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Management report

Dear shareholders,

The Management of Banco Industrial e Comercial $BICBANCQO”) hereby submits
for your appreciation the Management Report andesponding Financial Statements
prepared including the unqualified opinion of timelependent auditors referring to the
period ended December 31, 2014. Comments presbéeted except when highlighted,
are stated on a consolidated basis encompassirgydgules and Investment Fund in
Credits Receivable (FIDCs), in domestic currencedR — R$). The consolidated
financial statements of BICBANCO were prepared énaadance with the International
Financial Reporting Standards (IFRS), and refleetdorporate structure of BICBANCO
for the respective period.

Main 2014 indicators:

* R$ 15.6 billion in assets;

* R$ 12.2 billion in expanded credit portfolio;
e R$ 11.7 billion in total funding;

* R$ 1.4 billion in shareholders’ equity.

Acquisition of 72% of the total capital of BICBANCO by China Construction Bank
— CCB.

On August 29, CCB Brazil Financial Holding — Investntos e Participacbes Ltda.
(CCB Holding) acquired the shareholding control RICBANCO, according to the
Contract for Purchase and Sale of Shares betwesra Clonstruction Bank Corporation
(CCB) and the former controlling shareholders & Bank, entered into on October 31,
2013.

In 2014, the conditions precedent and approvals) ftlee Regulatory Authorities were
obtained to complete this Transaction. Among tlyaiBtcant acts that occurred previous
to closing the disposal of the control, the follagiare noteworthy:

. The necessary approvalsOn July 21, 2014, a Presidential Decree was phuddis
approving the Transaction, to comply with the psowis of article 84, item IV, of the
Constitution of the Federative Republic of Brazihd, on July 22, 2014, the Central
Bank of Brazil approved the Transaction (“Braziligkpprovals”). The Chinese
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competent regulatory authorities and the bankinthaties of the Cayman Islands
approved the Transaction on April 2, 2014 and J24e2014, respectively (“Foreign
Approvals”, and, together with the “Brazilian Appads”, the “Required Approvals”).
The Administrative Council for Economic Defense @B), on January 9, 2014,
positioned itself favorable to the Transaction.

. Corporate Reorganization. Involved the Bank, its direct former sharehold@emini
Holding S.A. and BIC Corretora de Cambio e Valo®A., and the company Primus
Holding S.A. From the economic perspective, thergdgts of the involved parties were
addressed neutrally, bringing corporate benefitgemw of the integration, simplification
and streamlining of the corporate structures int@ @nly company. The corporate
restructuring, a condition precedent of the trafieacwas completed on August 7, 2014
by filing with the competent boards of trades la# torresponding corporate acts.

. Consent Solicitation For the holders of senior debt and creditorsoofies international
loans that have in their contracts clause aboun@af Control, the Bank undertook
and completed a Consent Solicitation process.

. Submission of the Business Plan to the Central Bardf Brazil. On January 2014, the
CCB submitted to the regulatory bodies, particylaol the Central Bank of Brazil, the
information required (Business Plan) to obtaindpproval of the Transaction.

After closing the disposal of the control, new stepflect the change in shareholding
control:

. New classification of the Bank’s capital in the Nabnal Financial System On
September 18, the Management of the Financial Bystrganization of BACEN
approved the transfer of the shareholding contmhfBICBANCO and its subsidiaries
to CCB, with headquarters in Beijing, China. Frdns tapproval, BICBANCO became a
foreign capital bank in the Brazilian Financial &ys.

. OPA — Public Offering of Shares.On September 29, CCB Holding applied to CVM
for registration of a public offering for the sharissued by BICBANCO held by non-
controlling interests, in view of the disposal loé tcontrol of the Institution.

In this application, it was requested from the $#¢es Commission (CVM)
authorization for unifying such offering with theilgic offering for the Bank shares in
free float to: (i) cancel its registration for trag stock in the market as issuer of
securities; and (ii) discontinue the differentiatentporate governance practices provided
in the special listing segment of BM&FBOVESPA S.Aamed Level 1 of corporate
governance (collectively referred to as “OPA”").

Morgan Stanley Corretora de Titulos e Valores Mahds S.A. was contracted to
operate as the intermediary institution of the OPA.
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All the documentation related to the applicationtfie OPA registration to the Securities
Commission (CVM), containing the information readr for proceeding with the
transaction, is currently in analysis.

The full text of the Material Facts related to fhensaction and the OPA, as well as the
Appraisal Report, are available on the websitehaef $ecurities Commission (CVM):
www.cvm.gov.br and on the Investor Relations website of BICBANCO
www.bicbanco.com.br/ri

. Price adjustment process between sellers and buyen$ the shareholding control of
BICBANCO. On October 29, 2014, CCB Holding delivered to themfer controlling
shareholders of the Bank a notice indicating, utiderterms of the Contract for purchase
and sale of 72% of the capital of BICBANCO, that selling price paid on the closing
date would be subject to an adjustment for rednctb approximately R$ 287.766
million, which would correspond to an adjustmentr@duction of R$ 1.58 per share. On
November 14, 2014, the Sellers questioned sucle Rdfustment by sending a notice to
the Buyer. The parties are still discussing andotiafjng a solution to the Price
Adjustment. Until the closing of this Report, tharfees have not yet arrived at an
agreement on the Price Adjustment, or a resoluioout the issues in discussion. CCB
Holding and the Buyer will inform to the Bank a®oeaas any material fact arises related
to the Transaction. BICBANCO will keep its sharetebk and the market duly informed
about any material fact related to the public offgrthat the Company becomes aware
of, according to the applicable laws.

Additional details of the price adjustment proce&se disclosed by means of Material
Facts on the dates 10/30/2014, 11/17/2014 and /2815, which are available on the
website of the Securities Commission (CVMyww.cvm.gov.brand on the Investor

Relations website of BICBANCQvww.bicbanco.com.br/ri

Election of the Board of Directors and Executive Bard.

According to the Special Shareholders’ Meeting held September 1, 2014, the new
controller elected three new members to the BoafdDaectors, as follows:
Mr. Wensheng Yang, to serve as Chairman; Mr. Tigllen and Ms. Hong Yang to
serve as Board Members. The office of these threerdMembers shall be taken on
condition the BACEN approves it.

The Board of Directors of BICBANCO became composédsix members, three of
which were already serving: Mr. José Bezerra de édes as Member and Messrs.
Heraldo Gilberto de Oliveira and Daniel Joseph Moi@as Independent Members, and
three Members, representatives of the control grprgviously mentioned.

At the Board of Directors Meeting (RCA) also hedd, September 1, 2014, the following

new members were elected to the Executive ManageofeBICBANCO: Mr. Tiejun
Chen to serve as CEO; Ms. Xiaowei Dong and Mr.Ljito serve as Vice-Presidents;
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Mr. Zhongzu Wang and Ms. Hong Yang to serve as &xee Directors. At the RCA of
December 11, 2014, a new member was elected: Migtfang Jiang to serve as Vice-
President. The office of these Executives is camugtd upon approval from the Central
Bank of Brazil.

Therefore the Executive Management of the Bank lgllcomposed of six Executives
mentioned above and four that were already in effddr. Milto Bardini as Executive
Vice-President and IR Director, Mr. Paulo Celso @bmpo as Executive Vice-
President, and Messrs. Francisco Edénio B. NobdeCarlos José Roque as Executive
Directors.

Economic environment.

In 2014, the official inflation measured by the idaal Consumer Price Index (IPCA)

reached 6.41%, slighted under the target ceilindge¢he monetary authority, at 6.5%.
However, the indicator was 0.5 above the variatiecorded in 2013, when the index
stood at 5.91%. The base interest rate (Selic)ce@0&4 at 11.75%. In the meeting held
on January 21, 2015, the Monetary Policy Commitiee¢he Central Bank (Copom)

raised it to 12.25%.

After showing volatility throughout 2014, the fogei exchange rate ended Dec/14 at R$
2.66/US$, a rate above R$ 2.34/US$ traded at th&ing of the previous year. In the
year ended December 2014, the Brazilian expor&dedtUS$ 225.1 billion, down 7.0%
as compared to the same period of 2013. In the stm@etion, imports decreased 4.4%,
totaling US$ 229.0 billion. Despite the lower inflmf imported goods, the pace of the
slowdown in purchases did not counterbalance tloeedse in sales to foreign markets,
consequently, the foreign trade balance recordgefiait of US$ 3.9 billion, the highest
level since 1998. Such reduction was mainly infaezh by reduction in the prices of
important commodities exported by the country irwiof the slow recovery of
economic activity in the world, which reduced thenthnd for these products;
complemented by the deficit in the oil and byprddwzcount.

Total loans in the financial system reached R$t8Illon in December 2014, which
represents a growth of 11.3% in twelve months. @iealit stock in proportion to the
GDP reached 58.9%.

Assets

Total assets.

Total assets amounted to R$ 15,634.4 million inetheé of 2014, a modest growth of 1.5
% as compared to 2013.
Loan operations.

As of December 31, 2014, credit operations tot&&d9,765.7 million. The expanded
credit portfolio, which adds endorsements and gsetotaled R$ 12,237.9 million.

6
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Corporate credit, the main business of the Bankowmuted for 87.9% of credit
operations, while credit to individuals and payradlvance loans accounted for 12.1%,
substantially originated by the subsidiary Sul Ritera operations.

Liabilities
Total funding.

The amount of funds raised reached R$ 11,733.2omilh 2014, down 6.6% over the
past 12 months, aligned with the new operating weisi of the Bank.

Time deposits and Funds from Issued Bills.

In 2014, time deposits totaled R$6,038.2 milliorroatraction of 3.6% in relation to the
last year. Of the total sum of time deposits, R¥$63,4 million were restricted to the
“Time Deposit with Special Guarantee from the Creduarantee Fund’” — DPGE,
pursuant to CMN Resolution No. 3692/09.

As of December 31, 2014, the breakdown of time digpdy type of depositor was as
follows: legal entities 57.6%, institutional invest 38.2%, individuals 3.7% and
financial institutions 0.5%.

The Bank diversifies its mix of financial produdig means of funds from issued bills,
such as Agribusiness Credit Bills (LCAs), Finandslls and Real Estate Credit Bills
(LCIs). The set of these funds reached R$ 746.Bomiin the end of the twelve months
of 2014, corresponding to 6.4% of total funding.

Shareholders' equity.

As of December 31, 2014, Shareholders’ Equity arteximo R$ 1,350.1 million. The
Basel Ratio Ill stood at 13.63% in December 20b4, minimum regulatory capital in
Brazil is 11%.

Recognition.

BICBANCO was selected, for the 5th year in a rowv,ifclusion in the portfolio of the
Corporate Sustainability Index, or ISE (indice dest®ntabilidade Empresarial), which
remains in effect through the end of 2015. SineeRlatio creation in 2005, the Bank is
the only medium-sized financial institution to makethis Ratio.

Human Resources and Service Centers.

The Bank ended the year 2014 with 771 employee&,1% as compared to 2013. With
its 37 service centers, the Bank maintained itsgmee and regional distribution of
franchise in the main capital cities and citieghi@ country over the twelve months.
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Relationship with auditors.

The Bank and its subsidiary companies have notactetd or received services provided
by KPMG Auditores Independentes, except externdltaervices. The policy adopted
fulfills the principles that preserve the indepemcke of the auditor, in accordance with
criteria accepted worldwide, which are that thei@mudhall not audit his own work, or

exercise management roles at his client or prothaténterests thereof.

Final considerations.

We thank our shareholders, clients and suppliargh® support and confidence in our
management, and our employees for their valuablabmration.

(Disclosure authorized at the meeting of the Baddirectors on September 16, 2015).

The complete and audited Financial Statements a&eslable on the website of
BICBANCO — www.bicbanco.com.br/ri.
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Rating/index

Scope/Classification

* Global deposits in foreign and domestig

Rating
Publication
Date

Baa3
p.3 currency
- Long-term Short-term
Moody's * National Scale Deposits 12/01/2014
Aal.br
- Long-term
BR 1
- Short-term
Stable
* Prospect
* Global scale deposits, in foreign and
domestic currency
BBB - Counterpart rating
Standard & |A-3
POOI'S brAAA Long-term 10/01/2014
- Short-term
Stable .
* National scale
* Prospect
AAA(bra) * National scale - Long-term
Fitch ratings |F1+ (bra) Short-term 02/12/2015
Stable * Prospect
: : brAA- * National scale - long term
Austin Rating Positive note « Prospect 04/11/2014
LF rating AA » Domestic currency 12/19/2014
Neutral * Prospect
LTI E e AA « Sustainability Rating Jul 2014

Excellence
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Independent auditors' report on the consolidated fnancial

statements
(Free translation of Portuguese version).

To

The Board of Directors and Shareholders of
Banco Industrial e Comercial S.A.

S&o Paulo - SP

We have examined the individual and consolidatedritial statements of Banco
Industrial e Comercial S.A. (“BICBANCOQO” or “Bank’gnd its subsidiaries, which
comprise the consolidated balance sheet as of Oesedd, 2014 and the respective
statements of income, comprehensive income, changdsreholders’ equity and cash
flows for the year then ended, and a summary a@fifsignt accounting practices and
other accompanying notes to the financial statesaent

Management’s responsibility for the financial statenents

The Company's Management is responsible for thegpadion and adequate presentation
of these consolidated financial statements in atawre with the International Financial
Reporting Standards (IFRS) issued by the Internatiéccounting Standards Board
(IASB) and the internal controls it deemed necegstgaenable the preparation of these
financial statements free of significant distorspregardless of whether the latter were
caused by fraud or error.

Responsibility of the independent auditors

Our responsibility is to express an opinion on ¢heensolidated financial statements
based on our examination carried out in accordamtle the Brazilian auditing and
international accounting standards. These standaggsire compliance with ethical
requirements by the auditors and that the auditpla@ned and executed with the
objective of obtaining reasonable assurance thaffittancial statements are free from
significant distortions.

An audit involves the carrying out of procedurelested to obtain evidence related to
the amounts and disclosures presented in the fi@mastatements. The procedures
selected depend on the auditor's judgment, inctudmassessment of the risks of
significant distortion in the financial statememntsgardless of whether the latter are
caused by fraud or error. In this risk assessntieatauditor considers relevant internal
controls for the preparation and adequate presentat the financial statements of the
Bank, to plan the audit procedures that are apatpin the circumstances, but not for
purposes of expressing an opinion on the efficddhiese internal controls of the Bank.
An audit also includes the evaluation of the adeyud adopted accounting practices
and reasonability of accounting estimates made bgadgement, as well as an
assessment of the presentation of financial statesaken as a whole.

10
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We believe that the audit evidence obtained iS@afft and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the aforementioned consolidatedriicial statements present fairly, in all
material respects, the consolidated financial posibf Banco Industrial e Comercial
S.A. as of December 31, 2014, the performance sobfterations and its cash flows,
consolidated for the year then ended, in conformitigh International Financial

Reporting Standards (IFRS) issued by the InternatidAccounting Standards Board
(IASB).

Emphasis

Transfer of controlling interest

We draw attention to the Note 1 — Operations thi@rms that after the transfer of the
shareholding control of the Bank, occurred on At@%® 2014, the operations started to
be conducted in the operational context of its @mtrolling Shareholder, which
established in its business plan the achievemetatxable profit at levels sufficient for
the realization of the stock of tax credits andimumm required capitalization by the
Central Bank of Brazil. Our opinion is not qualdien relation to this matter.

Statements of value added

We have also audited the consolidated statementsloé added (DVA) for the year
ended December 31, 2014, prepared under the Bagdgp®nsibility, whose presentation
is required by Brazilian Corporate Law for publidigld companies and as
supplementary information under IFRS that do nquire the presentation of a statement
of value added. These statements were submittidrk teame audit procedures previously
described and, in our opinion, these supplemerd@tgments are adequately presented,
in all material respects, in relation to the bdsiancial statements taken as a whole.

Séao Paulo, September 16, 2015.

KPMG Auditores Independentes
CRC 25P014428/0-6

Fernando Antonio Rodrigues Alfredo - Accountant
CRC 1SP252419/0-0

11
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CONSOLIDATED BALANCE SHEETS

ASSETS

CASH AND CASH EQUIVALENTS AND RESERVES AT THE CENTRAL

BANK OF BRAZIL

FINANCIAL ASSETS FOR TRADING
Debt instruments

Equity instruments

Derivatives

OTHER ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Debt instruments

FINANCIAL ASSETS AVAILABLE FOR SALE
Debt instruments

LOANS AND RECEIVABLES

Loans and advances to financial institutions
Loans and advances to clients

Other loans and receivables

Other financial assets

(-) Impairment of loans and receivables
ASSETS HELD FOR SALE

INVESTMENTS

TANGIBLE ASSETS

INTANGIBLE ASSETS
TAX CREDITS
Current

Deferred assets

OTHER ASSETS

TOTAL ASSETS

See the accompanying notes to the consolidated financial statements.

12

Note 12/31/2014 12/31/2013
3 273,249 396,446
3,277,507 909,244

5 2,625,367 275,430
1,867 3,850

650,273 629,964

976,894 1,128,907

5 976,894 1,128,907
9,500,853 11,565,400

4 409,853 1,241,850
8 9,765,727 10,617,419
9 42,604 35,602
10 150,935 78,971
8 (868,266) (408,442)
11 244,846 431,946
12 4,164 4,848
13 125,681 131,338
14 108,081 108,497
1,019,059 626,927

63,186 65,346

24 955,873 561,581
15 104,103 134,410
15,634,437 15,437,963
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LIABILITIES AND SHAREHOLDERS' EQUITY

FINANCIAL LIABILITIES FOR TRADING
Derivatives

OTHER LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
Subordinated debts

Foreign borrowings

Securities issued

FINANCIAL LIABILITIES AT AMORTIZED COST
Subordinated debts

Financial institution deposits

Client deposits

Securities issued

Domestic borrowings

Foreign borrowings

Other financial liabilities

PROVISIONS

TAX LIABILITIES
Current
Deferred assets

OTHER LIABILITIES
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Capital

Accumulated loss
Reserves

Other comprehensive income

TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

See the accompanying notes to the consolidated financial statements.
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Note 12/31/2014 12/31/2013
12,505 3,551

7 12,505 3,551
2,045,931 2,263,744

19 892,515 760,022
21 223,581 680,507
18 929,835 823,215
11,322,863 10,536,590

19 263,291 232,270
16 2,018,873 465,628
17 6,306,139 6,765,907
18 855,966 1,041,281
20 89,403 89,252
21 1,789,191 1,742,528
22 - 199,724
23 714,914 601,603
25 188,153 107,117
14,284,366 13,512,604

26 1,350,071 1,925,359
2,012,810 1,434,206

(651,153) -

- 509,686

(11,586) (18,532)

1,350,071 1,925,359

15,634,437 15,437,963
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STATEMENT OF INCOME

Interest income and alike
Interest expenses and the like

Gains (losses) with financial assets and liabilities (net)

Exchange differences (net)

NET INTEREST INCOME

Equity in income of subsidiaries
Income from fee and commissions

Other operating income (expenses)
TOTAL INCOME

Personnel expenses

Other administrative expenses

Tax expenses

Depreciation and amortization
Impairment losses of financial assets
Gains (losses) with other assets (net)
LOSS BEFORE TAX

Current and deferred income tax and social contribution

NET LOSS FOR THE YEAR

Note 12/31/2014 12/31/2013
28 1,718,506 1,836,154
28 (1,718,336) (1,499,643)
30 246,837 223,762
31 175,112 158,966

422,119 719,239

(685) (1,205)

29 88,954 81,746
32 (17,850) (86,073)
492,538 713,707

33 (222,458) (203,200)
34 (168,791) (168,516)
35 (51,280) (67,589)
13 and 14 (24,792) (22,155)
8e (967,555) (288,120)
(80,077) (5,116)

(1,022,415) (40,989)

24 429,170 57,221
(593,245) 16,232

See the accompanying notes to the consolidated financial statements.

