32.
The Bank is currently assessing the impact of adopting this amended standard.
IAS 32 (Amended) - Financial Instruments: Presentation - Offsetting financial assets and financial liabilities
The IASB issued, on 16 December 2011, amends to “IAS 32 - Financial Instruments: Presentation - Offsetting financial assets and financial liabilities” to take
force (retrospectively) for periods that began on, or after, 1 January 2014. These amends were adopted by the European Commission Regulation, no. 1256/2012,
11 December.
The amends currently introduced add implementation guidelines to solve inconsistencies in practical implementation. The new guidelines clarify that the
expression “currently enforceable legal right to offset” means that the offset right cannot be contingent to future events and should be legally enforceable
during the normal course of business in case of default loans and in the event of insolvency or bankruptcy of the entity and its counterparties.
These implementation guidelines also specify the characteristics of the gross settlement systems so as to make them equivalent to net settlement.
No significant impacts are expected for the Bank as a result of adopting this standard.
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IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine
The International Financial Reporting Interpretations Committee (IFRIC) issued, on 19 October 2011, “IFRIC 20 – Stripping costs in the production phase of a
surface mine” to take force (retrospectively) for periods that began on, or after, 1 January 2013. This Interpretation was adopted by the European Commission
Regulation, no. 1255/2012, 11 December.
Given the nature of the Bank’s operations, this interpretation does not have an impact on financial statements.
IAS 27 (Amended) - Separate Financial Statements
On 12 May 2011 the IASB announced amends to the “IAS 27 – Separate Financial Statements” to take force (retrospectively) in periods that began on, or after,
01 January 2014. These amends were adopted by the European Commission Regulation, no. 1254/2012, 11 December.
Having in mind that IFRS 10 addresses the principles of control and establishes the requirements concerning consolidated financial statements, IAS 27
(amended) exclusively regulates separate accounts.
The amends aimed, on the one side, to clarify the disclosures required by an entity that prepares separate financial statements and required the disclosure
of the main local (and the main office country) where the activities of the subsidiaries, associates and more important joint ventures are conducted and, if
applicable, the local where the parent company conducts its actions. The previous version only required the disclosure of the main office country or the local
where such entities were established.
On the other hand, the enforcement date was settled as well as the requirement to comply with all consolidation norms simultaneously (IFRS 10, IFRS 11, IFRS
12, IFRS 13 and amends to IAS 28).
No significant impacts are expected for the Bank as a result of adopting this standard.
IFRS 10 - Consolidated Financial Statements
On 12 May 2011, the IASB issued “IAS 10 - Consolidated Financial Statements” to take force (retrospectively) in periods that began on, or after, 01 January 2013.
This standard was adopted by the European Commission Regulation, no. 1254/2012, 11 December, having allowed its imperative enforcement as of 1 January
2014.
IFRS 10 repeals IAS 27 and SIC 12 and introduces a unique model of control that establishes if an investment should be consolidated. The new concept of control
involves power assessment, assessment of exposure to return variability and the connection between the two. Investors control investees when they are
exposed (or have rights) to variability in the returns originating from their involvement with the investees and can control them through their power over them
(de facto control). Investors consider to what extent they control the relevant activities of the investees, bearing in mind the new concept of control. There
needs to be an evaluation undertaken at each reporting period, as the relation between power and exposure to variability in the returns can change over time.
Control is usually assessed in the form of control over a legal body, but it also can concern the specific assets and liabilities of an investee (known as “silos”).
The new standard introduces other amends, such as: (i) requirements for subsidiaries within consolidated financial statements are carried over from IAS 27
to the new standard and (ii) the necessary disclosures are implemented, including specific disclosures concerning structured entities, whether consolidated
or not.
The Bank has yet to conduct a comprehensive review of the impacts resulting from the application of this standard. Taking into account the introduction of a
new model of control, there might be some amends in the conclusions concerning the need to consolidate some investments.
IFRS 11 - Joint Arrangements
On 12 May 2011, the IASB issued “IAS 11 - Joint Arrangements” to take force (retrospectively) in periods that began on, or after, 01 January 2013. This standard
was adopted by the European Commission Regulation, no. 1254/2012, 11 December, having allowed its imperative enforcement as of 1 January 2014.
This new standard, designed to repeal IAS 31 and SIC 13, defines “joint arrangement”, introducing the model of control defined by IFRS 10 and demands that
an entity that forms part of a “joint arrangement” defines the type of joint arrangement in which it is involved (“joint operation” or “joint venture”), assessing