14



B>

BICBANCO
Desde 1938

STATEMENT OF COMPREHENSIVE INCOME

NET INCOME FOR THE YEAR

Assets available for sale - Adjustment to market value
Tax charges on comprehensive income

COMPREHENSIVE INCOME (LOSS) FOR THE YEAR

12/31/2014 12/31/2013
(593,245) 16,232
11,577 (32,245)
(4,631) 12,898
(586,299) (3,115)

See the accompanying notes to the consolidated financial statements.
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STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

(-) Treasury

Profit reserves

Equity evaluation

Retained

Note Capital shares Legal Statutory adjustment earnings/losses Total
Balances at January 01, 2013 1,434,206 (58,593) 75,487 527,833 815 - 1,979,748
Prior-year adjustments - Associated companies - - - (361) - - (361)
Dividends paid in the year 26¢c - 1,087 - - - - 1,087
Equity evaluation adjustments - - - - (19,347) - (19,347)
Net income for the year - - - - - 16,232 16,232
Allocations: -
Dividends 26 ¢ - - - - - - -
Interest on own capital 26¢c - - - - - (52,000) (52,000)
Reserves - - 3,051 (38,819) - 35,768 -
December 31, 2013 1,434,206 (57,506) 78,538 488,653 (18,532) (0) 1,925,359
Balances at January 01, 2014 1,434,206 (57,506) 78,538 488,653 (18,532) 0) 1,925,359
Prior-year adjustments - Associated companies -
Share-based payment 26¢c - 2,401 - - - - 2,401
Capital increase with reserves 578,604 - (75,487) (503,117) -
Equity evaluation adjustments 6,946 6,946
Transfer to amortization of loss (3,051) 14,464 (11,413) -
Net loss for the year - - - - - (593,244) (593,244)
Allocations:
Dividends 26 ¢ - - - - - -
Interest on own capital 26¢c - - - - - - -
Reserves - - - - 8,609 8,609
December 31, 2014 2,012,810 (55,105) - - (11,586) (596,048) 1,350,071
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STATEMENT OF CASH FLOWS

Cash flows from operating activities
Consolidated net income for the year

Depreciation and amortization

Equity in income of subsidiaries

Changes in tax credits and deferred tax liabilities

Formation of provisions - Impairment of loans and receivables

Formation of provisions
Changes in assets and liabilities

Decrease (increase) in loans and advances to financial institutions

Decrease (increase) in debt instruments

Decrease (increase) in equity instruments

Increase (decrease) in derivatives

Decrease (increase) in loans and advances to clients

Decrease (increase) in other loans and receivables

Decrease (increase) in other financial assets

Decrease (increase) in assets held for sale

Decrease (increase) in other assets

Increase (decrease) in deposits of financial institutions
Increase (decrease) in client deposits
Increase (decrease) in subordinated debts
Increase (decrease) in securities issued
Increase (decrease) in domestic borrowings
Increase (decrease) in foreign borrowings

)
)

Increase (decrease) in other financial liabilities

Increase (decrease) in other liabilities
Used cash deriving from operating activities
Cash flows from investment activities
Disposals of intangible assets
Investments in intangible assets
Investments in intangible assets
Cash used (in) investing activities
Cash flows from financing activities
Dividends paid
Interest on own capital paid
Prior-year adjustments - Associated companies
Share-based payment
Equity evaluation adjustments
Used cash deriving from financing activities
Cash flow used in the year
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

12/31/2014  12/31/2013
(593,244} 16,232
24,792 22,135
685 1,205
(392,132) (201,662)
459,824 (146,316)
113,311 65,074
(533,179) (244,310)
34,155 (27,673)
(2,197,924) 134,634
1,933 13,524
(11,355) 10,993
351,692 2,146,277
(7,002) 10,465
(71,964) (17,328)
187,100 (26,232)
30,307 32,456
1,553,245 (326,393)
(459,763) (700,361)
163,514 42,331
(73.6951 (552,937)
151 19,321
(410,263) (927,337)
(199,724) (176,701)
76,369 256
(924,943) (433,622)
7,292 34,290
(14,163) (30,464)
3,828 (10,179)
(3,043) (6,353)

- (52,000)

- (361)

- 1,087

6,946 (19,347)
6,946 (70,621)
(921,040) (565,596)
1,208,505 1,774,101
287,465 1,208,505

See the accompanying notes to the consolidated financial statements.
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STATEMENT OF ADDED-VALUE

1. Income

1.1 Interest income and the like

1.2 Gains from financial assets and liabilities
1.3 Income from fee and commissions
1.4 Impairment losses of financial assets
1.5 Others

2. Expenses

2.1 Interest expenses and the like

2.2 Losses from financial assets and liabilities
3. Inputs acquired from third parties

3.1 Materials, energy and other

3.2 Outsourced services

3.3 Loss (recovery) of asset values

4. Gross added value

5. Depreciation, amortization and depletion
6. Net added value produced by the Entity
7. Added value received as transfer

7.1 Equity income (loss)

7.2 Other

8. Added value payable

9. Distribution of added value

9.1 Personnel

9.1.1 Direct remuneration

9.1.2 Benefits

9.1.3 Social charges

9.1.4 Other

9.2 Taxes, duties and contributions

9.2.1 Federal

9.2.2 State

9.2.3 Municipal

9.3 Third-party capital remuneration
9.3.4 Rents

9.4 Remuneration of own capital

9.4.1 Interest on own capital

9.4.2 Dividends

9.4.3 Retained income (Distributed)

See the accompanying notes to the consolidated financial statements.
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12/31/2014 12/31/2013
1,267,250 1,890,858
1,718,506 1,836,154

246,837 223,762
88,954 81,746
(967,555) (288,120)
180,508 37,316
1,718,336 1,499,643
1,718,336 1,499,643
272,114 106,239
38,948 39,382
86,853 88,826
146,313 (21,969)
(723,200) 284,976
24,792 22,155
(747,992) 262,822
(685) (766)
(685) (1,205)
439

(748,677) 262,055
(748,677) 262,055
222,458 203,200
152,753 138,891
22,163 19,791
44,956 42,083
2,586 2,435
(377,890) 10,368
(394,930) (6,451)
1,200 1,217
15,840 15,602

- 32,255

32,255

(593,245) 16,232
- 52,000
(593,245) (35,768)
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1. Operations, presentation of consolidated finanstatements, and other
information

a. Operations.

Banco Industrial e Comercial S.A. (“BICBANCO”) is publicly-held company,
established on November 29, 1938 and authorizethéyCentral Bank of Brazil to
operate as a multiple bank in the following poitsl

Through subsidiaries, it operates in the followmagrkets: Leasing, credit, financing and
investments, investment fund management, distobutand brokerage of foreign

exchange and securities, and credit card admihatraand has a 50% stake in a joint
venture aimed at operations in the Factoring anmtbFimg market.

BICBANCO entered, in the capacity of Interveningti?ainto the Contract for Purchase
and Sale of Shares, signed on 10/31/2013 betwera Clonstruction Bank Corporation
(CCB) “Buyer”, and the controlling shareholderstbat date “Sellers”, with the purpose
of performing the direct and indirect acquisition®CB, of the shares representing 72%
of the total capital of BICBANCO.

Once fulfilled the conditions precedents, providadthe contract, among which the
completion of a corporate reorganization, the mabion of the Presidential Decree, and
the Approval from the Central Bank in July 2014 thansfer of the shareholding control
was completed on the date 08/29/2014, with the iatgun by CCB Brazil Financial
Holding — Investimentos e ParticipagOes Ltda (CGRdihg), subsidiary of CCB, of the
share representing the shareholding control of Baimclustrial e Comercial S/IA —
BICBANCO and its subsidiaries.

By means of the Extraordinary Shareholders’ Megtihgld on 09/01/2014, the
controlling shareholder of CCB Holding elected eéhmepresentatives to the Board of
Directors, one of which shall serve as its Chairn@n the same date, by means of the
Special Shareholders’ Meeting of the Board of Diwmex; on the instruction of the CCB
Holding, five new members were elected to the EtteeuManagement, one of which
shall serve as CEO, two as Vice Presidents andagnvOfficers without designation. The
approval from the Central Bank of Brazil was given 03/23/2015, and the new
members are waiting for effectively taking officéhe Corporate Governance of
BICBANCO is being performed by the remaining mensbef the former Management,
of which three are members of the Board of Directmd four are Statutory Directors,
all of which are in their full capacity of indepestd management members.
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Therefore, after the transfer of the shareholdiogtrol, the operations of BICBANCO
are conducted in the operational context of its n€antroller, and include the
consistency of internal policies, accounting estesaalignment of operational practices,
the reinvigoration and setting out of funding costise repositioning of financial
intermediation profit or loss in order to recoveosjlive operating results, the
maintenance of taxable results at levels suffictentover the stock of tax credits, the
fulfillment of minimum operating limits, includindpy issuing instruments similar to
capital. In the context of the latter topic, wedfithe following: (a) the issue of securities
abroad at US$ 300 million, approved by the Exeeutdanagement on June 22, 2015,
aimed at classifying into subordinate debt (Tiey, knd (b) the preparation of a
capitalization plan by means of Tier | — both agteed at meeting the needs arising from
capital, such as those determined by the Centrak B& Brazil for alignment with the
Basel Il requirements, and corresponding to thenrogdment assumed by the new
Controller, in its Business Plan, for establishargl operating in Brazil, which is based
on the basic assumption of maintaining appropriagitalization of the financial
institution. Besides the abovementioned acts, énfilst semester ended June 30, 2015,
funding raised from the controller abroad amounteR$ 1,556,354 (US$ 500 million).

According to the effective regulation, CCB Holdisgbmitted on 09/01/2014 to the
examination and approval from the Securities Corsioins (CVM), an application for
registration of public offering for the BICBANCO ates held by non-controlling
interests, aiming at going private.

b. Presentation of consolidated financial statemest

The consolidated financial statements of BICBANCE@ravprepared in accordance with
International Financial Reporting Standards (IFRSgompliance with the requirement
of Resolution 3786 of the National Monetary Courft@MN”) that, as of the base date
December 31, 2010, required the annual preparaimohdisclosure of the consolidated
financial statements according to the pronouncesnessued by the International
Accounting Standards Board (IASB), translated totiuese by a Brazilian entity
accredited by “International Accounting Standardsn@ittee Foundation - IASC”.

The issuance of these financial statements waamgl by the Board of Directors on
September 16, 2015.
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c. Estimates used.

Consolidated income and the determination of cotatdd equity are impacted by
accounting policies, assumptions, estimates andsunement methods used by
BICBANCO management in the preparation of finanatements. The Management
makes estimates and assumptions that affect intbamsset and liability amounts of the
next fiscal year. All estimates and assumptions hemped below, applied by
Management in conformity with IFRS, are the bedimestes in accordance with the
applicable standard. The main accounting policresraeasurement methods are detailed
in note 2

Consolidated financial statements include estimaed assumptions, such as the
evaluation of asset and liability fair values, meament of the recoverable value of
financial and non-financial assets and the recagniand evaluation of deferred taxes.
These estimates, which were prepared with theibismation available, are as follows:

» Evaluation of fair value for certain financialsStruments;

The fair value of a financial instrument in a certdate is interpreted as the amount by
which it could be acquired or sold on that datetwgp well-informed parties, acting
deliberately and with prudence, in a transactiodemrregular market conditions. The
most objective and common reference for the faluevaf a financial instrument is the
price that would be paid for it in an active, trparent and significant market ("quoted
price" or "market price").

If there is no market price available for a finaanstrument, its fair value will be

estimated based on the price established in reansactions involving the same
instrument or similar instruments and, in the absenf those, based on evaluation
techniques normally used by the financial markehsadering, when applicable, market
observable data, as follows:

The method of discount to present value to evaldi@@ncial instruments (method
applicable mainly to debt instruments, swaps, amd/drd transactions): future expected
cash flows are discounted to present value usimg dirves calculated based on
observable market data (PU Anbima, DIs and FutubéspPetc.).

The methodology used to evaluate the fair valuecertain financial instruments is
described in detail inote 2

 Impairment of financial assets
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BICBANCO recognizes the losses inherent to findressets not evaluated at fair value
taking into consideration the historical experiemgth impairment and other evaluation

circumstances. For this purpose, inherent losses l@sses incurred on financial

statements base date, calculated through the nesasaot at present value of estimated
cash flows of the transactions in which objectingairment evidences were verified.

Further details are discussed\nte 2.h)

Income from loans overdue for more than 60 daygandess of their level of risk, are
only recognized as income when effectively received

» Measurement of the recoverable value of tancabl@ intangible assets

On financial statements disclosure date, BICBANGHfies the existence of objective
evidences of impairment of non-financial assetsis Tmeasurement may involve
subjective evaluation criteria, such as the teciraod operational obsolescence analysis
or the expected replacement of the asset by anadsa&t that generates higher future
economic benefits. Calculation criteria for possiihpairment of tangible and intangible
assets are discussed in detaihates 13 and 14respectively.

* Recognition and evaluation of deferred taxes

Deferred tax assets are recognized only in reldbaiemporary differences to the extent
it is probable that the Bank will have future tabeaimcome that will allow the utilization
of deferred tax assets.

Estimates regarding the determination of futurealdex income are based on current
expectations and estimated future events and tremdgh may affect consolidated
financial statements. The main assumptions thataiffagt these estimates, in addition to
those already mentioned, are related to:

- Variation in deposited amounts, on the clienttfotio and on non-compliance of credit
borrowers;

- Changes in interest rates;

- Changes in inflation rates.

- Government regulation and tax issues;
- Adverse lawsuits or legal disputes;

- Credit and market risks and other risks arisnognf credit and investment activities;
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- Changes in market values of Brazilian securitiespecially Brazilian government
securities;

- Changes in economic and commercial condition®aal, national and international
scenarios.
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2. Accounting practices and calculation criteria.

The accounting practices and calculation critegaduin the preparation of consolidated
financial statements are as follows:

a) Foreign currency transactions and functional curency.

The individual financial statements of the entitaae presented in the currency of the
primary economic environment in which the entityeaes (functional currency). For

financial statements consolidation purposes, tiseilt® and the financial position of

consolidated entities are expressed in BraziliaaifRdé8ICBANCO's functional currency

and the consolidated financial statements presenta&iurrency. Monetary assets and
liabilities are translated at the foreign exchargge on balance sheet date.

Foreign exchange variation arising from the traimshaof foreign currency balances to
the functional currency are usually recognized teg het amount as "Net Foreign
Exchange Differences” in the consolidated statenténincome, except for foreign
exchange variation arising from financial instrutiseat fair value through profit or loss,
which are recognized in the consolidated finansi@tements as "Gains (losses) on
financial assets (net)" without separating themrmfiather fair value variation.

b) Consolidation basis
Subsidiaries

The financial statements of the entities controlleg the Bank are consolidated.
Accordingly, all intercompany balances and trarisastare eliminated on consolidation.

Investment in Joint Venture — BRASILFactors

On April 25, 2011, BICBANCO assumed the commitmeiha 40% stake in the capital
stock of BRASILFactors S.A, a joint venture thatlviave FIMBank PLC (40%) and
International Finance Corporation - IFC (20%) asither shareholders.

The Company's main activities are geared towardtofiag and forfaiting services,
involving the purchase of receivables from the dstimeand international markets,
having small and midsized businesses as a targéeia

Because it is incorporated in the form of a joiehture, BICBANCO, as entrepreneur,
starting on January 1, 2013, began to recognizeirthestment in the consolidated
financial statements, using the equity method a@anting, due to the shared control
characterized as Joint Venture.
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Consolidated financial statements include the idial financial statements of
BICBANCO, as well as the following subsidiaries:

Country of Consolidation

Company name origin method Interest
2014 2013
Foreign branches
BIC Cayman Cayman Full 100% 100%

Direct subsidiaries in the country

BIC Arrendamento Mercantil S.A Brazil Full 100% 100%
BIC Distribuidora de Titulos e Valores Mobiliarios S.A. Brazil Full 100% 100%
BIC Informatica S.A. Brazil Full 100% 100%
BIC Administradora de Cartoes de Crédito S/C Ltda. Brazil Full 100% 100%
Sul Financeira S.A Crédito Financiamento e

Investimento Brazil Full 100% 100%
Sul Financeira Promotora de Vendas Ltda. Brazil Full 100% 100%
Sul Financeira Cobranca Ltda. Brazil Full 100% 100%

The subsidiaries had the following equity positiansl income (loss) (*):

Total shareholders'

Total assets Total liabilities Income (loss) equity
2014 2013 2014 2013 2014 2013 2014 2013
BIC Distribuidora 18,666 17,248 1,745 1,356 1029 815 15,892 15,077
BIC Lease 474,863 549,183 258,184 327,668 -2,612 33,070 219,291 188,445
Sul Financeira CFI 1,178,507 1,005,839 1,050,230 885,069 913 6,924 127,364 113,846
Others 56,210 43,451 43,215 30,708 252 -263 12,743 13,006

(*) Balances presented according to the accounting practices required by BACEN.

Investment funds in credits receivable — FIDCs

In compliance with the CVM standards, in the cagyaof originator of receivables
assigned to the Investment in Credits Receivaldle(l; the Fundo de Investimento em
Direitos Creditorios Crédito Corporativo Il and tRendo de Investimento em Direitos
Creditorios Aberto, the accounting information aick FIDCs were consolidated.
Besides these funds, in the consolidated finarst&gements the Fundo de Investimento
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em Direitos Creditorios BrasilFactors Crédito Caogiivo was proportionally included,

which subordinated quotas are fully held by Bramsiltérs (Joint Venture). The Fundo de
Investimento em Direitos Creditorios Crédito Cogitmo | was settled on August 22,
2014

The FIDCs were established in conformity with CVMstruction 409/04, with
characteristics of closed-end investment fundssiragi from loan transactions with
indefinite term, and BICBANCO or its subsidiary S&inanceira subscribed all
subordinated quotas.

Additional information on BICBANCO's interest inglrIDCs is disclosed below:

Interest (*)

Country Consolidation

Company hame of origin method 2014 2013
FIDCs
Fundo de Investimento em Direitos Creditorios Crédito
Corporativo Brazil Full 100%  100%
Fundo de Investimento em Direitos Creditérios Crédito
Corporativo Il Brazil Full 100%  100%
Fundo de Investimento em Direitos Creditérios Crédito
Corporativo Aberto Brazil Full 100%  100%

(*) Refers to the holdings in subordinated quotas.
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BICBANCO's FIDCs presented the following consolathequity positions (*):

Assets 2014 2013
Cash and cash equivalents 16 26
Interbank funds applied 22,349 32,771
Federal government bonds 41,798 114,148
Credit receivables 47,351 149,581
(-) Allowance for doubtful accounts (7,068) (7,786)
(-) Provision for other receivables (1,127) (4,217)
Other assets 3 421
Total assets 103,322 284,944
Liabilities

Obligations 118 165
Shareholders' equity 103,204 284,779
Senior quotas 28,209 195,507
Subordinated quotas 74,995 89,272
Total liabilities 103,322 284,944

(*) Presented according to the accounting practices of such funds.

c) Definitions and classification of financial instuments.

i. Recognition date

All financial assets and liabilities are originallgcognized on negotiation date, that is,
the date in which BICBANCO becomes an integral pdrthe instrument contractual
relationship. This includes: financial assets pasds or sales requiring the asset to be
delivered within a determined period establishedheybylaws or market standards.

ii. Initial recognition of financial instruments.

The classification of financial instruments at ialit recognition depends on their
characteristics and the purpose for which finanamstruments were purchased by
Management. All financial instruments are initialhgcognized at fair value plus
transaction cost.
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iii. Classification of financial assets for measoment purposes.

Financial assets are classified in one of the ¥ahg categories, for measurement
purposes:

* Financial assets for trading (measured at fdurevéhrough profit or loss): This category
includes financial assets purchased to generate-t&mm earnings through trading.
Based on its characteristics, derivatives are ifledsnto this category.

» Other financial assets at fair value through iprof loss: This category includes
financial assets not held for trading and measatddir value. Financial assets may only
be included in this category on the date they aeqeliged or originated.

* Financial assets available for sale: This categmludes financial assets not classified
as "Investments held to maturity”, "Loans and nesigies” or "Financial assets at fair
value through profit or loss" and equity instrunsenssued by entities other than
subsidiaries, associated companies and jointlyrobbetl subsidiaries. Financial assets
available for sale are stated at fair value, armhgks in fair value are recognized in a
separate line of "adjustment to fair value" in sihalders' equity, net of tax effects,
except for impairment losses and interest on thessets, which are recognized in
income. When the investment is disposed of or tlaee indications of impairment,
income previously accumulated in the adjustmenfaofvalue account in shareholders'
equity is reclassified to income.

» Loans and receivables: This category includesdp&inancing and other receivables
with or without loan characteristics, based on rth&ture, regardless of the type of
borrower and the manner in which credit was granfége main characteristic of the
loans and receivables group is the lack of an actharket; they are measured at
amortized cost less possible impairments, anddfienues of this group are recognized
on the effective return basis, at the effectiverast rate.