its rights and duties.
IFRS 11 eliminates the option of proportional consolidation for jointly controlled entities. The jointly controlled entities that comply with the “joint venture”
criterion should be recorded using the equity method (IAS 28).
No significant impacts are expected for the Bank as a result of adopting this standard.
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IAS 28 (Amended) - Investments in Associates and Joint Ventures
On 12 May 2011, the IASB issued “IAS 28 - Investments in Associates and Joint Ventures” to take force (retrospectively) in periods that began on, or after, 01
January 2013. These amends were adopted by the European Commission Regulation, no. 1254/2012, 11 December, having allowed their imperative enforcement
as of 1 January 2014.
As a result of the new IFRS 11 and IFRS 12, the IAS 28 was altered, becoming the IAS 28 – Investments in Associates and Joint Ventures, and regulating the
application of the equity method to both joint ventures and associates.
No significant impacts are expected for the Bank as a result of adopting this standard.
IFRS 12 - Disclosure of interest in other entities
On 12 May 2011, the IASB issued “IAS 12 - Disclosure of interest in other entities” to take force (retrospectively) in periods that began on, or after, 01 January
2013. This standard was adopted by the European Commission Regulation, no. 1254/2012, 11 December, having allowed its imperative enforcement as of 1
January 2014.
The objective of this standard is to demand that an entity discloses information that helps users of financial statements to assess: a) the nature and risks
associated with investments in other entities, and b) the effects of such investments in the financial position, performance and cash flows.
IFRS 12 includes the need to disclose every form of investment in other entities, including joint arrangements, associates, special vehicles and other vehicles
that are off-balance sheet.
The Bank is still analysing the impacts of the full application of IFRS 12 in line with the adoption of IFRS 10 and IFRS 11.
IFRS 13 - Fair Value Measurement
On 12 May 2011, the IASB issued “IAS 13 - Fair Value Measurement” to take force (retrospectively) in periods that began on, or after, 01 January 2013. This
standard was adopted by the European Commission Regulation, no. 1255/2012, 11 December.
IFRS 13 allows a unique source of guidance for the estimation of fair value measurement and replaces every guideline currently dispersed through IAS/IFRS.
Subject to limited exceptions, IFRS 13 is applied when fair value measurement or its disclosure is required or allowed by other IAS/IFRS.
The Bank is currently reanalysing its methodologies for determining fair value.
Although the majority of disclosures required by IFRS 13 concerning financial assets and liabilities were already being enforced, the implementation of IFRS 13
will require that the Bank provides additional disclosures. Such additional disclosures include the disclosure of the fair value hierarchy for non-financial assets
and liabilities and disclosures on fair value that are categorized as level 3.
Investment Entities – Amende to the IFRS 10, IFRS 12 and IAS 27 (issued on 31 October 2012)
The amends that were introduced apply to a particular class of business entitled “investment entities”. IASB defines the term “investment entity” as an entity
whose business goal is to invest funds to obtain returns from capital appreciation, income return or both. An investment entity shall also assess its performance
in the investment, based on fair value. These entities can include private equity organisations, venture capital or development capital organisations, pension
funds, health-care funds and other investment funds.
Amends allow the elimination of the consolidation duty under IFRS 10, requiring that such entities measure the subsidiaries, at fair value, through their income
instead of consolidating. Amends also define the disclosures applicable to such investment entities.
Amends apply to years as of 1 January 2014 with early voluntary adoption. Such option allows the investment entities to apply the new amends when IFRS 10
starts to be enforced, on 1 January 2013.
No significant impacts are expected for the Bank as a result of adopting these amends.
Improvements to IFRS (2009-2011)
The annual improvements over the 2009-2011 cycle, issued by the IASB on 17 May 2012, introduced amends to take force (retrospectively) for periods that
began on, or after, 01 January 2013, to the standards IFRS 1, IAS 1, IAS 16, IAS 32, IAS 34 and IFRIC 2.
IAS 1 - Presentation of Financial Statements
Improvements clarify the difference between voluntary additional comparable information and the minimum comparable information required. Usually,
minimum comparable information required is that of the previous year.
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IAS 16 - Tangible Fixed Assets
IAS 16 was amended in order to clarify the concept of service equipments that might comply with the definition of tangible fixed assets and not be included
in inventories.
IAS 32 - Financial Instruments and IFRIC 2
These standards were adjusted in order to clarify which taxes related to the distribution of dividends to capital owners follow the treatment described in “IAS
12 - Income Taxes”, therefore avoiding any interpretation that might suggest a different application.
IAS 34 - Interim Financial Reporting
Amends to IAS 34 allow the synchronisation of the disclosure requirements for the total of assets with the total liabilities, in interim periods. These