* Investments held to maturity: This category in@s debt instruments traded in an
active market, with fixed maturity and fixed or eehinable payments for which

BICBANCO has the intention and proven capacity oiding to maturity. These

investments are measured at amortized cost lessinmgnt losses, with income
recognized on the effective return basis.

iv. Classification of financial assets for presdiia purposes.

Financial assets are classified by type on thewoig lines of the balance sheet:
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» “Cash and cash equivalents and reserves at tiwraCd&3ank of Brazil”:cash and
demand deposits in Brazil and abroad and depogitstine Central Bank of Brazil.

* “Debt instruments”: bonus and other securitiest tiepresent debts to the issuer yield
interest and have been issued on a physical ouatiog basis.

* “Equity instruments”: financial instruments issuby other entities, such as shares,
which have an equity instrument nature to the issexcept investments in subsidiaries,
jointly-controlled subsidiaries or associated comes.

» “Derivatives”: includes fair value of derivativesot assigned as hedge in hedge
accounting.

* “Loans and advances to financial institutionsceivables of any nature, including
those arising from open market transactions on Ibefidinancial institutions and other
entities whose operation depends on authorizatmm the Central Bank of Brazil.

e “Loans and advances to clients”: includes debarmes of all other receivables and
loans granted by the Bank, except those represéntedcurities.

« "Other loans and receivables" and "Other asset$8r mainly to short-term receivables
from entities not considered as "Financial Insiitog” or “Clients”.

v. Classification of financial liabilities for measement purposes.

* Financial liabilities for trading (measured atrfaalue through profit or loss): This
category includes financial liabilities issued the purpose of generating income in the
short-term, derivatives not assigned as hedge idgdeaccounting, and financial
liabilities arising from direct sale of third-partapital instruments through repurchase
commitments (short positions).

» Other financial liabilities at fair value througirofit or loss: This category includes
liabilities measured at fair value for the purpa$groviding more relevant information
to financial statements' users due to the mateei@hination of measurement
inconsistencies ("accounting differences"”) with estHfinancial assets and liabilities
measured at fair value.

 Financial liabilities at amortized cost: Finandiabilities, regardless of their form and
maturity, not included in any of the prior categsriand resulting from fund raising
carried out by financial institutions.

vi. Classification of financial liabilities for psentation purposes.
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Financial liabilities are classified per naturetime following lines of the consolidated
statement of financial position:

* “Financial institution deposits”: deposits of angture including loans and open market
transactions, received on behalf of financial tnstbns.

* “Client deposits”: includes demand deposits reegiby the Bank and all other credit
balances receivable from clients.

» “Subordinated debts”: includes long-term fundsirag carried out by the Bank from
third parties, liabilities that may become eligilite tier Il capital, provided that this
procedure is authorized by the Central Bank of Braz

* “Domestic loans”: includes fund raising from Bilaan banks.
* “Foreign borrowings”: includes fund raising frdoreign banks.

* “Other financial liabilities”: this caption recds variations of the foreign currency used
to translate spot foreign exchange transactiortheoentity's functional currency up to
year end.

» “Securities issued”: includes bonus amounts ahe@rodebts represented by negotiable
securities, except subordinated liabilities.

d) Measurement of financial assets and liabilitieand recognition of changes in fair
value.

In general, financial assets and liabilities argially recorded at fair value, which is
considered equivalent to the transaction priceessmlotherwise proven. Financial
instruments not measured at fair value throughitpoofloss are adjusted at transaction
costs. Financial assets and liabilities are lateasared, at the end of each year, as
follows:

i. Measurement of financial assets.

Financial assets are measured at fair value wittheutleduction of estimated transaction
costs that would possibly be incurred upon disposatept loans and receivables,
investments held to maturity, equity instrumentogéfair value cannot be calculated on
a sufficiently objective manner, and financial d@atives whose object is this type of
equity instruments and that are settled with tHeeley of these instruments.
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All derivatives are recognized in the balance sladhir value since negotiation date.
When the fair value is positive, they are recogmias assets; when fair value is negative,
they are recognized as liabilities. Fair value @gotiation date is equivalent to the
transaction price, unless otherwise proven. Chamgdair value of derivatives since
negotiation date are recognized under "Gains (&)s®8th net financial assets and
liabilities" of the consolidated statement of inaanSpecifically, the fair value of a
financial derivative included in portfolios of fineial assets or liabilities held for trading
is considered as equivalent to its daily quotedeyrif, for exceptional reasons, it is not
possible to calculate quoted price on a specifie,dthese derivatives are measured
through methods that are similar to those useddasuore derivatives traded in the over-
the-counter market.

The fair value of derivatives traded in the oves-tounter market is considered
equivalent to the sum of the instrument future déshs, discounted to present value on
measurement date ("present value" or "theoretidasiy"), using the evaluation

techniques commonly adopted by financial marketBVNnet present value), option

pricing models and other methods.

"Loans and receivables” are measured at amortipstl asing the effective interest
method. The "amortized cost" is considered as edgiN to the acquisition cost of a
financial asset or liability, plus or less, as agpirate, principal and accrued amortization
payments (included in the statement of incomehefdifference between initial cost and
the value on maturity. In the case of financiak#ssthe amortized cost includes possible
impairment losses or losses due to impossible aadie. In the case of hedged loans and
receivables, changes in fair value related to #aghd risk are recognized.

The "effective interest rate" is the discount rdtat corresponds exactly to the initial
amount of the financial instrument in relation dtat any estimated cash flows during the
remaining useful life. For fixed rate financial ingsnents, the effective interest rate is
similar to the contract interest rate defined omtaxt date plus commissions and
transactions costs that, due to their nature, areqb their financial return, as applicable.
For variable rate financial instruments, the effecinterest rate is equal to the prevailing
return rate of all commitments up to the next ies¢renewal reference date.

Equity instruments whose fair value cannot be dated in a sufficiently objective basis

and financial derivatives whose object is this tgpenstrument and that are settled with
the delivery of these instruments are measuredaatisition cost, adjusted, as applicable,
to related impairment losses.

Recognition amounts of financial assets represanter all material aspects, the
maximum exposure of the Bank to credit risk on eaictine financial statement dates. In

31



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

addition, the Bank received guarantees and otheglitcrmprovements to mitigate its
credit risk exposure; its receivables are comprisethly of mortgages, cash collaterals,
equity instruments, collateral signatures, assetasdd, assets acquired through
repurchase commitments, security and derivativedoa

ii. Measurement of financial liabilities.

Generally, financial liabilities are measured atoaimed cost, as previously defined,
except for those recorded in "Financial liabilities trading" and hedged financial
liabilities (or hedging instruments) at fair valueeasured at fair value.

iii. Valuation techniques.

The methods used by BICBANCO to calculate fair gabi financial instruments are
rated in three different levels, as follows:

- Level 1: Uses public quotations and prices atelan the active market as references.
This level includes, mainly, securities issued hg nhational treasury, private issued
securities with an "active" secondary market, gquistruments (shares) of other entities.

- Level 2: In the absence of public quotations, BANCO, through internal models,
makes its best estimate of the price that woulddbtermined by the market for
negotiation. For this, it uses data based on obb&vmarket parameters. Derivative
financial instruments, which are measured usingvesurdetermined through rates
disclosed by BM&F, are assigned to this level, udahg the issuances abroad with prices
available in the secondary market.

- Level 3: If there is no available data based diseovable market parameters,
Management uses internal information and modeldetermine the best fair value of
financial assets and liabilities. As of December 2014 and 2013, there were no
financial instruments qualifying for this level.

As of December 31, 2014, issuances abroad witlepavailable in the secondary market
were reclassified from Level 1 to Level 2. There@veo reclassifications between level
1 and level 2 in the year ended December 31, 2014.

The chart below shows a summary of financial asaetkliabilities fair values for the
years ended December 31, 2014 and 2013, clasdiisdd on several measurement
methods adopted by the Company to determine theivélues:
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2014 2013
Published Published
u’;rtlt::in Internal u’;rtlt::in Internal
q active models Total q active models Total
(Level 2) (Level 2)
markets markets
(Level 1) (Level 1)
Financial assets for trading 3,604,128 650,273 4,454,401 279,280 629,964 909,244
Financial assets available for sale 976,894 - 976,894 1,128,907 - 1,128,907
Financial liabilities for trading - 12,505 12,505 - 3,551 3,551
Other liabilities at fair value through
profit or loss - 2,045,931 2,045,931 - 2,263,744 2,263,744

The main techniques used by BICBANCO internal medievel 2) to determine the fair
value of financial instruments detailed in the ¢thelow are as follows:

Fair value amounts

calculated using internal Valua?tlon Main assumptions
techniques
models
2014 2013
Derivatives (assets) 650,273 629,964
Observable market data
Present value (discount rates and
Swap contracts 644,179 627,668 method interest)
Observable market data
Present value | and liquidity (discount rates
Forward transactions 6,094 2,296 method and interest)
Observable market data
Black-Scholes | and liquidity (discount rates
Purchase of stock option - - model and interest)
Derivatives Liabilities 12,505 3,651
Observable market data
Present value (discount rates and
Swap contracts 7,599 1,527 method interest)
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Observable market data
Present value | and liquidity (discount rates
Forward transactions - - method and interest)

Observable market data

Purchase/Sale obligation of share Black-Scholes | and liquidity (discount rates
option 4,906 2,024 model and interest)
Other liabilities at fair value through
profit or loss 2,045,931 | 2,263,744
Observable market data
Present value (discount rates and
Subordinated debts 892,515 760,022 method interest)
Observable market data
Present value (discount rates and
Securities issued 929,835 823,215 method interest)
Observable market data
Present value (discount rates and
Foreign borrowings 223,581 680,507 method interest)

- For the evaluation of financial instruments thatnpé static hedge (swaps), the
present value method is used. The estimated fa@sh flow is discounted using
interest rate curves of the respective currendigsrest rate curves are, normally,
observable market data.

- For the evaluation of financial instruments thajuiee dynamic hedge (basically
options), the Black-Scholes model is used; this ehasl a statistical model that
incorporates the volatility of the asset priceerest rates, the price in the year and
the spot price of the merchandise.

- The other liabilities at fair value in income (Ipsse valued using the present value
method. The estimated future cash flow is discalin&Eng interest rate curves of
the respective currencies traded in the foreignketaiThe interest rate curves are
extracted from sources of observable market dataadb and the operations are
negotiated and settled in foreign currency.

The fair value of financial instruments resultingprh internal models previously
mentioned takes into account, among others, cdreanis and observable market data,
which includes interest rates, credit risk, foreegthange rates, raw material and shares
price quoted in the market, volatility and prepaytse For financial instruments
evaluated based on internal modeling, there mag déference between fair value at
initial recognition and the value that would beeatatined on the same date by using an
evaluation technique. Considering that the termdimdncial instruments traded by
BICBANCO are simple, and that most instruments’ ¥aiue is classified as Level 1 and
2, the entity considers that this difference ismaterial.
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iv. Fair value variation recognition

As a general rule, variation in the carrying amsuitfinancial assets and liabilities are
recognized in the consolidated statement of incoar® those arising from the
recognition of provision for interest and similaaigs - recognized in caption “Income
from interest and similar items" or "Expenses witherest and similar items", as
applicable - are recognized separately from thossing from other types of

measurements at fair value factors, which are mézed at net value under caption
"gains (losses) with financial assets and lialedti

Adjustments due to variations in fair value arisirgn financial assets available for sale
are temporarily recognized in shareholders' equtyder "Other comprehensive
amounts”. Items that are charged or credited td #taount remain in the Bank's
consolidated shareholders' equity until the cowadmg assets are written-off, when
they are then charged to the consolidated stateofiémtome.

v. Other financial liabilities at fair value througrofit or loss

BICBANCO substantially raises its funds through tbsuance of securities to external
investors or the hiring of loans from foreign banB®th fund sources are normally
denominated in "US Dollars" (USD). Considering tBA€CBANCO defined the "Real”
(BRL) as its functional currency, these transadiortroduce the currency risk and the
risk of US dollar interest rates in the balanceesh€oncomitantly with fund raising,
BICBANCO contracts swap transactions for the puepaisconverting its fixed exposure
in USD to a floating rate in "Real" (CDI), which tlse index for most loans granted by
BICBANCO.

As previously mentioned in this note, all derivasv(financial liabilities for trading)

should be necessarily measured at fair value, isawether financial liabilities at fair

value through profit or loss. Although the Bankesonomically protected from interest
and foreign currency variation, this accounting elodhay cause volatility in the

institutions' results during transactions.

The other financial liabilities are measured at Hined cost.

The classification of external fund raising undategory "financial liabilities at fair
value through profit or loss" supports the neutation of derivatives fair value
measurement effect, as liabilities originally assig) as such are measured at fair value.

The chart below is intended to compare the fainedhat is being used to measure said
liabilities (including all risk factors) and theifavalue that does not consider the credit
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risk factor and the amortized cost (used to meahedase value to settle obligations on
maturity):

2014 2013
. Fair value . Fair value
Amgggtzed (without  Fair value Amgggtzed (without  Fair value
credit risk) credit risk)
Subordinated debts 815,616 892,515 892,515 718,464 763,228 760,022
Foreign borrowings
233,842 223,581 223,581 705,273 683,377 680,507
Obligations related to
securities issued 920,658 929,835 929,835 811,937 826,687 823,215
Total 1,970,116 2,045,931 2,045,931 2,235,674 2,273,292 2,263,744

e). Fair values of financial assets and liabilitiesot measured at fair value

Financial assets are measured at fair value icdhsolidated balance sheet, except loans
and receivables. Similarly, financial liabilitiesxcept financial liabilities for trading and
those measured at fair value through profit or,lass evaluated at the amortized cost.

The purpose of the chart below is to demonstragefdir value of assets and liabilities
not measured to fair value.

2014 2013
Book value Fair value Book value Fair value

LOANS AND RECEIVABLES

Loans and advances to financial institutions 409,853 409,853 1,241,850 1,242,124
Loans and advances to clients 9,765,727 10,155,116 10,617,419 11,039,301
Other loans and receivables 42,604 42,604 35,602 35,602
Other financial assets 150,935 150,935 78,971 78,971
FINANCIAL LIABILITIES AT AMORTIZED COST

Subordinated debts 263,291 396,387 232,270 349,217
Financial institution deposits 2,018,873 2,018,960 465,628 506,241
Client deposits 6,303,785 6,483,318 6,765,907 7,030,435
Securities issued 855,966 865,143 1,041,281 1,180,764
Domestic borrowings 89,403 89,403 89,252 89,252
Foreign borrowings 1,789,191 1,778,929 1,742,528 1,931,694
Other financial liabilities - - 199,724 199,724

36



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

f) Write-off of financial assets and liabilities

The accounting treatment for financial asset trensstiepends on the extent to which
risks and benefits related to transferred assets@nsferred to third parties.

g) Normal purchases of financial assets.

Normal purchases of financial assets are recognaedransaction date. Assets are
reversed when the rights to receive cash flows rexpr when BICBANCO has
substantially transferred all ownership risks aaddiits.

h) Net reporting of financial instruments

Assets and liabilities and its respective incomd arpenses are presented net in the
financial statements if, and only if, there is areat legal and enforceable right to offset

the recognized amounts and if the intention of eiffisg, or realizing the asset and

settling the liability simultaneously.

BICBANCO reports net financial assets and lialabtirelated to the operations of

purchase and sale of foreign currencies, in intekland financial transactions, in which

the assets and liabilities are settled simultango@®@n December 31, 2014, the assets
and liabilities that were reported net on the friahstatement represent the amount of
R$ 1,071,766 (2013 - 941,849).

Income and expenses are presented on a net bdgisvban referring to Foreign
Exchange Variations (net) and Gains and lossefandial assets and liabilities (net), as
shown in detail imotes 31 and 30respectively.

1) Non-recoverable financial assets.

At each balance sheet date, BICBANCO evaluatelseifet are objective evidences that
financial assets (except those accounted for atvédue through profit or loss) present
any evidence of impairment. Financial assets ansidered as impaired when objective
evidences demonstrate that a loss occurred aftesidbet initial recognition, and that this
loss represents an impact on the assets futureflcagh that may be reliably estimated.
BICBANCO considers the evidences of impairment bfath individually significant
assets and collectively significant assets. Alividially significant financial assets are
evaluated to detect specific and collective lossessets that are not individually
significant are collectively evaluated to detectpamment, which is estimated
considering the grouping of financial assets (anted for at the amortized cost) with
similar characteristics and risks.
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BICBANCO considers the following indicators as "etfjve evidences of impairment":
a) A contract breach, such as default or delayed aohfrayment;

b) Classifications defined by the credit area of BINB2O that indicate
deterioration of operations;

c) Transactions of clients in Court-Ordered Reorgdiuna

d) Renegotiated loan operations.

For assets of debt or equity instruments negotiatecctive market, a significant

reduction in the volume of operations or absenckgofdity may also be considered as
evidence of impairment, for purposes of such amglysich assets being periodically
evaluated by the Market Risk area of BICBANCO.

Operations individually identified as having objeetimpairment evidence are assessed
as to the expectation of recovery, considering @spsuch as the economic and financial
situation of the client, payment capacity of depastimate term for receipt, guarantees,
probability of recovery, and other aspects relatethe conditions of the operation. This
evaluation aims obtaining facts and data to bezatl for measuring the recoverable
present value.

Impairment losses of assets accounted for by tharteaad cost are measured as being
the difference between the carrying value of finalnassets and the recoverable present
value, discounted by the actual original interesgé rof assets. Losses are recognized in
income (loss) under "Impairment losses of finanaisgets”. Recognition of interest of
financial assets is suspended when transactiorleésyeld in more than 60 days (term
during which receipt of interest and principal &t hkely).

In the evaluation and calculation of reductiontie tollective recoverable value carried
out for assets that do not individually presentlexce of impairment, as well as to assets
not individually significant, BICBANCO makes use pércentages calculated based on
historical loss studies taking into account amowht®ss incurred in the last three years,
and the behavior of groups of assets with similadit risks and characteristics. In
situations in which it is verified that the percages of historical loss do not accurately
represent the present conditions of credit risk gfoup of assets, these percentages will
be adjusted at the management's criterion. Thecieenf such criterion, if required,
takes into account, among others, the present tonsli of the economy (and the
domestic credit scenario), and may lead to adjustsnt the percentages of historical
loss, once it is ascertained that real lossesikedy Ito be higher or lower than those
suggested by the historical model.
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From September 2014, aiming at aligning the infepmdicy on impairment of credit
operations with the practices of the new controltee provision for impairment will
consider the following aspects considered material:

a) increase in the base value of exposure for gt@rg significant exposure;

b) more highlight to the use of guarantees for watathg the recoverable value of credit
operations;

c) change of impairment indicators, starting tostder defaults over 90 days past due,
operations in Court-Ordered Reorganization, andlitseclassified between D and H,
according to the criteria established by BACEN Resmn 2,682/99.

d) reduction in the number of years for settingriwving average of history of losses for
determining the provision for impairment of notrefgcant exposures;

e) reduction in the threshold of transactions plast to downgrade the entire economic
group;

Impairment losses with investment securities ab&lafor sale are recognized by
transferring the difference between the amortizegusition cost and the actual fair
value, from shareholders' equity to income of teeqal.

Financial assets are withdrawn from the entitylmriie sheet when there is no more
expectation of recovery.

1) Purchase and sale commitments.

Purchases (sales) of financial assets based oonptamnal fixed price resale (repurchase)
agreement are recognized in the consolidated balameet as financing awarded
(received), based on debtor's (creditor's) nawumder the account "Loans and advances
to financial institutions” or "Loans and advancesctients” ("Deposits from financial
institutions” or "Deposits from clients").

Differences between purchase and sale prices eogmzed as long-term interest of the
agreement.

k) Non-financial assets held for sale.

Non-current assets destined to sale include theyingramount of individual items, or
groups of assets for disposal or items making @iaat business unit destined to disposal
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("Discontinued Operations”), the sale of whichheit present condition is highly likely

and which shall probably occur within one year dsthe base date of financial

information. Non-current assets for sale are gelyareeasured for the lower between the
fair value less the sale cost and the carrying amon the date in which they are
classified in such category. Non-current assetgirsgb to sale are not depreciated,
provided that they remain in such category.

Losses for non-recovery of an asset or disposalpgs a result of reduction in its
carrying amount to the fair value (less sales cast)recognized in "Gains (losses) from
non-current assets destined to sale not classdgedliscontinued operations” in the
consolidated income statement. Gains from non-nuasset destined to sale arisen from
subsequent increases in fair value (less sales)dastease their carrying amount and are
recognized in the consolidated income statememo tipe value equivalent to losses from
non-recovery previously recognized.

l) Residual maturity periods

Analysis of maturities of balances from certairm#ein consolidated balance sheets is
informed innote 36-b.

m ) Intangible assets

Tangible assets include the value of furniture,iclel, hardware and other accessories
owned by consolidated entities, being presentedcqtisition cost less the respective
accumulated depreciation and any loss for non-r&gofnet carrying amount higher than

the recoverable value).

Depreciation is calculated by the straight-line moel; based on the acquisition cost of
assets less its residual value.

Depreciation expense of tangible assets is recednin the consolidated income
statement and basically calculated utilizing thboWing depreciation rates (based on
average years of estimated useful life of differsgets):

Type of asset Annual rate
Buildings for own use 4%
Furniture 10%
Fixtures 10%
Automobiles 20%
Office and IT equipment 20%
Leasehold improvements 20%
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Consolidated entities evaluate, on the base datmaricial information, if there is any
indication that an asset may or may not be recteréhat is, proportionally to the
revised carrying amount and to the new remainirgfulldife (if useful life has to be
estimated again). s, if its carrying amount excekslgecoverable value). In case of
impairment of a tangible asset, the value deterchiswed respective reversions (as the
case may be) are recorded in income of the pendta account "(Net) Gains (Losses)
with other assets".

Similarly, in case of recovery of value of the tdolg asset, consolidated entities
recognize loss reversion from non-recovery recaghim prior periods and adjust
expenses from future depreciation accordingly.dremwent, reversion of a loss from non-
recovery of an asset may increase its carrying atabove the value it would have had,
if no loss from non-recovery would have been recogphin previous years.

Conservation and maintenance expenses relatedxed fassets for own use are
recognized as expenses in the period they wilhberred.

n) Lease accounting.

Financial leases relates to leases transferringstantially all risks and benefits
associated to the property of asset leased teHsed.

Whenever consolidated entities act in the capaditgssors with respect to an asset, the
sum of present value of payments to be receiven fessee with respect to lease plus
the residual value guaranteed - which, in genetalk the price of exercise of the
purchase option of lessee at the end of the terlaask - is recognized as loan to third
parties and, therefore, included in the accounari® and advances to clients” in the
consolidated balance sheet.

0) Intangible assets.

Intangible assets represent identifiable non-mopetssets (separated from other assets)
without physical substance resulting from a legahsaction or which are internally
developed by consolidated entities. Assets thesaafstvhich may be reliably estimated,
and from which consolidated entities shall deeraljikhat future economic benefits will
be generated are recognized.
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Intangible assets are initially recognized at tkquésition or production cost and are
subsequently measured at the acquisition costilgsccumulated losses and any losses
due to non-recovery (net book value higher tharrélseverable value).

i. Goodwill obtained from acquisition of subsidiesi
Goodwill arises from the process of acquisitiorsabsidiaries.

Goodwill represents the surplus of acquisition ¢ostiew of the entity's interest in fair

value of identifiable assets, liabilities and cagent liabilities in the company acquired
on the date of acquisition. When such surplusnigegative one (negative goodwill), it is
immediately recognized in income. Goodwill is clied as an intangible asset having
undefined useful life, hence, it is not subjecatoortization for the term of the expected
future economic benefit.

Non-recovery of goodwill (that is, a reduction ta recoverable value below its carrying
amount) is evaluated at the end of each periodepted, and any non-recovery is
written-off and charged to the account "(Net) Gaflesses) with other assets - other
intangible assets" in the consolidated income statd.

A loss from non-recovery recognized to goodwilh@t reversed in a subsequent period.
p) Other assets.

This item includes the balance of all advancespaitkexpenses, and the amount of any
other values and goods not included in other items.

g) Other liabilities.

Other obligations include the balance of all exgsnprovided and deferred income,
excluding interest accrued, and the value of aimgrobbligations not included in other
categories.

r) Provisions, contingent assets and liabilities.

In preparing the consolidated financial statemeManagement makes a distinction
between:

- Provisions: creditor balances covering obligatiangstent on the date of the
balance sheet arisen from past events that cowd beven origin to a loss for
consolidated entities, the occurrence of whichoisstdered likely and the nature of
which is certain, but value and/or time of whicle aincertain. According to
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accounting standards, provisions should be recegniz the consolidated financial
statements.

- Contingent assets: Potential assets arising frosh @gents, the existence of which
depends of the occurrence or not of events beybadcontrol of BICBANCO.
Contingent assets are not recognized in the cataell balance sheet or in the
consolidated income statement, but disclosed inettidanatory notes, provided
that it is likely that said assets shall give arigb an increase in resources
incorporating economic benefits.

- Contingent liabilities - potential obligations ams from past events and the
existence of which might only be confirmed by thecwrence or not of one or
more future events that are not fully under thetmdrof consolidated entities. They
include existing obligations of the consolidateditess, in case it is not likely that
an exit of resources incorporating economic bemefiill be necessary for
settlement. According to accounting standards,ticgent liabilities are not
recognized in the books, and the effects thereotilshonly be disclosed in the
explanatory notes.

Provisions quantified based on the best informagiomilable on the consequences of the
event that has given origin to them, and revisedl adjusted at the end of each year are
used to supply specific obligations for which thegve been originally recognized.
Provisions are totally or partially reverted wherels obligations do not exist anymore or
are reduced.

Provisions for contingent liabilities, commitmengspvisions for taxes and other legal
contingencies, and other provisions include the@evaf provisions recognized to cover
tax and legal contingencies and labor and civilsiawe and other provisions recognized
by consolidated entities.

S) Recognition of income and expenses.

The most significant criteria used by BICBANCO #&xognize its income and expenses
are summarized as follows:

I. Interest income and expenses and the like

Income and expenses on interest and similar aogneged by the accrual basis, utilizing
the effective rate of interest method.
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ii. Commissions, fees and similar items

Fees and commissions income and expenses are izsgn the consolidated income
statement, using criteria varying according to rtheature. The main criteria are the
following:

- Income and expenses on fees and commissions, delaténancial assets and
financial liabilities measured at the fair valueailigh profit or loss, are recognized
upon payment.

- Those arising from transactions or services performuring a period of time are
recognized throughout the life of such transactmmservices.

- Those related to services rendered in one timerecegnized upon execution
thereof.

ili. Non-financial income and expenses
Are recognized for accounting purposes by the atdrasis of accounting.
t) Financial guarantees.

Financial guarantees are defined as agreementsgthrahich an entity undertakes to
make specific payments on behalf of a third partgdse the third party does not make it,
independently of the several legal forms they migke, such as, guarantees, irrevocable
documentary credits issued or guaranteed by thiy eeiic.

BICBANCO initially recognizes the financial guaraes rendered in liabilities in the
consolidated balance sheet at fair value, thainiggeneral, the present value of fees,
commissions and interest receivable from theseeaggats during the term thereof, and
concurrently it recognizes in assets in the codatdid balance sheet the value of fees,
commissions and interest receivable at presentvalu

Financial guarantees, independently of guaramstruments or other circumstances, are
periodically revised for determination of the ctetlk to which they are exposed to, and,
as the case may be, to consider if a provisioedsired. The credit risk is determined by
application of criteria similar to those establidhfer quantification of losses on non-
recovery on loans and receivables measures atiastdost.

In case a specific provision shall be required fioancial guarantees, the respective
commissions to be apportioned recognized undertfeial liabilities at amortized cost -
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other financial liabilities" in the consolidated |f#ace sheet are reclassified to the
appropriate provision.

As of December 31, 2014 and 2013, no financial gutae rendered has been identified,
the loss of which had been considered likely.

u) Taxes on income.

Income taxes are calculated at the rate of 15%s plu additional 10%, and social
contribution at the rate of 15% for financial imgtions, after adjustments determined by
tax legislation. For non-financial entities, th& tate for social contribution is of 9%.

The expectation of realization of the Bank's taedds, as shown inote 24

Corporate Income Tax - IRPJ expense is recogniredhé consolidated income
statement, except when resulting from a transadicettly recognized in shareholders'
equity, and, in this event, the tax effect is alsmognized in shareholders' equity.

Current income tax expense is calculated as the sumurrent tax resulting from
application of the appropriate tax rate to the ldxancome of the year (net of any
deductions permitted for tax purposes), and chamgdsferred tax assets and liabilities
recognized in the consolidated income statement.

Deferred tax assets and liabilities include tempomwdifferences identified as values
expected to be paid or recovered upon differenedsden accounting values of assets
and liabilities, and their respective calculatiomsis, and accumulated tax credits and
losses. These values are measured at the ratestexpge be applied in the period in
which asset will be realized or liability will beylidated.

Tax asset includes the value of all tax assetsified as "current”, value of taxes to be
recovered in the next 12 months and "deferred'yesbf taxes to be recovered in future
exercises, including those derived from tax lossdax credits not utilized.

Tax liability includes the value of all tax liakiks (except provisions for taxes),
classified as "current”, value payable in relatiorincome tax on taxable income of the
year and other taxes in the next 12 months anctfaf", value of income tax payable in
future years.

Deferred tax assets are only recognized for temmpatiffierences in the extent it shall be
deemed likely that consolidated entities will hawuficient future taxable income against
which deferred tax assets might be utilized, anférded tax assets will not result from
the initial recognition (except in a business camakibn) of other assets and liabilities in
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a transaction that shall not affect taxable inconoe the income recorded in the
accounting books. Other deferred tax assets (adetedutax credits and tax losses) are
only recognized in the extent it shall be deemieelyithat consolidated entities will have
sufficient future taxable income against which thaght be utilized.

Recognized deferred tax assets and liabilities@raluated on the date of each balance
sheet in order to determine if they are still estist appropriate adjustment being made
based on evidences obtained in analysis carried out

v) Consolidated statements of cash flows

The terms below are used in the consolidated stttof cash flows and have the
following meanings:

. Cash flows: Inflow and outflow of cash and castuieglents, that are high
liquidity interest earning bank deposits subjecirtsignificant risk of changes in
value.

- Operational activities: main activities generatas income from financial
institutions and other activities that are not ficiag or investment activities.

- Investment activities: acquisition and sale ofeotinvestments not included in
cash and cash equivalents.

- Financing activities: activities resulting in clg@s in the size and composition of
shareholders' equity and liabilities that are rp®rational activities.

In preparing the consolidated cash flow statemieigh liquidity financial applications
that are subject to insignificant risk of changesalue have been classified as "Cash and
cash equivalent".

w) Statements of added value

BICBANCO prepared individual and consolidated stegats of added value in
accordance with the rules of technical pronounceén@?C 09 - Statement of Added
Value, which are presented as an integral patie@financial statements under BRGAAP
applicable to publicly-held companies, whereas un&&S they represent additional
financial information.
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X) Standards, changes and interpretations of standds not yet in effect:

The following pronouncements will be effective fperiods after the date in these
Financial Statements. The Institution did not eatiopt standards and/or changes to
standards presented below.

- Change in IAS 32 — Financial instruments: Presantat

To clarify the requirements of offsetting of finaalanstruments on the Balance Sheet, a
change to IAS 32 was issued. The change mentiaked effect after January 1, 2014.

BICBANCO analyzed the impacts of adopting the faiag standards and changes, and
does not expect significant impacts from adoptunghschanges.

- Changes in IFRS 10 - Consolidated Financial Statesné~RS 12 - Disclosure of
Interests in Other Entities, and IAS 27 - Consdédaand Separate Financial
Statements: investment institutions

The changes in IFRS 10 define an investment eatityrequire any reporting entity that
meets the definition of investment entity not tmsolidate its subsidiaries, but rather to
measure its subsidiaries at fair value through ipmf loss on its consolidated and
separate financial statements.

To be characterized as an investment entity, artiegceentity must:

- Obtain resources form one or more investors in rotde provide them with
professional investment management services.

- undertake with its investor(s) that its corporatepose is to invest resources only
to obtain returns on appreciation of capital armbme from investments, or both.

- measure and evaluate the performance of substgarainbf its investments based
on fair value.

Changes were made due to IFRS 12 and IAS 27 thedduced new disclosure
requirements for investment firms.

Management is analyzing possible impacts of adgpainove-mentioned standards and
changes and, until now, does not expect relevamaats on financial statements
referring to the year ended December 31, 2014.

- Change in IAS 36 - Asset impairment

Such change introduces requirements for disclosieg computation of recoverable
amounts of assets due to the issuance of IFRS 13.
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Identified impacts are related to disclosure ofowerable value and measurement
methodology and did not generate relevant impattsonsolidated financial statements.

- Change in IAS 39 — Financial instruments (Recogniand Measurement)
This change enables the continuation of Hedge Adiog, even though a derivative is
renewed (transferred) to a Clearing, on certairditmms. No material impact from this
change was identified on the consolidated finarstatements of BICBANCO

No material impact from this change was identified the consolidated financial
statements of BICBANCO.
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3. Cash and cash equivalents and reserves at the &dBank of Brazil

2014 2013

Cash 1,606 1,445
Foreign currency deposits 173,429 310,479
Compulsory deposits at the Central Bank of Brazil 98,214 84,522
273,249 396,446
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4. Loans and advances to financial institutions

The composition by rating, type, and currency & balances in the item "Loans and
advances to financial institutions" in the consalall balance sheets is as follows:

2014 2013
Rating:
Loans and receivables 409,853 1,241,850
409,853 1,241,850
Type:
Purchase and sale commitments 22,843 832,800
Interbank deposits 157,703 191,111
Other loans 229,307 217,939
409,853 1,241,850
Currency:
Real 370,652 1,189,661
US Dollar 39,201 52,189
409,853 1,241,850
Changes
Balances at beginning of years 1,241,850 1,842,743
Net purchase (sales) (2,550,503) (665,455)
Interest income 1,718,506 64,562
Balances at end of the reporting periods 409,853 1,241,850

Note 36-bcontains details for the periods of residual matwf loans and receivables.
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5. Debt instruments

The composition by rating, type, and currency efllalances in the item "Debt

instruments" is as follows:

Financial assets for trading
Financial assets available for sale

Type:

Financial assets for trading:
Brazilian government bonds
CcDbB
Debentures
Multimarket fund quotas

Financial assets available for sale:

Brazilian government bonds
NTN
Eurobonds

Currency:
Real
U.S. dollar

Changes

Balances at beginning of years
Net purchase (sales)
Exchange differences

Gains on financial assets

Balances at the end of reporting periods
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2014 2013
2,625,367 275,430
976,894 1,128,907
3,602,261 1,404,337
2,625,367 275,430
2,563,817 220,023
0 6

0 41,492

61,550 13,909
976,894 1,128,907
976,894 1,128,907
962,336 1,103,569
14,558 25,338
2,625,367 275,430
976,894 1,128,907
3,602,261 1,404,337
1,404,337 1,588,971
2,037,602 (266,098)
(1,245) (6,980)
159,530 88,444
3,602,261 1,404,337
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6. Equity instruments

The composition by rating and type, of the balanodbke item "Asset instruments" is as
follows:

a) Breakdown

2014 2013
Rating:
Financial assets for trading 1,867 3,850
1,867 3,850
Type:
Shares of domestic companies 1,615 3,598
Other financial assets 252 252
1,867 3,850

Nota 36-b contains details on residual maturity periodsioéricial assets for trading,
equity instruments.
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7. Derivative financial instruments

The details per type of inherent risk, of the markalue of tradable derivatives are

shown as follows:

a) Breakdown of fair value by risk factor

2014
Reference value Receive Payable

Derivatives
Swap contracts

CDI x DOLLAR 98,291 34 5,126

BIC x CDI SHARES 26,249 2,188 2,935

DOLLAR x CDI 1,001,483 594,677

DOLLAR X FIXED RATE 1,590 381

EURIBOR x CDI 6,857 2,840

LIBOR x CDI 79,872 38,820

Mark-to-market 5,239 (461)
Subtotal 1,214,342 644,179 7,600
Forward contracts/Non-deliverable forwards -
NDF

Forward sale/NDF - Bank 166,186 1,121 4,592

Forward purchase/NDF - Bank 136,133 4,973 313
Subtotal 302,319 6,094 4,905
Total Portfolio 1,516,661 650,273 12,505
Currency:
Interest 185,020 41,693 5,126
Foreign currency 1,305,392 601,152 4,905
Shares 26,249 2,188 2935
Other 0 5,239 (461)
Total 1,516,661 650,273 12,505
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2013
Reference value Receive Payable
Derivatives
Swap contracts
CDI x DOLLAR 20,854 18 1,327
BIC x CDI SHARES 71,861 17,689 36
DOLLAR x CDI 1,036,982 407,705 -
DOLLAR X FIXED RATE 2,540 262 -
EURIBOR x CDI 43,368 18,072 -
IPCA x CDI 100,000 16,001 -
LIBOR x CDI 406,838 135,558 -
PRE x CDI 938 - 27
Mark-to-market - 32,363 137
Subtotal 1,683,381 627,668 1,527
Forward contracts/Non-deliverable forwards -
NDF
Forward sale/NDF - Bank 38,390 443 1,810
Forward purchase/NDF - Bank 12,595 1,853 214
Subtotal 50,985 2,296 2,024
Total Portfolio 1,734,366 629,964 3,551
Currency:
Interest 471,998 153,648 1,354
Foreign currency 1,090,507 410,263 2,024
Price indexes 100,000 16,001 -
Shares 71,861 17,689 36
Other - 32,363 137
Total 1,734,366 629,964 3,551

Note 36-bcontains details for the periods of residual matwf derivatives.

54



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

The Bank operates with traditional derivatives maked to meet client needs and to
practice its risk management policy, as a form ofimizing risks arising from financial
transactions. The derivatives traded are acquoetio basic functions:

= Hedge - to hedge a structural portfolio. BICBANCGBategy with these
transactions is related to a "business hedge", motintention of applying hedge
accounting. Swap transactions are included under rthtion, used to protect
interest rate and foreign currency risks in ovesgaading.

= Trading — as an instrument to assume proprietadlyrish management positions
with regard to derivatives traded with clients, adnat managing market risks
arising basically from fluctuations in interesteaforeign exchange, and asset
prices.

BICBANCO operates with derivative financial instranms as part of a list of services
provided to its clients and to meet its own ne&dsannection with the management of
market risks, arising basically from normal misnha€ between currencies, interest
rates, indices, and terms of its asset and ligbtliansactions. Derivative financial
instruments represent future obligations of a awyeor indexator exchange, or the
purchase or sale of financial assets subject tedefieed contractual dates and
conditions.
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8. Loans and advances to clients

a) Breakdown

The composition by rating of the balances in teenit'Loans and advances to clients" in
the consolidated balance sheets is as follows:

Description 2014 2013
Loans and advance to clients

Advance to depositor - 330
Working capital 4,584,027 5,736,187
CDC 547,385 296,919
Overdraft protection (cheque especial) and secured

account 445,957 840,826
Other Loans - Debt Composition 473,834 251,467
Payroll loan 803,015 761,406
Guarantees 5,161 847
Consumer financing 328,878 474,487
Import/Export financing 2,229,488 1,758,190
Real estate 2,018 2,298
Other loans 1,717 342,499
Rural 116,867 145,363
Discounted securities 227,380 6,600
Total loans and advances to clients 9,765,727 10,617,419

Lease transactions comprise the "Financing to gapson” balance.
Note 36-bcontains details for the periods of residual matwf loans and receivables.

There are no loans and advances to clients of ssipresums without defined maturity
dates.

b) Diversification per index

Below follow details by type, activity of borroweand interest rate formula of loans and
advances to clients reflecting the Bank's credk gxposure in its predominant activity,
gross of losses due to non-recovery:

2014
. Prefixed TR/ Others
Type of operation rates CDI TBE Dollar *) Total
Loans and advance to clients 2,143,877 5,799,789 80,115 1,715,395 26,551 9,765,727
Total 2,143,877 5,799,789 80,115 1,715,395 26,551 9,765,727
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(*) Comprised mainly by transactions subject to indices — TILP (long-term interest rate), UMBNDES and
IGPM (general market price index).