improvements also allow interim information to remain consistent with annual information when it comes to the change regarding the name of the income
and other comprehensive income statement.
The Bank is currently assessing the impact of adopting these amends.
IFRS 9 - Financial Instruments (issued in 2009 and amended in 2010)
IFRS 9 (2009) introduced new requirements for the classification and measurement of financial assets. IFRS 9 (2010) introduced additional requirements
related to financial liabilities. Currently, the IASB has an ongoing project to add amends concerning solely the classification and measurement in IFRS 9 and
new requirements for dealing with impairment of financial assets and hedge accounting.
IFRS 9 (2009) requirements represent a significant change in the current requirements under IAS 39 when it comes to financial assets. The standard contains
two primary categories for measuring financial assets: amortised cost and fair value. A financial asset shall be measured at amortised cost in case it is hold
within a business model whose goal is to hold the asset to receive contractual cash flows and the terms of cash flows give way to payments at specific dates
related solely to the present nominal value and interest.
Every other financial asset are measured at fair value. The standard eliminates the categories of “held-to-maturity”, “available-for-sale” and “receivables and
payables” currently in IAS 39.
For an investment in equity capital instruments not held for negotiation, the standard allows an irrevocable decision, at initial recognition, on an individual
basis for each share, to present fair value amends in other comprehensive income (OCI). No amount recognized in OCI shall be reclassified as income in any
future date. However, dividends resulting from said investments shall be recognized as income instead of OCI, unless they clearly represent a partial recovery
of the investment cost.
Investments in equity capital instruments, which the entity does not include in the presentation of fair value amends in OCI, are measured at fair value, taking
into account the amends recognized in the income statement.
The standard requires that derivatives embedded in contracts which are based on a financial asset covered by the application of the standard shall not be
separate; conversely, the hybrid financial instrument is fully assessed so as to determine if it is measured at amortised cost or fair value.
IFRS 9 (2010) introduces a new requirement applicable to financial liabilities at fair value by choice, imposing the separation of the fair value change category
attributable to the entity’s credit risk and its presentation as OCI (instead of income). With the exception of this change, IFRS 9 (2010) generally transfers the
classification and measurement guidelines for financial liabilities described in IAS 39 without substantial change.
IFRS 9 will take force for periods that begin on, or after, 01 January 2015, and may be adopted before. The IASB has decided to change IFRS 9 so as to include
practical issues and other aspects.
The Bank has started an assessment process of the potential effects of this standard, but it is still waiting for the outcome of the announced amends before
completing the assessment. Given the nature of the Bank’s activities, this standard is expected to have significant impacts in the Bank’s financial statements.
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3. Statutory Audit
Introduction
1			 We have examined the consolidated financial statements of Banco Espírito Santo Cabo Verde, S.A., which comprises: the balance sheet as at 31
			 December 2013 (revealing a total of Cape Verdean Escudos (CVE) 24,084,805 thousand and total equity of CVE 1,665,306 thousand, including net income
			 in the sum of CVE 79,648 thousand), the income and net income statements, the cash-flow statement and changes to equity for the year
			 ended 31 December 2013, and respective Annexes.
Responsibilities
2 		 Responsibilities of the Board of Directors:
			a) the preparation of financial statements, in compliance with International Financial Reporting Standards (IFRS), that truly and fairly reflect the financial
					 position of the Bank, the results of their operations and comprehensive income, the cash-flows and changes to equity;
			b) the adoption of suitable accounting criteria and policies; and
			c) the maintaining of an appropriate system of internal control.
3 Our responsibility is to express a professional, independent opinion based on our audit of the aforementioned financial statements.
Scope
4 			 The audit was performed in accordance with the Technical Standards and Audit Directives of the Portuguese Chamber of Chartered Accountants, which
				 require that an audit be so planned and performed as to obtain an acceptable degree of assurance that the financial statements are free from
				materially relevant distortions.
To this end, the audit includes:
• verification, based on sampling, of the documents underlying the figures and disclosures contained in the financial statements and an evaluation of the
				 estimates, based on opinions and criteria determined by the Board of Directors, used in their preparation;
• appraisal of the suitability of the accounting policies used and of their disclosure, taking into account the circumstances;
• verification of the applicability of the principle of continuity; and
• appraisal of the overall suitability of the presentation of the financial statements.  