2013
. Prefixed TR/
Type of operation rates CDI TBE Dollar Other Total
Loans and advance to clients 2,113,810 6,988,614 23,457 1,469,932 20,388 10,617,419
Total 2,113,810 6,988,614 23,457 1,469,932 20,388 10,617,419

c) Diversification by sector of activity

Sector of activity 2014 2013
Public sector 175,379 241,328
Private sector 8,342,321 9,280,915
Agribusiness 276,792 256,136
Industry 3,981,429 4,286,321
Commerce 1,394,554 1,388,956
Financial intermediaries 67,153 129,379
Other services 2,622,393 3,220,123
Individuals 1,248,027 1,095,176
Total 9,765,727 10,617,419

d) Credit assignment

d.1) Assignment of credit to credit securitization company (formerly related
company)

In the year ended December 31, 2014, there wereradit assignment to credit
securitization company. Working capital credit sactions classified as “transactions
with substantial transfer of risks and benefitsivhich were fully provisioned - were
assigned for the year ended December 31, 2013fingsim the recognition of income in
the amount of R$ 12,121. Furthermore, defaultedicoperations already written-off to
loss were sold, resulting in the recognition ofame in the amount of R$ 21,039.
Assignments were performed considering internaésseents regarding the prospects
for recovery of loans, which are the basis fordesignment price model, and analysis of
a specialized company regarding debtors and conditbf credits were used as a source
of information for said assessments of prospectssimovering loans.

d.2) Credit assignment to non-financial institution
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In the year ended December 31, 2014, loan opestioth substantial transfer of risks
and benefits in the amount of R$ 31,472 (DecemBer/R$ 98,855) were assigned for
legal entities not belonging to the national finahsystem, generating a negative result
of R$ 654 (December/13 - R$ 13,826). Additionatisedit operations already written-off
of losses were sold, generating a profit of R$ 9,8ecember/13 - R$ 6,123).

e) Breakdown of impairment.

The changes in provisions for losses due to noovesy in the balances of the item
"Loans and financing - loans and advances to dieare the following:

Loans and advances to clients

2014 2013
Operations individually assessed 698,038 600,262
Provision for impairment (366,884) (267,037)
331,154 333,225
Operations collectively assessed 9,046,159 10,017,156
Provision for impairment (491,122) (141,403)
8,555,037 9,875,753
Total loans and advances to clients 9,744,197 10,617,418
Total provision for impairment (858,006) (408,440)
Net balance of loans and advances to clients 8,886,191 10,208,978
2,014 2,013
Opening balance of provision for impairment losses 408,442 555,257
Formation/(reversal) of balances against the provision for losses in
recoverable value 957,295 269,521
Write-down of balances against the provision for losses due to the decrease
in recoverable value (507,731) (416,336)
Ending balance of the provision for losses due to the decrease in
recoverable value 858,006 408,442
Recovery of credits offset 16,420 94,535
Credits traded during the period 433,363 232,826
Percentage of provision on credit portfolio 8.81% 3.85%
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f) Analysis of credits individually determined as mpaired,

BICBANCO'’s exposure to credit risk of transactiadhat were individually analyzed as

impaired, higher than R$6.5 million, is mainly iinced by individual characteristics of
each client. However, management considers econperiormance, macroeconomic

and sectorial analyses, and punctuality in paymemd guarantees received in its
evaluation. In addition, the credit risk area morstclients closely and takes actions to
limit its exposure or reinforce guarantees wherseéhzansactions present a particular
economic volatility. BICBANCO establishes the pon for impairment losses that

represents its estimate of expenses incurred widditc transactions. The main

component of this provision is the item of speclbiss related to individual exposure,

which is determined based on expected receipt ofi swedits, considering given or

reinforced guarantees on impairment test base Aatef December 31, 2014 and 2013,
provision for impairment losses in individual assefith loss evidences was R$366,884
and R$138,921, respectively.

g) Operations collectively assessed — Portfolio felg due and renegotiated
operations.

Operations within this group encompass loans andarames to clients with no

outstanding payments for which BICBANCO has notedttd individual impairment

indications, and renegotiated operations or whesmd were renegotiated with clients.
Considering the linearity and regularity of histadi losses particularly identified for
renegotiated operations, BICBANCO formed a collextprovision for impairment for

these assets on December 31, 2014 and 2013. Asxacéniber 31, 2014 and 2013,
provision for losses of collectively evaluated wactions was R$491,122 and
R$141,404, respectively. Average loss percentageanbactions collectively evaluated
is 0.63% as of December 31, 2014 and 0.91% as oéiker 31, 2013.

h) Assets that would represent losses if they hadnbeen renegotiated.

Loan and receivable operations, and debt instrusnesith renegotiated terms refer to
transactions that were restructured owing to thredeeers' declining financial condition,
and those cases in which the Bank made agreemedtsoacessions that it would not
consider in normal market circumstances.

Net formations of allowance for impairment of fimgad assets were sensitized by the
recovery of credits written-off to loss in the amoof R$ 16,420 (R$ 94,536 - 2013). In
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2014, credits in the amount of R$ 474,280 (R$ 232,82013) with an allowance of R$
166,303 (R$ 81,044 - 2013) were renegotiated.
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9. Other loans and receivables.

All the balances of counterparties that are noéntd or financial institutions are
considered "Other Loans and Receivables.”" As ofebder 31, 2014, this item is
composed basically of balances outstanding witbksexchanges (under usual market
terms) and credits granted and not typified asdptotaling the sum of R$ 42,604 (2013
- R$ 35,602).
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10. Other financial assets

The composition of this item's balances is as fadlo

2014 2013
Foreign exchange portfolio (net) 150,935 78,971
150,935 78,971

62



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

11.Assets held for sale

Non-financial assets stated as held for sale azerded in the balance sheet when
actually appropriated or intended for sale. In BKDNECO's case, these assets mainly
refer to property available for sale and receivegayment for debt, which were initially
stated at the lowest value between book and masdtets, less sales costs.

BICBANCO's policy consists in having control ofeat property (though it is not yet in
possession) when it obtains the adjudication oostenrit of public bid or payment in
kind (control of asset), and in the case of vebidlethers this will be based on the
definite sentence (control of asset). At the montleatasset is owned, credit agreement is
written off and accounted for in "Assets Held F&eS at the amount included in an
appraisal report prepared by an expert accredgeBIGBANCO conglomerate, limited
to the debt amount.

The certificate should specify the appraisal datesind the comparison parameters
employed to arrive at the value. The asset shoeilplub up for sale only after settling any
outstanding items (except writ of delivery). It sk be reassessed following the
regulatory term (1 year) plus extensions and thadatory public auction. A provision
for loss should be created or increased wheneeemtirket value (assessment) is below
book value.

Management makes efforts to sell assets held flg@ ®aa maximum of 3 years,
beginning as of the term date, provided that tieereo legal hindrance. If property is not
sold within mentioned period, factors preventing teale will be reviewed and
considered in the process of periodic assessmeatoverable value of the asset.

Any subsequent reductions of the asset's book \sdloald be recorded as losses due to
reduction to fair value, less cost of sale, andukhdoe stated in Statement of

comprehensive income under "Gains (losses) witlkerofissets (net)." Gains and losses
arising from the disposal of assets intended fég should be recorded under "Gains
(losses) with financial assets (net)."

63



B>

BICBANCO

vesde 1036 Notes to the Consolidated Financial Statements - 2014 and 2013

a) Breakdown

Rating:

Assets held for sale

Type:

Machinery and equipment
Real estate

Vehicles

Other

Inventories

Provision for impairment losses

b) Changes

Opening balance

Assets seized
Disposals

Balance at the end of the year

64

2014 2013
244,846 431,946
244,846 431,946

26,078 35,705
282,922 387,887
12,220 11,447
13,805

367

(76,741) (16,898)
244,846 431,946
2014 2013
431,946 405,714
34,065 113,401
(221,165) (87,169)
244,846 431,946
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12.Investments

The composition of this item's balances is as fadlo

2014 2013
Jointly controlled entities - BrasilFactors 4,164 4,848
4,164 4,848

On April 25, 2011, BICBANCO assumed the 40% interies the capital stock of
BRASILFactors S.A, a joint venture that has FIMBaRkC (40%) and International
Finance Corporation - IFC (20%) as its other shaidshs.

The Company's main activities are geared towardtofiag and forfaiting services,
involving the purchase of receivables from the dstineand international markets,
having small and midsized businesses as a targéema

Since it is established as a joint venture, BICBANG@s an entrepreneur, recognizes its
investment in the entity through the equity methamportional to the interest held, i.e.
40%, in the financial statements of the Bank.
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13.Tangible assets

BICBANCO's tangible assets consist in fixed assetsse. BICBANCO has no tangible
assets stated as investment property or leased apdeating lease operations.

As of December 31, 2014 and 2013, BICBANCO asselsss@s due to non-recovery in
the tangible assets groups. In 2014, impairmenselsamounting to R$686 were
detected, as shown in the table below.

Details by types of assets, of the tangible asadtse consolidated balance sheets are as
follows:

Accumulated

Cost depreciation Impairment Net balance
Land and buildings 155,790 (39,357) (212) 116,221
Data processing systems 13,186 (11,121) (707) 1,358
Facilities, furniture and equipment in use 35,103 (21,528) (1,797) 11,778
Leasehold improvements 35,498 (35,498) - 0
Construction in process - - - 0
Other 5,685 (3,665) (39) 1,981
Balances at December 31, 2013 245,262 (111,169) (2,755) 131,338
Land and buildings 164,275 (54,845) (10) 109,420
Data processing systems 12,966 (11,644) (42) 1,280
Facilities, furniture and equipment in use 20,474 (8,914) (615) 10,945
Leasehold improvements 32,132 (32,132) - 0
Construction in process 2,159 - - 2,159
Other 2,880 (984) (19) 1,877
Balances at December 31, 2014 234,886 (108,519) (686) 125,681
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The changes in the "Tangible assets" item in timsa@lidated balance sheets are as
follows:

2014 2013
Cost:
Balances at the beginning of the year 245,262 271,894
Additions 12,127 22
Disposals (22,503) (26,654)
Balances at the end of the year 234,886 245,262
Impairment (686) (2,755)
Accumulated depreciation:
Balances at the beginning of the year (111,169) (122,241)
Additions (3,779) (7,015)
Disposals 6,429 18,087
Total depreciation at yearend (108,519) (111,169)
Net balance of intangible assets 125,681 131,338

Depreciation expenses were stated under “Depreniaind amortization”, in the
statement of income.
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14.Intangible assets

The composition of the item "Other intangible asset as follows:

Estimated
useful life 2014 2013
With defined useful life:
Expenses on software acquisition and development Other 8,555 12,717
Accumulated amortization Up to 5 years (5,664) (9,411)
Without defined useful life:
Agio Sul Financeira 105,190 105,191

108,081 108,497

The changes in the item "Other intangible assetsaa follows:

2014 2013
Opening balances 108,497 109,435
Additions (4,164) 2,984
Amortizations 3,748 (3,922)
Balances at the end of the year 108,081 108,497

Depreciation and amortization expenses were indudeder "Depreciation and
amortization”, in the statement of income.

BICBANCO assessed losses due to non-recovery inintaagible assets groups.
Impairment losses were not detected in these agsetsalyzed base date.

a) Business combination (Intangible assets)

In accordance with its strategy of expanding itsaficing activities, BICBANCO

acquired 100% of the equity capital of Sul Finarees.A. Crédito, Financiamento e
Investimento. The transaction was approved by @esBank of Brazil conditioned to a
R$ 150,000 capital contribution, made on June 1,02®n which date the entity's
transfer of control took place. The key activity &l Financeira is in the retail area,
chiefly by granting payroll-based loans to indivadi
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The goodwill of R$ 105,190, represented by the sxdair value in the consideration
paid to former controlling shareholders and the failue of shareholders' equity, is
based on the expected future profitability from sfreergy between BICBANCO and Sul
Financeira. This expectation is duly supported lbgpert of specialized company.

The recorded goodwill is subject to a recoverabilést once a year, or more often if
there is an indication of reduction in the recobézasalue of the asset, and was allocated
to cash generating units identified in accordanite eperating segments (Note 37).

The basis used for the recoverability test is tldues in use, and for this purpose
Management estimates the cash flow that is sutjestveral factors, such as: (i) macro-
economic projections of the interest rate, inflafi@nd others; (ii) National financial
system's behavior and growth estimates; (iii) iasesl costs, returns, synergies and
investment plan; (iv) client behavior; and (v) gtbwates and adjustments applied to
perpetuity flows. The adoption of these estimategolves the probability of the
occurrence of future events and changes in onéesfet factors could have a different
result.

Based on the aforementioned assumptions no goodedibverable value loss was
identified in 2014.

Sul Financeira S.A. Crédito, Financiamentos e Investimentos 105,190
105,190

Operating segment:

Retail 105,190
105,190

Retail

Main assumptions:

Evaluation basis Value in use: cash flows
Cash flow projection period (1) 10 years
Growth rate in perpetuity 5.0% p.a.
Discount rate (2) 17.53%

(1) Cash flow projections are based on internalgeticand on management's growth
plans, taking into account historical data, expemta and market conditions such as
industrial growth, interest rate and inflation ixds.

(2) The discount rate is calculated with basishendapital asset pricing model (CAPM),
considering the method for calculation: KE = RB.¥RM - RF) of the factors described
below:

69



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

Rr BMF Reference Rate for 10 years in Dec-12
(BMFBovespq) 11.77%
Beta Adjusted Beta (Scholes & Wiliams model) per
liquidity/size of BICB4, 5Y, weekly returns (FBM) 0.96
Rm— RF Implicit market premium, DEC-12 6.0%
(Damodaran/NYU)
Ke BRL Cost of own capital in nominal - reais 17.53%

A sensitivity test was conducted for the main agsiions that could have reasonable
changes, and no loss in goodwill recoverable valag identified.
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15. Other assets

a) Breakdown of “Other assets” balance is as follows:

2014 2013

Dividends receivable 18 18
Salary advances 1,492 5,200
Advances for payments on our account 3,345 84
Other payments 4,920 6,539
Prepaid expenses 65,193 48,674
Sundry receivables 28,671 44,411
Sundry accounts 464 29,484
104,103 134,410
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16. Financial institution deposits

The composition by rating, counterpart, type, amaency of the balances in these items
is as follows:

2014 2013
Rating:
Financial liabilities at amortized cost 2,018,873 465,628
2,018,873 465,628
Type:
Interbank deposits 401,990 422,294
Obligations related to purchase and sale
commitments 1,614,644 41,101
Other banks 2,239 2,233
2,018,873 465,628
Currency:
Real 2,018,873 465,628

As of December 31, 2014 and 2013, BICBANCO's owrtfplio contained no linked
debt instruments as guarantee of repurchase agneeme

Note 36-b contains details on residual maturity periods ofaricial liabilities at
amortized cost, deposits from financial instituson
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17.Client deposits

The composition by rating, type, in the item “Clieleposits” is as follows:

2014 2013

Rating:
Financial liabilities at amortized cost 6,306,139 6,765,907

6,306,139 6,765,907
Type:
Time Deposits 6,040,543 6,267,921
Demand deposits 217,298 346,599
Savings deposit 12,834 14,288
Other deposits 21,975 137,099
Correspondent accounts 10,332
Foreign currency deposit 3,157

6,306,139 6,765,907
Currency:
Real 6,302,982 6,765,907
US Dollar 3,157

6,306,139 6,765,907

Note 36-b contains details on residual maturity periods ofaricial liabilities at
amortized cost, deposits to clients.
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18. Securities issued

The composition by rating, type, and currency @& balances in the item "Securities
issued" is as follows:

2014 2013
Rating:
Financial liabilities at amortized cost 855,966 1,041,281
Other liabilities at fair value through profit or loss 929,835 823,215
1,785,801 1,864,496
Type:
Financial liabilities at amortized cost
Securities issued abroad 109,453 178,954
Domestic currency funds 746,304 861,853
Liabilities due to acceptances of tradable notes 209 474
855,966 1,041,281
Other liabilities at fair value through profit or loss
Securities issued abroad 929,835 823,215
929,835 823,215

Note 36-b contains details on residual maturity periods ofaricial liabilities at
amortized cost, obligations due to securities.

The composition by currency of denomination of itesn's balance is as follows:

Currency of denomination 2014 2013
Real 746,304 861,854
US Dollar 1,039,497 1,006,311
Balances at the end of the year 1,785,801 1,868,165
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19. Subordinated debts

Details of the balance of "Subordinated debt" aréodows:

Rating:

Other liabilities at fair value through profit or loss
Financial liabilities at amortized cost

Type:

Other liabilities at fair value through profit or loss

Foreign securities
Eurobonds

Financial liabilities at amortized cost
Subordinated CDB

Details by currency of denomination of the balaotéSubordinated debt" are as

2014 2013
892,515 760,022
263,291 232,270

1,155,806 992,292
86,308 133,764
806,207 626,258
892,515 760,022
263,291 232,270
263,291 232,270

follows:
Currency: 2014 2013
US Dollar 892,515 861,854
Real 263,291 1,006,311
1,155,806 1,868,165

Note 36-bcontains details on residual maturity periodsutfasdinated debts at each

yearend.
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20.Domestic borrowings

The composition of the item "Liabilities due to destic loans" is as follows:

2014 2013
Rating:
Financial liabilities at amortized cost 89,403 89,252
89,403 89,252
With:
Obligations due to onlending - Other official institutions 78,069 74,621
Other funds and programs 11,334 14,631
89,403 89,252
Currency:
Real 89,403 89,252
89,403 89,252

Note 36-b contains details on residual maturity periods ofaricial liabilities at
amortized cost, obligations due to domestic loans.
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21.Foreign borrowings

The breakdown of the balances in the item "Foregmowings" is as follows:

2014 2013
Rating:
Financial liabilities at amortized cost 1,789,191 1,742,528
Other liabilities at fair value through profit or loss 223,581 680,507
2,012,772 2,423,035
With:
Financial liabilities at amortized cost
Import/export financing 1,728,612 1,645,439
Foreign onlendings 49,098 76,622
Other liabilities 11,481 20,467
1,789,191 1,742,528
Other liabilities at fair value through profit or loss
Import/export financing 20,264 35,893
Foreign onlendings 203,317 644,614
223,581 680,507
Currency:
US dollar 2,012,772 2,423,035
2,012,772 2,423,035

Note 36-b contains details on residual maturity periods ofaricial liabilities at
amortized cost, obligations due to foreign loans.
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22.0ther financial liabilities

Refer to the value of FIDCs senior quotas recowredabilities in FDICs consolidation
process.

2014 2013

FIDIC obligations - 199,724

199,724

Note 36-b contains details on residual maturity periods ofaricial liabilities at
amortized cost, other financial liabilities.
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23.Provisions

BICBANCO and its subsidiaries are parties in lawsand administrative proceedings
arising from the normal course of business, invajvissues of a civil, labor, fiscal, and
welfare nature.

a) Liabilities of a civil, labor, and fiscal nature

Based on information from its legal advisors, oramaiations of outstanding court

proceedings, and on the background of losses ior lEsues, Management created a
provision for contingent liabilities of an amouneaimed to be sufficient to cover

estimated losses in the lawsuits in progress.

b) Legal obligations and contingent liabilities clas$ied as probable losses

Legal liabilities and contingent liabilities statad likely losses are fully stated, the most
relevant being:

b.1) CSLL x Equal treatment claims the suspension of CSLL payments for the
base period from 2008 onwards, in connection whith tate increase from 9%
applied to other legal entities, to 15% appliedinancial institutions, in view of
non-compliance with the constitutional principal efjual treatment.The
involved amount is under a judicial deposit.

b.2) COFINS x Law No. 9.718/98claims payment of the contribution as of
November 2005, based on the calculation provide@omplementary Law no.

7170, in view of the unconstitutionality of expandi the calculation basis

provided for in Law 9718/98.

b.3) PIS x Law No. 9.718/98:.claims payment of the contribution as of
November 2005, based on the calculation provide@omplementary Law no.

7/70, in view of the unconstitutionality of expandi the calculation basis

provided for in Law 9718/98.

b.4) PIS tax - Constitutional amendment 17/96:claims to annul the
requirement for the retroactive PIS tax and forOad@y period from March 7,
1995 to June 07, 1996, in view of principles agaiaoactivity and 90-day time
limit and to ensure the right to calculate and pay PIS tax on gross operating
income, understood as that arising solely fromptavision of services and sale
of goods as established in article 44 of Law Nd@6464, in article 12 of Decree-
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Law 1587/77 and in article 226 of Decree 1041/94e Bmount involved was
placed in a judicial deposit.

b.5) PIS tax - Constitutional amendment 17/97:.claims to annul the
requirement for the retroactive PIS tax and forOad@y period from November
25, 1997 to February 23, 1998, in view of princgpégainst retroactivity and 90-
day time limit and to ensure the right to calculated pay the PIS tax after
February 23, 1998 in accordance with Complemeritavy No. 7/70.

b.6) INSS — Sundry/Autonomous/Managementclaims to offset undue tax
payments since the Federal Supreme Court has dédclanconstitutional the
words "entrepreneurs” and "autonomous" since theseviound to lack support
under Federal Constitution article 195.1, which, tilurthe Constitutional
Amendment No. 20/98, established that social doution taxes were due only
on the payroll, gross sales and profit. The amaowblved was placed in a
judicial deposit. Decision fully favorable and upaglable in the 1st semester of
2013. Awaiting full deposit in court.

c) Contingent liabilities classified as possible losse
c.1) Tax and social security processes

Contingent liabilities stated as likely losses m@nitored by the institution and are based
on opinions by legal counsel, with regard to eathhe lawsuits and administrative
proceedings. Hence, pursuant to the rules in faeg likely losses are not recognized in
the accounting records, and these are composechbwsif the following issues:

Withholding income tax on interest remittances to éreign countries - amount
involved, R$ 10,101:claims to offset the unduly withheld amounts of hkiblding
income tax on remittances of interest to foreignntdes, against the same corporate
income tax, as allowed by article 39 of Law No. @2®&, and excluding restrictions
contained in Circular Letters 2269/92 and 2372/88 @ommunication 2747/92, which
placed a condition that the zero income tax ratpires observance of minimum
amortization periods, considering that conditionaaslear violation of legal principles.
The amount involved was placed in a judicial deposi

ISS - Service Tax - Sao Paulo - Taxed services - r@xtness of levying the service
tax on services listed in the attachment to compleemtary law No. 56/87- involved
amount of R$ 16,489:claims to discontinue the charges of the servigeldgied on
supposed income from provision of taxable servines expressly included in the list of
services attached to complementary law No. 56/8ih the allegation that the list
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contains mere examples, contrary to understandikgnt for granted at the Superior
Court of Justice, which adopts the interpretatioat tonly the listed services are taxed.
The amount involved was placed in a judicial deposi

Allowance for doubtful accounts of 1994 - involvecamount R$ 18,285:claims to
deduct, from the calculation of income tax and alocontribution on net income, for the
tax base year of 1994, the expense related toettimg up of the Allowance for loan
losses, as specified by the National Monetary Cibamcl the Central Bank of Brazil, as
allowed by Resolution No. 1748/90 and subsequerinadments, and dismissing, due to
unconstitutionality and unlawfulness, the provisadrarticle 43, paragraph 4, of Law No.
8981/95. The amount involved was placed in a jadlideposit.

INSS - Payment differences - amount involved R$ 1844: determined in the
inspection process, were included in the Refisfiaw 11941/2009, in the form of cash
payment upon conversion of court deposit in incavhéhe Federal Governmenthe
amount involved was placed in a judicial deposit.

INSS - Profit Sharing of Directors - amount involvel R$ 57,884 pleads cancellation
of alleged INSS debt for the base periods of 2@0BXL1 generated by Tax Assessment
Notice since the debts regarding the taxable ewbatsoccurred up to 10/10/2006 have
already elapsed and also because it does not &texal Security Tax on profit under
the terms of Article 7, XI of the Federal Consibat and Article 28, 8 9, j, of Law
8812/1991.

INSS - Indemnified Previous Notice - amount involveé R$ 1,069:pleads rejecting the

requirement of INSS tax on amounts paid to empleyeeindemnified Previous Notice
in the face of legal nature of indemnity and, tfeme not subject to Social Security
contribution provided for in article 22, paragrdplnd Article 28 of Law 8212/2009.

Law 12,865/13 (conversion of Provisional Measurg/BQ13) was enacted on October 9,
2013, which among other provisions, provides fer aption for joining the new payment
arrangements or installment payment of federaldiebts. Management of BICBANCO,

after consultation with its legal advisors, decided to include its debts in the Refis IV
program since it understands that the likelihood d&vorable outcome for this matters
continue.

c.2) Labor lawsuits

BICBANCO is party to 95 (Dec/13 - 94) labor lawsuitevaluated as having a
probable risk, which have been fully accrued andamhto R$ 17,533 (Dec/13 - R$
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13,522). BICBANCO has 121 lawsuits (Dec/13 - 12@hwhe indemnities claimed
rising to R$ 41,618 (Dec/13 - R$ 20,564), which sta&ed as a likely risk, and no
provisions were formed for these cases. Accordingrt estimate by legal counsel,
the maximum sum of reparations for these lawsuitgdse of losses will be R$
14,412 (Dec/13 - R$ 11,157). Contingencies relatawsuits discussing labor claims
referring to labor law that is specific of the me$ional category, such as overtime,
salary equalization, additional payment due tosfanand other.

c.3) Civil lawsuits

BICBANCO is party to 2,861 civil lawsuits (Dec/132;887) evaluated as having a
probable risk, which have been fully accrued andw@amhto R$ 71,908 (Dec/13 - R$
34,837). BICBANCO has 614 lawsuits (Dec/13 - 652)hwthe amounts claimed

rising to R$ 883,576 (Dec/13 - R$ 696,308), whioh stated as a likely risk, and as
such, no provision was formed. According to anneste by legal counsel, the likely
sum of reparations for these lawsuits is R$ 355(D@&t/13 - R$ 264,540). In general
the contingencies are the result of contract remsiand indemnities for material
damages and pain and suffering, mostly under tleei8pCivil Court.
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d) Changes in provisions for legal obligations and cdimgent liabilities,

classified as probable losses:
CONSOLIDATED BICBANCO

Description 2013 Addition Reversal Usage 2014
Civil 34,837 45,606 (3,814) (4,721) 71,908
Labor 13,522 8,865 (463) (4,391) 17,533
Subtotal 48,359 54,471 (4,277) (9,112) 89,441
Tax and social security 2013 Addition Reversal Updating 2014
CSLL - Equal Treatment in Rates - 2008 onwards 110,665 - - 8,082 118,747
PIS - Gross Operating Income - EC 10/96 and EC 17/97 11,446 - - 316 11,762
PIS - Expansion of Calculation Basis - Law 9718/98 60,049 3,835 (100) 4,705 68,489
COFINS - Expansion of Calculation Basis - Law 9718/98 369,792 24,702 - 30,387 424,881
Service Tax (ISS) - Non taxed Services - LC No. 56/87 947 - - 488 1,435
ISS - Lease transactions outside the head office 347 - (188) - 159
Subtotal 553,246 28,537 (288) 43,978 625,473
Total 601,605 83,008 (4,565) 34,866 714,914

In the case of the above-described contingenciBSBBNCO made a judicial deposit
(Note 11 - Other receivables - Sundry) totaling&#7 (2013 — R$ 8,967), of which for
civil lawsuits R$ 13,067 (2013 — R$ 10,880) - fabdr lawsuits, and R$ 207,595 (2013 —
R$ 198,019) for tax lawsuits, these values wemcated under “Loans and Advances to
Financial Institutions”.
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24.Current income tax

Notes to the Consolidated Financial Statements - 2014 and 2013

a) Statement of calculation of income tax and sociabatribution charges

Total charges for the fiscal year may be reconith book profits as follows:

Income before tax on profit
(-) Interest on own capital
(-) Profit sharing
Calculation basis

Temporary additions
Permanent additions

Exclusions

Taxable Income and CSLL calculation basis

(+) Negative taxable result of consolidated
companies

(-) Offsetting of tax loss / negative calculation basis
of social contribution

Taxable Income and CSLL calculation basis
Charges at the rates of 15% for Income Tax and
Social Contribution

10% IR Surtax

Current taxes

Reconciliation of Income (loss)

Current taxes

Tax deductions (fiscal incentives)

Income tax and deferred CSLL
(=) Provision for income and social contribution
taxes

Formation of tax credits (on temporary additions)
Setting up of tax credits (without tax loss
carryforwards)

Realization of tax credit (Reversal of temporary
additions)

Realization of tax credits (without offsetting of tax
loss carryforwards)

(=) Net effect of tax credit
Total
Income and social contribution taxes

2014 2013
Income tax CS Income tax CS

(952,141) (952,141) (40,989) (40,989)
- - (52,000) (52,000)
- - (8,571) (8,5671)
(952,141) (952,141) (101,560) (101,560)
1,485,612 1,485,620 667,240 667,053
166,354 158,487 157,061 148,490
(674,245) (712,449) (838,405) (842,640)
25,580 (20,483) (115,664) (128,657)
364,796 372,280 122,528 129,727
(28,384) (9,780) (31,324) (15,753)
361,992 342,017 (24,460) (14,683)
8,230 5,234 8,780 10,247
5,463 - 5,830 -
13,693 5,234 14,610 10,247
13,693 5,234 14,610 10,247
(13,486) (2,236) 7,091 5,225
207 2,998 21,701 15,472
(293,246) (177,954) (185,048) (111,222)
(91,199) (55,842) (30,632) (19,459)
128,384 77,028 151,195 90,577
7,096 1,467 7,832 2,363
(248,965) (155,301) (56,653) (37,741)
(248,758) (152,303) (34,952) (22,269)
(401,061) (57,221)
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a. Effective tax rate calculation

Effective tax rates are as follows:

2014 2013
Income (loss) before taxes (952,141) (40,989)
Current income tax (Note 24.a) (18,927) (24,857)
Effective rate 1.99% 60.64%

The effective tax rate differs from the prevailirge applied to the calculation of income
tax, as per additions and exclusions presentedwelo

2014 Rate
Income before income tax (951,457)
Income tax at effective rates (380,583) 40%
Additions and exclusions in tax calculation:
Gain on foreign branch (8,563)
Profit sharing (7,867)
Non-deductible expenses - Deposit restatement (2,622)
Other non-deductible permanent additions (1,152)
Income tax for the year (401,061) 42%
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b) Income and social contribution taxes — current

Breakdown of “Current income tax” balances:

2014 2013
Income and social contribution taxes recoverable 96,185 113,439
Income and social contribution taxes on profits (27,409) (33,822)
Income and social contribution taxes on salaries (11,090) (11,135)
Other 5,500 (3,136)
Total current income and social contribution taxes (*) 63,186 65,346

(*) In the year ended December 31, 2014 and 20ime tax and social contribution
net amounts of R$63,186 and R$65,346, were distlaseassets and liabilities,
respectively, under caption "Income tax - current”.

c) Deferred taxes

Breakdown of "Deferred taxes" Assets/ (Liabilitiesps follows:

2014 2013

Tax credits 1,029,715 615,894
Deferred liabilities

Income and social contribution taxes on MTM positive adjustment (8,211) (14,000)

Income tax on excess depreciation (30,554) (40,313)

(38,765) (54,313)

Total deferred taxes 990,950 561,581

d) Realization of the credits

Based on a technical study, it was possible tanedé the generation of future taxable
income over which the tax credits will be realiz€dr the tax credits existing as of the
balance sheet date, the following realization paeges were estimated: 34.4% up to
December 2015, 31.5% up to December 2016, 3.9% Wpetember 2017, 1.0% up to
December 2018, 27.7% up to December 2019, 0.2% Wpetember 2020, 0.2% up to
December 2021, 0.2% up to December 2022, 0.2% Detember 2023 and 0.7% up to
December 2024.

The tax credit record and its maintenance depentherrealization of future taxable

income, based on technical studies, and the ddfé¢are asset is recognized only to the
extent that it is probable that future taxable pnafll allow the deferred tax asset to be
recovered over time.
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Management believes that the efforts made in tinergéion of future taxable income, as
shown in the aforementioned technical study, wi# bufficient to support the
maintenance of the record of tax credits.
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25. Other liabilities

The breakdown of the balance of "Other liabilitiesas follows:

2014 2013

Dividends payable 914 914
Bonuses and profit sharing payable 440 400
Liabilities due to acquisitions of assets and rights 12,711 12,711
Personnel expenses 17,708 14,010
Other administrative expenses 4,146 5,671
Other payments 30,596 45,973
Sundry creditors - domestic 95,539 7,241
Prepaid revenues 26,099 20,196
188,153 107,116
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26. Shareholders' equity

a) Capital

The Bank’s capital is R$2,012,810 and is dividet iR52,903,569 nominative shares,
being 160,206,833 common and 92,696,736 prefetades, with no par value, fully
paid and homologated by the Central Bank of Brazil.

The composition of paid in capital ratified by CahtBank of Brazil is displayed in the

table below:
Shares
2014 2013
Common Preferred Total Common Preferred Total
Local residents 160,206,832 60,174,926 220,381,758 160,206,832 60,174,926 220,381,758
Foreign residents 1 32,521,810 32,521,811 1 32,521,810 32,521,811
Total shares 160,206,833 92,696,736 252,903,569 160,206,833 92,696,736 252,903,569
Total reais 867,955,095 566,250,703  1,434,205,798 867,955,095 566,250,703  1,434,205,798

b) Treasury shares

The Management of BICBANCO, in view of decisionsBafard of Directors' meetings,
authorized the repurchase of shares issued by #m&k B hold them in treasury and
subsequent cancellation.

On July 6, 2011, Management was authorized to obyaise shares in the period from
July 6, 2011 to July 5, 2012, without reducing tagital, up to the limit of 10% of the
outstanding registered preferred shares, i.e., wp6,879,540 shares (4th Share
Repurchase Program).

Effects of Article 21 of CVM Instruction 10, fromeBruary 14, 1980, are:

1) The purpose of authorizations decided in Board okddors’ meetings is the
application of resources available, deriving froapital reserve;

2) From January 1, 2011 to December 31, 2011 the Bmutjuired a total of
6,879,540 nominative shares in the amount of R$%B, The average costs of
repurchased shares was of R$ 8.52 per share,gheshicost was R$ 9.70 and the
lowest cost was R$ 6.96.

3) The market value of the shares as of December 814 2vas R$ 5.70
(December/13 — R$ 7.39).
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In the first semester of 2014, BICBANCO transfersbdres issued by itself, which were held
in treasury for managers as payment of the podiamriable remuneration for the year 2013
(307,188 shares) and in the first semester of 2002012 (173,834 shares) by means of
delivery of shares, in accordance with Resoluti®B10, in the amount of R$ 2,042 (Jun/13
- R$ 1,086) at an average cost of R$ 7.82 (JunA$B 6.25). (See note 16.b).

The treasury shares recorded the following transa€in the year:

In thousand of Number of
Description reais shares
Closing balance at 12/31/2013
Repurchase of shares (4t program) 57,507 6,705,706
Share-based payment - Resolution No. 3,921/10 (2,402) (307,188)
Closing balance at 12/31/2014 55,105 6,398,518

c) Interest on own capital and dividends

Shareholders are entitled to minimum dividendsesgonding to 25% of net income for
the year, in accordance with the applicable cotedemislation.

2014 2013
Net income (BRGAAP - Corporate Law) (735,158) 61,256
Legal reserve - (3,063)
Calculation basis (735,158) 58,193
Interest on own capital - 52,000
IRRF - 15% - (7,800)
Dividends
Paid amount - 44,200
% on calculation base 0.00% 75.95%

d) Reserves

Legal reserve— The constitution of the legal reserve is eq@mtlto 5% of the net
income, limited to 20% of the capital stock.

Statutory Reserve - The constitution of the stajut@serve was made through the
allocation of the remaining net income for the pdsi ended, less the constitution of legal
reserve, dividends and interest on own capital,isnplurpose is to strengthen the Bank's
capital and working capital upon accumulation ahaiing profits not distributed to
shareholders..
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27.Guarantees provided

BICBANCO offers many guarantees for their cliedsrmprove their credit position and
become competitive. The following table shows h# guarantees as of December 31,
2014 and 2013.

As required, the "Maximum Potential Amount of FetuPayments" represents the
notional amounts that could be lost in case oftal wefault of the amounts guaranteed,
without considering the possible recovery of sesetimaintained or provided, or
recoveries in progress. There is no correlationvben these amounts and the possible
losses on these guarantees. It is a fact thatNfaxilum Potential Amount of Future
Payments" exceeds substantially the inherent losses

Maximum potential amount of future payments 2014 2013

Guarantees provided

Sureties and guarantees 2,472,199 2,145,362
Export Performance 1,685,203 1,871,458
Standby letter 61,873 17,966
Custody 80,031 76,923
Export Billing 1,543,299 1,776,569
Total guarantees provided 4,157,402 4,016,820

Financial guarantees are provided to the Bank&ntdiunder commitments with third-
parties. The Bank has the right to charge fromciisnts the reimbursement of any
amount payable by the Bank in relation to thesaauaes. In addition, money or any
other high liquidity guarantee can be held in cdsh these commitments. These
agreements are subject to the same credit analysied out when evaluating loans.

The Bank's expectation is that these guaranteegrenaithout the need of making cash
advances. Therefore, during the normal course ainkgs, the Bank expects these
transactions not to have any impact on its liquidits of December 31, 2014 and 2013,
no guarantees provided by BICBANCO and whose egergias considered "probable”
were detected. Bearing this in mind, the maximunowmh of the liabilities recorded was

the fair value of the commissions received, whioh r@cognized as income during the
term of the guarantees. No provisions were recotdethake up for these probable
losses.

Performance warranties are issued to guaranteet d@mmitments, such as contract-
specified investments, and to provide specifieddpots, basic products or the
maintenance or guarantee of services to third gmrtcompletion of projects in
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accordance with contract terms, etc. Standby filhrocedit letters include guarantees
for loan, credit facilities, promissory notes ammimenercial acceptance payments. The
Bank always requires surety to grant this type in&ricial guarantee. In relation to
documentary credits, the Bank acts as a mediatopayiments between business
companies located in different countries (impoat operations). In relation to the
documentary loan operations, the parties involveal dith documents instead of dealing
with the products related to these documents. lisubke basic products sold are used as
guarantees of the operation and the Bank can pros@me credit lines. The loan
commitments redeemable by third parties includetnsosdit card lines and business
commitments. The credit card lines can be cancelathterally by the issuer. The
business commitments are to a great extent linge wione-year term subject to
information given by the client.

Risk criteria for the issue of all types of guaes¥, letters of financial credit standby and
documentary credits and all types of executionsrigke, in general, the same used for
other credit risk products and, therefore, areettijo the same admission and tracking
standards. The guarantees granted on behalf alithes are subject to the same review
of credit quality that any other risk product. Rigly, at least once a year, the solvency
of the clients is verified, just as is also veufithe probability that these guarantees be
executed. In case there are any doubts on the rspivef the client, provisions are
debited to net income, in the amount of the inhelesses, even if there are no actions
taken against the Bank.
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28.Interest income and expenses and the like

Interest and the like in the consolidated statenoénihcome (loss) are comprised of
interest accrued in the year on all financial asseith implicit or explicit return,
calculated using the effective interest methodareigss of the fair value measurement
and of the errors in results due to the accourdirftedge. Interest is recognized for their
gross amount, without the deduction of tax withhetldource.

Expenses from interest and similar in the const#idigtatement of income (loss)
comprise interest accrued in the year on all firdn@bilities with implicit or explicit
returns, including compensation in cash, calculatgdg the effective interest method,
regardless of the measurement of fair value.

2014 2013
Interest income and the like 1,718,506 1,836,154
Loans and advances to financial institutions 113,808 64,562
Loans and advances to clients
- Loan operations 1,559,244 1,698,642
Non-impaired transactions 1,513,978 1,653,376
Impaired transactions 45,266 45,266
- Leases 45,454 72,950
Non-impaired transactions 45,454 72,950
Interest income and the like (1,718,336) (1,499,643)
Financial institution deposits
- Interbank deposits (36,532) (38,316)
- Money market funding (14,066) (4,359)
Client deposits
- Savings (933) (806)
- Time (797,404) (649,557)
Securities issued (422,877) (335,355)
Domestic borrowings (43,500) (37,581)
Foreign borrowings (372,110) (402,756)
Commissions for payroll loans (30,913) (30,913)
Net interest income 170 336,511
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29.Income from fee and commissions

The "Fee and commission income" line comprisefeab and commissions accumulated
on behalf of the Bank in the year, except for thibse make up the effective interest rate
on financial instruments.