5 			 Our audit also included the verification of consistency between the financial information included in the Management Report and the financial
				statements.
6 			 It is our opinion that the audit performed provides an acceptable basis for the expression of our opinion.
Opinion
7 			 It is our opinion that the aforementioned financial statements truly and fairly present, in all materially relevant aspects, the financial position of Banco
				 Espírito Santo Cabo Verde. S.A. as at 31 December 2012, the results of their operations, the comprehensive income, the cash-flows and changes to equity
				 for the year ended 31 December 2012, in accordance with International Financial Reporting Standards (IFRS).
Report on other legal requirements
8 			 It is also our opinion that the information included in the Management Report is in accordance with the financial statements of the financial year ended
				31 December 2012.
Lisbon, 4 April 2013
KPMG & Associados
Sociedade de Revisores Oficiais de Contas, S.A., (no. 189)
represented by
Fernando Gustavo Duarte Antunes (C.A. no. 1233)
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4. Statutory Auditor’s
Report and Opinion
REPORT AND OPINION OF THE CHARTERED ACCOUNTANT
To the Shareholders of
Banco Espírito Santo Cabo Verde, S.A.
It is our duty, as Statutory Auditor of Banco Espírito Santo Cabo Verde, S.A., to present the Report of our audit, as well as our opinion on the management,
accounts and proposals presented by the Board of Directors of Banco Espírito Santo Cabo Verde, S.A., for the year ended 31 December 2013.
Through contacts with the Board of Directors, as well as clarifications and information received from competent authorities, we obtained information on the
bank’s activity and the business management undertaken and we audited the financial information produced over the fiscal year ended 31 December 2013,
carrying out the required analysis.
We checked for compliance with the Law and Statutes of the Bank, verified the correctness of the bookkeeping and the corresponding supporting documentation,
analysed whether the accounting policies and valuation criteria used by the bank lead to a correct evaluation of the balance sheets and results, and proceeded
with other proceedings deemed necessary in the circumstances.
After year-end closing, we analysed the reporting documentation, namely the management report drawn up by the Board of Directors as well as the financial
statements that include the balance sheet, income statement, comprehensive income statement, cash-flow statement and changes to equity for the year
ended 31 December 2013, and the respective notes.
Based on the audit performed, we issued the corresponding Statutory Audit without reservations.
We thank the Board of Directors and the competent authorities, from whom we always received the requested documentation and clarifications, concluding
that:
a.			 The financial statements adequately present the financial position and results of the Bank;
b. 			 The accounting policies and valuation criteria adopted are suitable; and
c. 		 The management report presents the evolution of the bank’s business and its position in accordance with the legal and statutory provisions.
Based on the work carried out, it is our opinion that the Annual General Meeting of the Bank may approve:
a.			 The Management Report and Accounts for the fiscal year ended 31 December 2013;
b. 			 The proposed application of income included in the aforementioned Management Report.
Finally, we would like to point out and thank the outstanding cooperation experienced in dealing with the Board of Directors of the Bank and the services with
which we had contact.
Lisbon, 23 April 2014
THE CHARTERED ACCOUNTANT
KPMG & Associados
Sociedade de Revisores Oficiais de Contas, S.A., (no. 189)
represented by
Fernando Gustavo Duarte Antunes (C.A. no. 1233)
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5. Auditor’s Report
BANCO ESPÍRITO SANTO CABO VERDE, S.A.
AUDITORS’ REPORT
Introduction
1			 We have examined the consolidated financial statements of Banco Espírito Santo Cabo Verde, S.A., which comprises: the consolidated balance sheet as
			 at 31 December 2013 (revealing a total of Cape Verde Escudos (CVE) 24,084,805 thousand and total equity of CVE 1,665,306 thousand, including net income
			 in the sum of CVE 79,648 thousand), the income and net income statements, the cash-flow statement and changes to equity for the year
			 ended 31 December 2013, and respective annexes.
Responsibilities
2 		 Responsibilities of the Board of Directors:
			a) The preparation of financial statements, in compliance with International Financial Reporting Standards, that truly and fairly reflect the financial
				 position of the bank. The result of the operations, the comprehensive income, cash-flows and changes to equity;
			b) adoption of suitable accounting criteria and policies; and
			c) the maintaining of an appropriate system of internal control.
3 Our responsibility is to express a professional, independent opinion based on our audit of the aforementioned financial statements.
Scope
4 			 The audit was performed in accordance with the Technical Standards and Audit Directives of the Portuguese Chamber of Chartered Accountants, which
				 require that an audit be so planned and performed as to obtain an acceptable degree of assurance that the financial statements are free from
				materially relevant distortions.
To this end, the aforementioned audit includes:
• the verification, based on sampling, of the documents underlying the figures and disclosures contained in the financial statements and an evaluation of
				 the estimates, based on opinions and criteria determined by the Board of Directors, used in their preparation;
• the appraisal of the suitability of the accounting policies used and of their disclosure, taking into account the circumstances;  
• the verification of the applicability of the principle of continuity; and
• the appraisal of the overall suitability of the presentation of the financial statements.  