The breakdown of the balance related to this knghiown below:

2014 2013

Other Income from bank fees - Legal entities 30,380 32,931
Income from guarantees 38,542 31,544
Income from other services 19,343 17,091
Bank fee income - Individual 144 180
Income from investment fund management 545 -
88,954 81,746

The table above shows the balance of fees and cssions, net of ISS (service tax).
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30. Gains from financial assets and liabilities (Net)

Gains (losses) from financial assets and liabditase composed of the amounts of
adjustments from the evaluation of financial instamts, except for those attributed to
interest accrued as results after the applicatibthe effective interest method and
provisions, and of gains (or losses) from the salgurchase of financial instruments.

a) Breakdown

The breakdown of the balance of this line, by tgpastrument, is shown below:

2014 2013
Gains (losses) with:
Financial assets for trading 292,784 238,639
Other assets at fair value through profit or loss 1,798 6,210
Other liabilities at fair value through profit or loss (47,745) (21,087)
With:
Financial assets for trading
Debt instruments 157,733 82,234
Equity instruments 2,684 (9,728)
Derivatives 132,367 166,132
Other assets at fair value through profit or loss
Debt instruments 1,798 6,210
Other liabilities at fair value through profit or loss (47,745) (21,087)
246,837 223,762
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31.Exchange differences (net)

The foreign exchange differences show basically ghens and losses in currency
transactions, the differences arising from the ession of monetary items from foreign
currency into functional currency and gains or éssdisclosed for non-monetary assets
in foreign currency upon alienation.

2014 2013

Gains (losses) with:
Foreign Exchange Variation from assets and liabilities 175,112 158,966
From financial assets:
Loans and advances to clients 4,153 12,715
Debt instrument (1,245) (6,980)
From financial liabilities:
Securities issued (192,513) (200,732)
Foreign borrowings (314,559) (314,559)
Other financial liabilities (foreign exchange portfolio) 679,276 668,522

175,112 158,966
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32.Other operating income (expenses)

In this line of the consolidated statement of inedfoss) are:

2014 2013

Recovery of charges and expenses 4,52 3,452
Compensation program for employees (71,772) (65,124)
Management remuneration (25,196) (25,900)
Reversal of tax contingencies - -
Civil, labor and tax provisions (38,842) (38,842)
Other income (expenses) 113,436 40,340
(17,850) (86,074)
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33.Personnel expenses

The composition of the "Other Personnel Expenses"i$ shown below:

2014 2013

Salaries 138,160 124,000
Benefits 22,163 19,791
Social charges 44,956 42,083
Management fees 14,593 14,892
Other 2,586 2,434
222,458 203,200
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34.Other administrative expenses

a) Breakdown

The breakdown of the balance of this line is alofad:

2014 2013

Property, facilities and materials 43,155 41,533
Technology and systems 17,675 16,576
Advertising 5,153 6,121
Communications 4,066 5,109
Reimbursement and travel expenses 2,344 2,865
Third party services 62,806 61,090
Insurance premiums 1,082 927
Transportation system 2,172 2,660
Expenses of the financial system 12,884 14,762
Other administrative expenses 17,454 16,873
168,791 168,516
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35.Tax expenses

Refers mainly to federal contributions to Taxedrmome (PIS and COFINS) which
amounted to R$ 51,280 (2013 - R$ 67,589).
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36. Other disclosures

a) Third-party securities held in custody

As of December 31, 2014 and 2013, the Bank helthind-party debt bonds or securities
under its custody.

b) Residual maturity

Pursuant to IFRS7 - Financial Instruments - Evidegncwe present as follows the
composition of the financial instruments, cash be¢a cash and cash equivalents, as well
as the corresponding liquidity gap of said assetkliabilities, according to the maturity
brackets.

December 31, 2014
From 3 to 12

Without maturity ~ Up to 3 months months. From 1 to 3years From 3 to 5 years After 5 years Total

Assets:
ge;:zh“and cash equivalents and reserves at the Central Bank of 101,160 172,089 R _ _ _ 273,249
Debt instruments 15,452 58 77,270 937,869 302,164 2,269,448 3,602,261
Equity instruments 1,867 - - - - - 1,867
Derivatives - 2,305 367,747 280,221 - - 650,273
Loans and advances to financial institutions - 155,051 22,354 232,443 - - 409,853
Loans and advances to clients

368,315 3,048,868 2,994,181 2,840,918 87,734 425,711 9,765,727
Other loans and receivables 17,138 3,954 21,612 - - 42,604
Other financial assets - 469,663 753,040 (1,071,766) - - 150,935
Total 486,794 3,365,172 4,218,545 3,241,202 389,898 2,695,159 14,896,769
Liabilities:
Financial institution deposits 2,239 71,412 196,437 231,401 1,379,298 138,086 2,018,873
Client deposits 242,028 1,298,069 2,326,036 2,437,710 2,236 - 6,306,139
Derivatives - 10,524 1,287 694 - 12,505
Securities issued - 240,043 1,305,222 240,534 - - 1,785,801
Subordinated debts - - 13,406 424,140 - 713,260 1,155,806
Domestic borrowings - 55,463 30,800 3,140 - - 89,403
Foreign borrowings - 519,141 820,471 612,460 30,350 30,350 2,012,772
Other financial liabilities
Total 244,257 2,194,652 4,693,659 3,950,079 1,411,943 886,696 13,381,299
Liquidity gap 242,527 1,670,519 (475,114) (708,877) (1,022,045) 1,808,463 1,515,473
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From 3 to 12 From3to 5

Without maturity ~ Up to 3 months months. 1-3 years years After 5 years Total

Assets:

ge:as;‘and cash equivalents and reserves at the Central Bank of 87,505 308,941 _ _ _ _ 396,446
Debt instruments 16,200 6 137,940 986,011 252,497 11,683 1,404,337
Equity instruments 3,850 - - - - - 3,850
Derivatives - 70,243 94,349 304,838 63,187 97,346 629,963
Loans and advances to financial institutions - 945,221 44,729 251,900 - - 1,241,850
Loans and advances to clients - 3,980,500 3,711,539 2,659,921 86,823 178,636 10,617,413
Other loans and receivables - 9,470 4,326 21,806 - - 35,602
Other financial assets - 53,054 25,917 - - - 78,971
Total 107,555 5,367,435 4,018,800 4,224,476 402,507 287,665 14,408,338
Liabilities:

Financial institution deposits 2,233 149,052 44,180 82,507 102,094 85,551 465,627
Client deposits 372,098 942,636 1,532,493 3,798,184 120,491 - 6,765,907
Derivatives - 2,693 858 - - 3,651
Obligations related to securities issued - 387,527 362,602 269,768 21,385 - 1,041,282
Subordinated debts - - 10,062 - 72,968 149,240 232,270
Domestic borrowings - 37,707 25,660 25,885 - - 89,252
Foreign borrowings - 804,039 702,079 149,941 46,321 40,149 1742.529
Other financial liabilities 199,724 - - - - - 199,724
Total 574,055 2,323,664 2,677,939 4,326,285 363,259 274,940 10,540,142
Liquidity gap (466,500) 3,043,771 1,340,861 (101,809) 39,248 12,725 3,868,297

d) Cash and cash equivalents for the cash flow

Cash and cash equivalents 2014 2013
Cash and cash equivalents 175,098 308,503
Investments in the Open market 22,843 832,800
Interbank deposits 50,324 59,901
Investments in foreign currency 39,201 7,301

287,466 1,208,505

e) Commitments assumed for guarantees received aridnding from international
bodies

BICBANCO is a borrower of guarantees from interoadil bodies IDB (Inter-American
Development Bank), IFC (International Finance Coagion) and debtor due to loans
taken from I1IC (Inter-American Investment Corpooali, IDB (Inter-American
Development Bank) and IFC (International Financerp@mtion), for onlending to
Brazilian companies, at terms ranging from 2 toearg, whose agreements require the
maintenance of certain minimum financial indexesaficial covenants) in addition to
the assumption of social and environmental respditgiobligations.

The indicators are monitored and quarterly chediethe aforementioned creditors.

The financial indexes are calculated with basistlo financial statements, which are
prepared in accordance with the Brazilian legistaand the Central Bank standards.

102



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

f) Earnings per share

The basic and diluted earnings per share was e&bolin accordance with the following
tables, for the indicated years.

Basic earnings per share 2014 2013
Net income available for shareholders (551,080) 16,233
Weighted average number of outstanding common shares (thousands) 160,207 160,207
Weighted average number of outstanding preferred shares (thousands) 92,697 92,697
Basic earnings per share attributable to common shareholders (3.44) 0.10
Basic earnings per share attributable to preferred shareholders (5.94) 0.18
Diluted earnings per share 2014 2013
Net income available for common shareholders (336,750) 9,919
Net income available for preferred shareholders (194,846) 5,739
Weighted average number of outstanding common shares (thousands) 160,207 160,207
Weighted average number of outstanding preferred shares (thousands) 92,697 92,697
Diluted earnings per share attributable to common shareholders (2.10) 0.06
Basic earnings per share attributable to preferred shareholders (2.10) 0.06

g) Insurance contracts

The Bank adopts the policy of contracting insuracaeerage for assets subject to risks
for amounts considered to be sufficient to covesngwal claims, considering the nature
of its activity.
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37.Operating segments

According to the international accounting standards operating segment is a
component of an entity:

(a) That operates activities which may generaterme and incur expenses (including
income and expenses related operations with otiraponents of the same entity).

(b) Whose operating results are regularly reviewethe person in charge of making the
entity's operating decisions related to the allocabf funds to the segment and the
evaluation of its performance.

(c) For which the individual financial informatias available.

The Bank has identified, based on these instrustitire following business segments as
being its operating segments:

* Wholesale
* Retall

The Bank maintains as main strategic focus theadip@s in the Wholesale segment.
This segment basically includes the concessionoah loperations with guarantee of
receivables, and the Working Capital is the mosfifable product of this segment. A
significant portion of the wholesale portfolio ispresented by short-term loans that
provide higher liquidity and greater risk control the Bank. Additionally, the Bank
participates actively in the foreign exchange maridose funding is carried out with
international banks.

The Retail segment includes operations of Payadh$ for employees in the public
sector. The Bank has been operating in this séatavver 10 years with history of low
default rates.

Information on the geographical distribution of ante generated from the Wholesale
and Retail segments is not relevant for making siecs at the top management of the
institution. Considering this scenario and also fhet that this information is not
available, BICBANCO chose not to disclose it.

All income shown in the segmentation table weraimlgtd from external clients. In 2014
and 2013 there were no income between the Wholesdl¢he Retail segments.
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The condensed statements of income (loss) and aiigeificant data are listed as
follows. There are no material differences betwientotal of income from the segments
and BICBANCO's accounting result.

Interest income and alike

Interest expenses and the like

Gains (losses) with financial assets and

liabilities (net)
Exchange differences (net)
Net interest income

Equity in income of subsidiaries
Income from fee and commissions
Other operating income (expenses)
Personnel expenses

Other administrative expenses

Tax expenses

Depreciation and amortization

Deductions from recoverable value of
financial assets

Gains (losses) with other assets (net)
Income before taxation

Total assets

Main asset line:

Loans and advances to clients

Total liabilities
Main liability line:

Client deposits

Wholesale Retail 2014 Wholesale Retail 2013
1,526,820 191,685 1,718,506 1,670,805 165,349 1,836,154
(1,622,985) (95,034) (1,718,019) (1,431,561) (68,082) (1,499,643)
246,521 - 246,521 223,762 - 223,762
175,112 - 175,112 158,966 - 158,966
325,468 96,651 422,120 621,972 97,267 719,239
(685) - (685) -1,205 - -1,205
78,875 10,079 88,954 76,699 5,047 81,746
(17,850) - (17,850) (86,073) - (86,073)
(207,615) (14,843) (222,458) (190,255)  (12,945) (203,200)
(149,929) (18,862) (168,791) (134,984) (33,532) (168,516)
(45,305) (5,975) (51,280) (62,219) (5,370) (67,589)
(24,792) - (24,792) (22,155) - (22,155)
(872,725) (24,557) (897,282) (265,343)  (22,777) (288,120)
(50,215) (29,862) (80,077) (66) (5,050) (5,116)
(964,772) 12,631 (952,141) (63,629) 22,640 (40,989)
14,484,108 1,189,444 15,673,552 14,421,186 1,016,777 15,437,963
8,678,207 1,087,520 9,765,727 9,701,676 915,743 10,617,419
12,332,602 1,944,048 14,276,650 12,623,160 889,444 13,512,604
5,272,954 1,033,185 6,306,139 5,899,003 866,904 6,765,907
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38.Related party transactions

BICBANCO's related parties should include partigghvoint control over the entity,
joint ventures in which the entity is an investaidgpost-employment benefit plans to
benefit workers of an entity or any other entityalified as a related party to this entity.

BICBANCO and its direct subsidiaries carry out sactions between themselves, which

were eliminated in the consolidated statement.

The Bank's balances related to transactions wigctdand indirect subsidiaries, related
companies and key personnel from the Managemesharen below:

Credit assignment operations
Fénix Securitizadora de Créditos Financeiros Ltda. (b)

Other receivables - Sundry
Fénix Securitizadora de Créditos Financeiros Ltda. (b)

Demand deposits

Fénix Securitizadora de Créditos Financeiros Ltda. (b)
Golden Key Participacoes e Empreendimentos Ltda. (b)
Primus Holding S.A. (c)

Gemini Holding S.A. (c)

Controllers and key Management personnel (c)

Savings deposits
Controllers and key Management personnel (c)

Time deposits

Fénix Securitizadora de Créditos Financeiros Ltda. (b)
Golden Key Participacoes e Empreendimentos Ltda. (b)
Gemini Holding S.A. (c)

Primus Holding S.A. (c)

Controllers and key Management personnel (c)

LCA
Controllers and Key management personnel (c)

LCI
Controllers and key Management personnel (c)

(a) Subsidiaries and associated companies — direodoect;

(2,693)
(2,693)

Assets / (liabilities)
2014

2013

(b) Controlling shareholders and key management peesonn
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Related party transactions due dates and rates:

LCA transactions were carried out at floating rat€®7% of CDI and fixed rate of 8%,
with final maturity in up to one year. Term depesire remunerated at the average rate
of 106% of CDI (2013 — 106% of CDI), directly reddt to the invested amount, with
final maturity in up to 03 years.

Management compensation

At the annual shareholders’ meeting the maximumreggge compensation for
administrators who are members of the Board of dams, Executive Board and Audit
Committee is established, as well as a ceiling @ministrators' profit sharing for each
year.

CMN Resolution 3,921/10 took effect as of Janudry2D12, determining the minimum
structure of variable remuneration to be paid tee€brs of Financial Institutions, with
the following delimitation: 50% of the variable raneration can be paid in cash; 10% of
the variable remuneration should be paid in shaf&CBANCO, with deliberation and
immediate availability; and 40% of the variable teraration should be paid in shares of
BICBANCO with availability deferred proportionatelyor 03 consecutive years,
contingent upon the attainment, in each one ofehesars, of the individual, team and
corporate targets established in a specific plahichvties the payment of variable
remuneration to the effective positive performan€éhe institution. BICBANCO paid
remuneration in the first semester of 2013 rela®dhe year 2012, following the
provisions of Resolution 3921/10 for payment inhcasmd payment in shares. The
accounting effect is recorded in profit sharing;ading to the statutory limits.

i) Short term benefits

Remuneration of the Board of Directors, Executivafgl and of the Audit Committee of
the BICBANCO Mdiltiplo e Consolidado:

2014 2013
Fixed Compensation 14,593 14,892
Variable compensation 7,536 8,571
Other 1.759 2,437
Total 23,888 25,900
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i) Long-term and post-employment benefits

BICBANCO does not have post-employment nor longiteenefits to key management
personnel.

lii) Agreement termination

The employment contracts have undetermined terne dlbsing of an employment
relationship due to failure to fulfill obligations personal decision entails no rights to
any financial compensation, and therefore theraareng-term benefits connected to an
employment agreement termination.

lif) Other benefits

BICBANCO has not granted, until now, any type oihdeterm benefit or post-
employment benefit to the management of the entity.

Loan operations

Pursuant to prevailing rules, financial institugorannot grant loans or advances to:

i) Any individual or legal entities controlling thastitution or any entity under
common control of the institution, or any directboard member or member of the fiscal
council or members of the immediate family of sadividuals.

i) Any entity controlled by the institution.

Any entity in which the Banks holds directly odirectly 10% or more of the capital
stock.

Accordingly, no loans or advances are given to anlsidiaries, executive officers,
members of the Board of Directors or their families
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Equity interest

Members of the Board of Directors and the Execuleard have together the following
shareholding interest:

2014
Interests
Direct
Common shares 0.00%
Preferred shares 0.35%
Total shares
2013
Interests
Direct Indirect Total
Common shares 34.70% 58.15% 92.85%
Preferred shares 22.91% 3.71% 26.62%
Total shares 68.58%

109



B>

BICBANCO

vesde 1036 Notes to the Consolidated Financial Statements - 2014 and 2013

39. Risk management

Risk management

The control structure of market, credit and oparatisks is centralized, aiming to ensure
compliance with the policies established and impdbwdentification of the risks that
may affect the business strategy, as well as camgdi with objectives. Additionally, it
provides a global vision of the exposures to imprand streamline strategic decisions.
The Risk Management Policy establishes the undaeylyrinciples of the institutional
strategy with regards to the control and manageroémisks in all operations. In the
administrative scope, the shares are valued inséweral committees that guarantee
management compliance, considering the compleXitthe products, the exposure to
risk and the risk-return ratio that involves ak timstitution's business decisions.

The Bank has several policies, standards and puoeedo perform risk management.
These instruments provide the basic operationadejuies expressed by senior
management in accordance with the standards ofjritteand ethical values of the
institution and cover all the activities of the anggation.

Policies, standards and procedures ensure thabrganization has a control structure
compatible with the nature of its operations, tbhenplexity of its products and services,
activities, processes, systems and the definitioitsaisk exposure, allowing its proper
management.

The risk management policies of BICBANCO are algjneith the organization's
strategic objectives, best practices and are inptiante with regulations established by
supervisory bodies, being reviewed and updatediadguo reflect changes in markets,
products and regulations.

Risk governance and responsibility

The organizational structure of BICBANCO presentsadequate level of segregation of
duties in the subordination process of the varioogrds responsible for Internal Audit,
Risk Management and Internal Controls, which issgstent with the size of the

Institution.

Regarding Risk Management, BICBANCO has three ieddpnt Risk Management
units - Operational, Market and Credit - suborden@at the Corporate Governance Board,
which reports directly to the Operations Vice-Pdesit, which was assigned the director
responsible for Capital Management before the @eBink.
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Risk appetite

Risk appetite refers to the types and levels éfrthat the institution is willing to take in
achieving its objectives and is reflected in thdqdophy of corporate risk management
which in turn influences the culture and mode aéragion of the Institution.

This tolerance is influenced by several factors;luding the assessment of the
consistency of risk with corporate strategy.

For BICBANCO, the risk appetite strucuture is retpt as a key element in meeting the
obligations of existing capital requirements.

Stress testing scenarios

The analysis of scenarios for stress testing isomapt mechanisms to understand

BICBANCO's capital sensibility and business plamgxtreme but plausible events. This

tool not only considers the potential financialeetfon business plans, but it also enables
the Executive Board the possibility of establishaajion plans to mitigate these events,

if they happen.

Exercises are carried out on a regular basis taoenthe existing capital required with

the volume demanded by stress scenarios, inclutimgnost severe deterioration of the
global economic scenario. Qualitative and quamigatechniques are used to estimate
the potential impact on capital position in thesersrios.

These instruments help to mitigate the risks prteseby financial crisis. While the
prediction of future events may not cover all esewr identify precisely future events,
the scenarios analyzed in the past may be relat@asider information concerning the
identification of actions needed to mitigate risksen similar events happen.