5 			 Our audit also included the verification of consistency between the financial information included in the management report and the financial
				statements.
6 			 It is our opinion that the audit performed provides an acceptable basis for the expression of our opinion.
Opinion
7 			 It is our opinion that the aforementioned financial statements truly and fairly present, in all materially relevant aspects, the financial position of Banco
				 Espírito Santo Cabo Verde. S.A. as at 31 December 2013, the results of their operations, the comprehensive income, the cash-flows and changes to equity
				 for the year ended 31 December 2013, in accordance with International Financial Reporting Standards (IFRS).
Report on other legal requirements
8 		 It is also our opinion that the information included in the management report is in accordance with the financial statements of the financial year ended
				31 December 2013.
Lisbon, 23 April 2014
KPMG & Associados
Sociedade de Revisores Oficiais de Contas, S.A., (no. 189)
represented by
Fernando Gustavo Duarte Antunes (C.A. no. 1233)
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1. Organisational
and Governing Structure
As the Bank evolved, it was necessary to reformulate the organisational structure, with the aim of taking better advantage of available human resources. Areas
have been restructured in order to better respond to the new fields that arose with the evolution of activities and the diversification of customer portfolio.
The new organic structure includes a Board of Directors composed of six members, one of whom is a substitute member (until 2014, the board was composed
of four: three members and one substitute member). Three distinct key-areas – Global Risk, Compliance and Internal Audit – support the Board of Directors
in the Bank’s day-to-day management.
The Bank is divided into four areas, which guarantee its operating efficiency and adherence to the precepts in force in the financial system, both upstream and
downstream, i.e. from opening a new customer account to the production of reports. These are Commercial Area, Finance and Administration, Operational
and International Area, and Marketing, Organization and Quality Area.
About organisational restructuring, the commercial area has been redesigned with a focus on maintaining the quality of services offered. The team was
reinforced with three new collaborators and other employees have been reallocated in order to create a cohesive and committed team. The Bank created an
area exclusively for international customers (corporate and private non-residents), which is able to give complete attention to their needs, as these customers
are responsible for a significant amount of the Bank’s resources.

Organisation Chart

Board of Directors

Secretariat and Security
Internal Auditing
DAI BES
Global Risk Area
Legal Counselling
Raposo Bernardo
Compliance Area

Administrative
and Finance Area

Reporting and
Cash Flow
Management

Operational and
International Area

Accounting

Praia

Corporate

Private

Sales Assistants

Sales Assistants
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2. Powers of the Board
of Directors
The Chairman has full powers, individually or together with a Board Member, on the bank’s daily management, including: the power to represent the bank in
any and all acts, contracts or documents within the scope of its activity, namely, credit concession and associated operations and to represent the bank before
any public or private entities.
A resident Director also has powers, together with the Financial and Administrative Director, to represent the Bank in a wide range of acts and contracts related
to the daily management of the Bank, including credit concession, banking guarantees, subscription of financial instruments, human resource management,
and in relations with private and public bodies, although these are limited by the constant values set by the Board of Directors on 7 June 2010.
Consequently, the rules dictate that acts are only binding when signed by the President, and/or two signatures, either from the President and a board member
or from an Administrator and a Financial and Administrative Director, and in accordance with the limits set out by the Board of Directors.
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3. Internal Control and
Risk Management System
The internal control system encompasses two vital areas, Compliance and AML and Global Risk, one acting upstream and the other downstream, covering all
the points, from beginning to the end of the process.

3.1 Global Risk
The main responsibility of Global Risk is to implement, identify, evaluate, monitor and control all material risks, with the aim of ensuring satisfactory results
for the Bank; this is centred on three bases: Credit Risk, Operational Risk and Market Risk. This area also supports the Bank in implementing of the Internal
Control System.
The area of Risk is responsible for managing risks regarding credit, markets, interest rates, liquidity and operational risk, and for defining identification,
measurement and mitigation policies and processes for each of them, in direct articulation with the Board of Directors. The area is also responsible for
monitoring the evolution of the Bank’s risk profile, controlling the needs for regulatory capital, preparing liquidity control charts, and supporting the commercial
structure. It is also responsible for monitoring and reporting to the authorities situations that may represent a risk.
The area is responsible for producing reports to monitor inherent risk to businesses, controlling exposure limits for a range of risks, supporting decision making,
disclosing Risk Management activities and monitoring the Bank’s operations and resources, which allows policy-makers a global vision of the current situation.
The Bank’s entire portfolio is monitored daily and operations identified with late instalments, and demand accounts with unauthorized overdrafts, are
communicated and handled with the commercial area, which then defines collection strategies and draws up negotiations in order to recoup monies owed.
The permanent monitoring of credit operations makes it possible to identify, in a timely manner, cases involving default triggers that should be subject
to impairment, the area being responsible for measuring credit provisioning within the parameters defined by the supervisory authority, ensuring careful
management of credit risk.
One of the most significant improvements introduced in the area was the implementation of the impairment calculation model, in accordance with the
practices of Basel II, that restructured the previous methodology for credit concession, making it more objective, and making the classification of credit
operations and respective risk classes more transparent, in addition to the consequent calculation of provisions and impairment.
The Operational Risk Management System, managed by the GBES Global Risk Management team, has been extremely important in the Bank’s activities as
it has made it possible to promptly identify, communicate and correct events that impact on the Bank’s results, thereby enabling constant gains in efficiency
and avoiding extra costs.
The activities of operational risk management processes over the year basically consisted in identifying events and in elaborating reports for GBES. Procedures
to control and monitor Key Risk Indicators were also implemented, with the aim of identifying trends, so as to anticipate, prevent and quantify events. This
process was implemented together with the GBES Operational Risk, through defining criteria, values and frequency expected for the occurrence of a specific
incident. This led to the creation of technical information sheets for each risk indicator and charts to control each of them. Afterwards, awareness campaigns
were carried out in each area of the Bank, to make it possible to communicate the occurrence of a specific risk indicator or its variations.
In their turn, the activities related to the process of market risk management (liquidity and interest rates) were based on the creation of liquidity charts for
the Bank’s assets and liabilities that are sensitive to fluctuations in interest rates, on different time bands, on monitoring the variation of deposits and level
of liquidity, on identifying the gap between credit operations and deposits and, finally, on measuring the impact of the variation of interest rates in the Bank’s
financial margins. The procedures for calculations are set by the regulator.

3.2 Compliance & AML
The area of Compliance, responsible for controlling and harmonising activities and businesses, guarantees to support the growth of the business areas that
are fundamental for sustaining the institution in the long term, and to avoid any damages to finances, reputation or image.
Its principal aim is to guarantee and foster the correct fulfilment of legal standards and dispositions, and to institute procedures based on the exigencies of
competent regulatory bodies and on the Group’s strategies.
The growth of the Bank and, consequently, of its customer portfolio and operations, has led to the reinforcement of its staff. Another collaborator was hired,
at the beginning of the second semester, with the principal aim of covering all the demands of the area timely.
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During 2013, the area of Compliance gave special attention to those themes considered most sensitive: (i) the prevention of money laundering and financing
terrorism, (ii) KYC processes, in particular new accounts and (iii) the assessment of compliance risk, based on new obligations introduced by local authorities,
as well as recommendations issued by international bodies.
The updating of these standards and procedural manuals has been a focus, and has enabled continuous compliance with current best practices and promotion
of each area’s relations with competent authorities.
The Internal Control system, one of the three sectors in the area of Compliance, together with the prevention of money laundering and financing terrorism
and the compliance risk assessment sectors, is greatly improving.
With the idea of giving greater management transparency and a secure analysis of activities and operations, the area of Compliance is subject to review by
the GBES Compliance Department, through periodic visits and centralised monitoring. The aim is to ensure efficient operation of the systems for preventing
and controlling money laundering and the financing of terrorism, thereby giving greater security to the fulfilment of their functions.
In accordance with the action plan and priorities that were set by GBES, the area of Compliance developed a series of activities that contributed increasing
transparency and security within the Bank’s processes.
BESCV Compliance department is constantly providing training for its staff, who participate in seminars, meetings and training sessions related to prevention
against money laundering and other areas of interest. The aim is to give those in the field up-to-date international knowledge and practices, backed up by
constant updates on the Group’s internal procedures through internships at BES Portugal or on the job training.
One of the most important training sessions in the year was on digital file maintenance procedures, which aims to better fulfil the directives of the Retention
of Documents as set out by law.
The area of Compliance is committed in reinforcing a transversal investment on compliance culture for the Bank’s collaborators. It was provided training in the
most important compliance subjects to all new collaborators, with the aim of engendering a general acceptance of rigorously fulfilling all the standards set in
current law, specifically those regarding the examination and communication of all transactions that may be subject to money laundering or used to finance
terrorism, and this is the basis for the institution’s success.

3.3. Internal Audit
The main objective of the Internal Audit area is to determine whether the risk management, internal control, and governance systems which have been defined
and implemented are appropriate and operate in such a way as to ensure that:
- Risks are properly identified and managed;
- The most relevant information concerning management, financial and operational activities is correct, reliable, and timely;
- The most significant actions of employees are in compliance with the policies, norms, procedures, laws and regulations of Cape Verde;
- Resources are economically procured, efficiently used and appropriately protected;
- Programmes, plans and objectives are accomplished;
- The legal and regulatory requirements that have the greatest impact on the organization are identified and properly dealt with.
This action is carried out by the Audit and Inspection Department of BES Group within the scope of its area of intervention, directly managed in conjunction
with the Administration of the Bank.
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4. Administrative
and Financial
The Administrative and Financial area acts as supervisor of the Bank’s operations, monitoring its activities transversally and offering support to all areas,
focussing on the aims of the Business Plan set out in the Budgets. In its administrative role, the area ensures operations through identifying and granting
necessary goods and services, and is also responsible for the management of human resources.
Important measures were implemented over 2013, with the aim of establishing the Bank’s operational and financial stability. Several controls were implemented
to be daily applied to monitor liquidity and cash-flow, to manage the exchange-rate risk, and to guarantee their timely coverage.
A strong point of the area is the constant monitoring of all the Bank’s activities and operations, which was backed up by periodic reports to the Bank’s and the
Group’s Board of Directors, to national and international authorities, such as the Banco de Cabo Verde and the Banco de Portugal.
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5. Organisation
and Marketing
BESCV’s vision of expansion and growth was the major instigation for its activities, which results are reflected in the effective growth, both in numbers of
customers and financial movements.
The consolidation of products and services with the BES brand was a priority in the previous year. There was special focus on the launch of the institution’s
English language Website and the start of the BES – BESCV transfer corridor through the product BESXpress, which is specifically aimed at emigrants living in
Portugal, offering an excellent quality service for money transfers.
2013 also saw the launch of a new prepaid Visa-Electron card, associated with a more contemporary image, in order to satisfy the Bank’s Affluent and Private
customer sectors. This card provides access to the www.contacartao.com website, which already existed, and that can be used to see all card transactions
in real time.
At the end of 2013, faced with market demands, the BESCV adopted an interbank system for sending images of cheques, with the aim of being able to
participate in the Automated Cheque Clearing System. This measure is in the main aimed at suppressing the physical exchange of cheques and related
documents, in order to reduce costs, and increase operational benefits.
Bearing in mind that innovation is a strong driving force of the bank and taking advantage of the synergy created by this project, we implemented a Global
National Currency Automated Cheque Clearing System, with the aim of eliminating the physical handling of documents, by sending images of cheques to
Central Clearing Services, based on a model of Back Office Decentralized Capture, to obtain Compliance, Quality Improvements, Efficacy, Profitability and
Competitiveness.
The area of Organisation and Marketing, in alignment with other areas in the Bank, has actively worked on developing new products and on improving already
existing products.
The publicity with the image of Cristiano Ronaldo, which are associated with savings products with high interest rates continue to be BESCV’s main advertising
approach.
Sponsorship has taken a variety of forms and fields of action, from participation in CAN 2012 to Regional Festivities.
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6. Operational
The Operational area is responsible for the Bank’s entire operations and it deals with the process of account opening, cards management (credit, debit and
prepaid) and transfers (issuing and receiving), as well as the issuance of credit contracts, setting up of long-term deposits and issuance of guarantees and
documentary credits.
This area also acts as back office for all the branches, which setting them free from time-consuming operational tasks and that take attention from customers,
as well as execute orders of purchase and sale securities and manage their respective custody.
Although there has been a considerable decrease in volume as a result of the unfavourable international situation, transfers have been particularly important
in the area, with a growing customer portfolio and the consequent intensification of transactions with other banks, particularly abroad. The Group BES
network provides added value to these international operations, which offer advantages to customers, both price-wise and in ease and timing.

Foreign Transactions during 2013
2013
Quantity

Amount

International Payment Orders

3,373

32,326,196

Issued

2,027

15,927,585

Received

1,346

16,398,611

Documentary credit

13

356,326

Import

13

356,326

Export

-

-

Bank Guarantees

45

977,533

Issued

45

977,533

Received

-

-
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7. Commercial
Commercial area is responsible for the global management of the customer portfolio and market prospection. It is divided into three sectors to fit the kind of
customer portfolio: the Private (responsible for managing affluent and private customer accounts), Corporate, and International (responsible for managing
non-resident private and corporate accounts) areas.
The International area was created in the second half of 2013, due to the significant growth in the number of international customers and in the volume of
their transactions. This area is focussed on serving and managing this sector, which is increasingly important for the Bank’s growth. It was deemed important
to separate this customer sector from the others as it presents specific challenges, including the fact that the customers are non-residents and therefore
require more cautious handling.
The Corporate sector is managed by a national coordinator, assisted by three business managers (two at the Praia branch, and the other one at the branch on
the Sal Island) and a sales assistant. The Private sector, which includes both private and affluent customers, is directed by a national coordinator and assisted
by a sales manager and a sales assistant.
Commercial operations with customers (deposits, withdrawals, foreign currency purchase and sales, payments) are performed by the Cashiers and coordinated
by branch managers, while the operations that require prior analysis (opening new accounts, transfers, credits, fixed-term deposits) are the responsibility of
business managers, assisted by central services, on Operational area.
This system has enabled the commercial area is to deviate from operational functions and to be engaged in purely commercial functions, so that it can give
exclusive attention to customers and market needs.
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