Risks and risk representativeness can be seereimatile below. The table's analysis
shows that the Bank has surplus of RA - Refererm@@edolders' Equity to fight against
the risks identified.
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Table | — Amounts emphasized for each risk portion

MULTIPLE AND CONSOLIDATED BICBANCO

2014

Description Highlighted amount Risk

Portion of credit risk - (Pepr) 1,374,929

Portion of exchange risk - (Pcam) -

Portion of interest rate risk - (Pjur) -

Share risk portion - (Pacs) 8,712

Portion of operational risk - (Popr) 170,136

REQUIRED REFERENCE SHAREHOLDERS'’ EQUITY (PRE) 1,653,777

REFERENCE SHAREHOLDERS' EQUITY - Level | 1,160,451

REFERENCE SHAREHOLDERS’ EQUITY - Level Il 764,734

REFERENCE SHAREHOLDERS' EQUITY - Level | + II 1,925,185

Risk factor - 11% under (PR) 211,770
Basel index - (Risk factor/ PRE) 13.63%

2013

Description Highlighted amount Risk

Portion of credit risk - (Pepr) 1,440,195

Portion of exchange risk - (Pcam) -

Portion of interest rate risk - (Pjur) -

Share risk portion - (Pacs) 33,536

Portion of operational risk - (Popr) 155,657

REQUIRED REFERENCE SHAREHOLDERS’ EQUITY (PRE) 1,629,388

REFERENCE SHAREHOLDERS’ EQUITY - Level | 1,964,622

REFERENCE SHAREHOLDERS' EQUITY - Level Il 860,326

REFERENCE SHAREHOLDERS' EQUITY - Level | + I 2,824,948

Risk factor - 11% under (PR) 310,744
Basel index - (Risk factor/ PRE) 19.07%
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The Bank is categorized within the limits established in CMN Resolution n® 2,099/94, with
alterations introduced by Resolutions n°. 3,444/07 and 3,490/07 and Circular n° 3,360/07,
presenting a Shareholders' equity Index in relation to the Weighted Assets as follow:

MULTIPLE AND CONSOLIDATED BICBANCO
Basel Il Basel Il
Calculation of Basel Index Dec 2014 Dec 2013
Tier |l Referential Shareholders’ Equity 1,160,451 1,964,622
- Main Capital 1,160,451 1,964,622
Tier Il Referential Shareholders’ Equity 764,734 860,326
- Subordinated debt 764,734 860,326
REFERENTIAL SHAREHOLDERS’ EQUITY 1,925,185 2,824,948
Credit risk 1,374,929 1,440,195
Market risk 8,712 33,536
Operational risk 170,136 155,657
RISK-WEIGHTED ASSETS - RWA 1,553,777 1,629,388
Basel Ratio 13.63% 19.07%
Price-earnings ratio — Level | 8.22% 13.26%
Price-earnings ratio — Level Il 5.41% 5.81%

Market risk

Market risk is defined as the possibility of lossesing from the variation in the market
value of positions held by the institution.

BICBANCO's Market Risk Management Policy definese& of controls, process, tools,
systems and standard reports, needed to providepiirepriate control and management
of Market Risk.

The Market Risk Management Department is respomdiblmaintain and update the
Policy and the area's structure and discuss it téhexecutive board annually. It is
independent in relation to the business areas asdahduty to monitor and analyze
market risks arising from business activities amel Bank's treasury. It also has a duty to
guarantee that the levels of exposure to risk cgmypth the limits adopted by the

Financial Committee and to identify and recommemgpitalization levels that are

appropriate and compatible with these risks.
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The Bank has designated the Controller as the persacharge of the Market Risk
Structure with the Central Bank. He is not resplesifor functions related to the
management of third-party resources or treasungéetions.

Below is a summary of the main market risks takea account by the Bank:

Interest rate risk: The risk associated with charigghe market value of a certain assets
arising from variations in interest rates practiogdhe market.

Share Risk: It involves shares indices and quatatiod arises from the fluctuations of
shares prices and indices.

Foreign Exchange Risk: It is the risk associatetth Wictuations in the foreign exchange
rates and their volatility.

Commodity Risk: It is the risk associated with thestuation in commaodity prices (e.g.:
oil, gas, agricultural products).

Inflation risk: It arises from the fluctuation imipes of goods and services.
Methodology for market risk

Market Risk can be characterized by four main typésmeasurements: Positions,
sensibilities (PV 01), stress testing and "Valu®ek" (including adherence and
validation tests).

All risk metrics are monitored continuously on awegrated basis with the purpose of
offering a global view of BICBANCO's risk profile.

Positions

The monitoring and control of the bank's positiboisits market value alone does not
provide appropriate sensibility to the actual expego the several factors involving the
bank's risk. Complementing this measure with theiotisk control tools is necessary to
provide improved monitoring and analysis of expesur

During 2014, average market risk levels did notspn¢ significant changes, remained
practically stable and were reduced when compaoe&hareholders' equity of the
Institution. As of December 31, 2014, VaR for tragliexposure reached R$529.2
thousand and Global VaR (Trading and Banking) redctR$64.5 million. In
comparison, as of December 31, 2013, VaR for tadiosition reached R$ 675.6
thousand and Global VaR reached R$ 57.3 million.

114



B>

BICBANCO

vesde 1036 Notes to the Consolidated Financial Statements - 2014 and 2013

Analysis of stress scenarios

Stress testing is a method for measuring the patdass from a portfolio due to extreme
market events (low probability). Carrying out sgrdesting for the market risk areas
complies with the Bank's global policies in relatito the demands of regulatory
authorities.

Stress testing is an important tool for complenmentine primary model of the VaR
(Value-at-Risk).

The Market Risk area is responsible for:

» Defining and reviewing the internal methodologydifar stress testing;
« Carrying out and monitoring stress testing on alli@gbasis;
* Preparation of reports from test results.

The market risk area is also responsible for cotidg@nd defining the parameters used
in stress testing required by the regulatory autilesr

Sensitivity analysis

The sensibility analysis shows the impact thatange in a certain risk factor has on the
institution's portfolio. The sensibility analyseseaa particularly important metric to
manage the institution's market risk, since smh#inges in risk factors may lead to
significant losses/gains if we take into accouhpattfolios.

The Institution performed sensitivity analysis ggithe probable scenario (Scenario 1)
and foreign exchange devaluations of 25% (Scenriand 50% (Scenario lll). It is
necessary to disclose a sensitivity analysis detratien chart for each type of relevant
market risk originated by financial instrumentsaoich the Institution is exposed in each
period’s closing date. For its preparation we idea the types of risks that could
generate material losses, including transactionis @erivative financial instruments in a
more probable scenario, as well as two (2) scesdhiat could generate adverse results
for the Institution. In the definition of the sceiws, the situation considered probable by
management had as reference an independent exseurae BM&F - BOVESPA and a
situation with depreciation of 25% and 50% in tis& variable was considered.

We present in the sensibility analysis table the adeoperations involving financial

instruments registered in equity accounts that BAGBO has with the purpose of
managing its exposure to market risks and that &nmsotect it, especially in periods of
historical records. This valuation is systematicalarried out by the risk management
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area and evaluated by the Treasury Committee, whgdembles to define a set of
scenarios in a crisis environment. A scenario,his tontext, is regarded as a certain
combination of prices and interest rates. The pedjmam of the table followed the
procedure below:

() In each scenario, the amounts of the trading pati@rading Book) and the
structural transactions from several of the Insbhis business lines and their
respective hedges (Banking Book) were calculated;

(i) For each one of the risk factors, we chose theutalon that incurred in the
highest loss and, based on it, applied the defim@@ase or decrease;

(iFinally, we obtained the losses, corresponditay the related hypothetical
scenario.

The following scenarios do not necessarily refidet market risk management of the
Institution neither is it associated with the aauing practices. The stress models may
represent extreme situations that are distant &atay-to-day situation.

Below is the summary of the premises for each drleeoscenarios.

We chose for each portfolio the trend (increasdemrease) that maximizes loss for each
risk factor. The parallel dislocations of the cuwere maintained, that is, a dislocation of
+ 1,000 basis means that in all future curves theas a 10% increase to the current
rates.

Scenario 1: Probable situation, which reflects the Bank's ggtion in relation to the
scenario with greater probability of occurring, foospect of 3 months, considering the
macroeconomic factors and market information (BM&PBEESPA, ANBIMA, CETIP,

etc.)

Scenario 2: Potential situation. Assumptions made: Parallabckhof 25% in risk
variables, based on market conditions seen on DaeeBi, 2014, and considering the
most significant losses from risk factor, not irdihg the relationship dynamics between
the macroeconomic variables.

Scenario 3: Potential situation. Assumptions made: Parallabckhof 50% in risk
variables, based on market conditions seen on DaeeBi, 2014, and considering the
most significant losses from risk factor, not irdihg the relationship dynamics between
the macroeconomic variables.
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The scenarios adopted for the Banking Portfolio slrewn in the following table, and
also reflects the deterioration in the macroecorampectations since it maximizes loss
for each risk factor in this portfolio. (Fixed) erest rates strongly increase (10%; 25%;
and, 50%), there is a substantial parallel dislonabf the foreign exchange coupon
curves, the foreign exchange rates increase witledyBrazilian stock exchange faces a
downfall and the inflation has expanded considgraf@flecting in the indicators and
indexed contracts.

Trading Portfolio - assumptions for risk factors

Scenario 1 Scenario 2 Scenario 3
(Fixed) Interest Rate Curve parallel shift of + 1,000 basis parallel shift of + +2,500 parallel shift of + +5,000
points basis points basis points
Foreign Exchange Coupon parallel shift of + 1,000 basis parallel shift of parallel shift of
Curve points +2,500 basis points (+) 5,000 basis points
Dollar - Spot 10% increase 25% increase 50% increase
Inflation increase of 10% increase of 25% increase of 50%

The scenarios shown in the table above relatecheoTrading Portfolio reflects the
situation of deterioration in the macroeconomic extptions; interest rates (fixed)
increase swiftly (10%; 25%; and 50%), there is bstantial parallel dislocation of the
foreign exchange coupon curves.

Banking Portfolio - premises for risk factors

Scenario 1 Scenario 2 Scenario 3

(Fixed) Interest Rate Curve parallel shift of + 1,000 basis parallel shift of +2,500 parallel shift of +5,000
points basis points basis points

Foreign Exchange Coupon parallel shift of - 1,000 basis parallel shift of - 2,500 basis parallel shift of - 5,000 basis
Curve points points points
Dollar - Spot reduction of 10% reduction of 25% reduction of 50%
Exﬁ‘gnZSVESPA Stock 10% decrease decrease of 25% decrease of 50%
Inflation up 10% up 25% up 50%

The results of the losses calculated in the scengresented summarize the losses from
market fluctuations by risk factor, generated b€ BANCO's systems and calculated for
the portfolios (Trading and Banking). These losm@sshown in the following table:

Trading Portfolio - results for risk factors (R$ thousand)

Risk factors Scenario 1 Scenario 2 Scenario 3

Fixed rate in reais (891) (2,428) (4,710)
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Shares and Indices (302) (756) (1,513)
Inflation (1)
Total loss (1,193) (3,184) (6,224)

Banking Portfolio - results for risk factors (R$ thousand)

Risk factors Scenario 1 Scenario 2 Scenario 3
Dollar and dollar coupon (30,907) (78,567) (161,177)
Fixed rate in reais (27,041) (64,130) (117,954)
Shares and Indices (160) (402) (804)
Inflation (4,418) (11,151) (22,659)
Total loss (62,526) (154,250) (302,594)

The risk factors are presented as follows:

- Includes all the products that have price vasiai pegged to dollar variations and
interest rates in dollars.

- Fixed rate in real — Includes all products thaven price variations pegged to dollar
variations and interest rates in Real.

- Shares and Indices — Comprises the shares ammsnof stock exchanges, shares and
options pegged to share indices.

- Inflation — Refers to all products that have pri@riations pegged to inflation coupon
variations and inflation rates.

For calculation purposes, we adopted as premist¥a @nfidence interval to calculate
VaR and a time frame of 10 days to leave this msit

The Sensibility Analysis Table has limitations ahé economic impact on a potential
fluctuation in interest rates might not represeetassarily a profit or a material
accounting loss for the institution. The specifambination of prices which determine
each scenario is an arbitrary decision, though ipless The signs of historical
correlations between the assets were not necgssasppected and the scenarios chosen
were analyzed according to a past time frame.

The accounting of the "Banking" Portfolio instrunterat a large extent, is made by the
contract curve, which is different from the derivat financial instruments in the
"Trading" Portfolio that are subject to fluctuatiom the respective accounting record
due to mark-to-market.
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The results presented in the chart referring tobiduaking portfolio may, at first glance,
give the impression of high sensitivity to voldyili For a better analysis of results
obtained in this portfolio, the management chatbwe- which includes derivatives,
assets and others - indicates the mismatchingeolinigtitution's operations. It shows that
there is substantial mismatching of prefixed posgi which would produce a negative
impact on results, if there were an increase ieredt rates. Nevertheless, the sensitivity
chart presented does not consider correlations degtwvand among the different risk
factors. This means that the analysis disregamresdirelation between the prefixed and
CDI factors, that is, losses of prefixed ratesraeoffset by gains in CDI.

Likewise, in the sensitivity chart, interest rassd foreign exchange were considered
unrelated. The limitations of the analysis of srers also involve the marking to market
of all positions, which contradicts the Institut®rdetermination in taking operations
(especially foreign currency funding operations)raturity, which may lead readers to
make a mistake in judging that the losses presentdét scenarios will materialize, even

if the oscillations provided for in the risk facscare verified.

2014
Index Assets Liabilities

Prefixed 1,399,327 761,765
LFT / LBC 2,368,218 569,462
CDI 6,035,819 6,176,020
Dollar - BCC Sale 1,891,687 4,005,802
Monthly TR 66,355 12,657
IGPM 26,614 15,294
IPCA 1,136,623 1,086,793
UR1516-BTN 3,028

LIBOR-SIX-MONTH

PERIOD 8,744 -
Total 12,936,415 12,627,793

2013
Index Assets Liabilities

Prefixed 1,866,666 1,102,411
LFT / LBC 25,940 664,835
CDI 7,249,614 8,314,939
Dollar - BCC Sale 4,371,797 4,254,750
Monthly TR 23,134 14,129
IGPM 21,638 27,628
IPCA 1,356,290 1,056,084
Ibovespa Futures 4,661 -
Total 14,919,740 15,434,776
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Backtesting
Backtesting is a method used to assess the qoélibe VaR model used by the bank.

The method compares the results predicted by the Madel with the effective results
measured by the differences of amounts of the gartlevery day, when marked to
market. (clean P&L).

Its purpose is to measure the potential loss ptiediability of the VaR model under
normal market conditions, given a certain configelavel. If the P&L exceeds the VaR
we have an outlier, and if the quantity of outlistgpasses the confidence level, the
model should be reviewed.

The Bank uses backtesting as a practice in theategdh and adherence of the Value-at-
Risk model in its portfolios.

The market risk area is responsible for the peréoree of backtesting.

The methodology applied and the existing statikticadels are validated daily using
backtesting techniques. Backtesting compares tig daR calculated with the result
obtained with these positions (excluding resulthwiitraday positions, brokerage fees
and commissions). Its main purpose is to monitalidate and evaluate the adherence of
the VaR model, whereas the number of disruptionstne in accordance with the
confidence interval pre-established in the modelifige graph below shows the daily
VaR and the corresponding result of the last 12thgynn which adverse results did not
exceed the estimate, that is, the number of digmptis within the limit defined by the
confidence level of the model adopted, proof otassistency.

Back Test
150.000.000,00
100.000.000,00 . aan
I L~ .
50.000.000,00 N v T
TN AN \ I\ N I\ o
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(100.000.000,00) ~___|

(150.000.000,00)

Y v 1 > ¢ > ¢ > > > > 2 >
N » M '\, » > » & » » » M >
M M I S, A U U S S S N
——— MtM Difference VaR VaR Neg

120



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

Value-at-Risk

The Value-at-Risk (VaR) of a portfolio represeriie tmaximum potential loss expected
for a given confidence level and over a particpkniod of time (holding period).

The Value-at-Risk is an important risk managemerdl tused internally and also
employed for calculating regulatory capital.

The parameters used in the VaR calculation can wacprding to the profile of the
positions being analyzed. Regulatory and propiyetandels may have different holding
periods and confidence intervals.

Systems
BICBANCO uses the following systems for calculateomd monitoring of market risk:

= MAPS - RMS Risk Management System : Global SystemQalculation of
market risk and control of positions and calculatod regulatory market risk;

* Proteu - CRK Solugbes Financeiras: Global Systenthie calculation of results
of the trading portfolio.

Responsibilities
The Market Risk area is responsible for:

= Monitoring and analyzing positions to the risk tast

= Ensuring that positions are in accordance with béisteed limits approved
internally;

= Ensuring that internal procedures are in accordanttethe market risk policies
defined by the Financial Committee;

= Analyzing the risk factors of new operations in adee;

= Calculating and sending the regulatory reports eomning market risk;

= Preparing and reviewing the documentation of peséicand procedures of the
market risk area.

Credit risk
Introduction to the handling of credit risk

Credit risk consists of the possibility of occurcenof losses associated with the non-
performance, by the borrower or counterparty, néticial obligations under the agreed
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terms, as well as with the devaluation of a loareagent resulting from deterioration in
the borrower's risk rating, with the reduction acdrrgngs or remuneration, with
advantages granted in the renegotiation and wéhe¢bovery costs.

The decision-making process guarantees agilityfaods in credit actions, taking into

account business opportunities and changing samnadrhe priority has been to increase
the volume of assets, maximizing the risk/retuttiord-or this purpose, BICBANCO has

an independent area for managing credit risk, ioo@ance with best governance
practices. This area operates independently frarctédit approval structure, calculates
the ratings of clients based on metrics that camdideir behavior in the market as well
as that arising from their operations at the lagth. Thus it differs from the concepts

used by the credit approval area, whose structubiiit on careful analysis procedures,
developed from the expertise acquired throughauBiénk's history.

In line with benchmarking practices benchmark, Benk continues to upgrade its
controls and analytical models. In compliance viRisolution CMN 3,721 and the new
Basel accord, there are specific structures of citee@s and commissions for better
management, control and monitoring of this risk.

For some operations involving more significant suBIEBANCO extends credit against
presentation of a guarantee that mitigates thetegoarty risk.

2014 2013
Debt instruments 3,599,908 1,404,337
Derivatives 650,273 629,964
Loans and advances to financial institutions 409,853 1,241,850
Loans and advances to clients 9,765,727 10,554,820
Other loans and receivables 42,604 35,602
Guarantees provided 4,157,402 4,016,820
Maximum exposure to credit risk 18,625,767 17,883,393
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Guarantees received (mitigating maximum exposure to credit risk)

The bank guarantees used for financial transacabBCBANCO are usually collateral
securities and personal guarantees. Collateratifesware those that apply to an asset or
specific object, and the most common are mortgatgdge (or escrow) and chattel
mortgage. Personal guarantees apply to the ergduéyeof the joint obligors without
express determination on a specific asset. Theamgtees only apply to equity, which
puts an insolvent debtor, without equity, beyond thnge of any contract execution
measure.

Personal guarantees may be granted by individudksgal entities, where these take on
the obligation of honoring commitments assumecha lban operation maintained with
the client. Personal guarantees in use are theagie® and the surety. The bank
guarantee is an autonomous and accessory guamgreement whereby the guarantor
undertakes to perform the obligations of the ppatibefore the bank, and requires the
qualification of the parties. This guarantee caly twe expressly formalized by a written
public or private instrument. The surety is a cacirthat guarantees contracts (loan for
consumption, credit facility, etc.). The guarantwaccountable with all their equity and
is entitled, if they do not waive this right, toetlvenefit of order, that is, this party can
only have their assets executed after the executiaihe assets of the principal. The
surety is a characteristic of a credit instrumevttjch allows a third party, merely by
signing the instrument, to agree to act as joitigobs in relation to the obligations of the
secured party. If the surety does not identify seeured party, the guarantor will be
securing the last debtor of the bill. The suretgsimot require the concession of the
spouse or the qualification of the guarantor anésdwot have benefit of order, whereas
the guarantor is co-obliged to make the full paynad@rthe bill. The Bank makes use of
personal guarantees in almost all loan operatiaftbough they represent a lower
mitigation than that of collateral securities.

The collateral securities used in the operatiorsaasets or rights to receivables pledged
as collateral for obligations relating to loan agems. Operations with receivables
(escrow) represent the second major credit riskigatiir at BICBANCO and are
represented by contracts that the borrowers hatrethird parties, trade notes and credit
receivables in general. The pledge of rights, momeygredit instruments may also be
called collateral.

The commercial pledge is classified as other guaesnand its main advantage is the
possibility of its use in operations where otheamguntees cannot be used (as in the case
of rural credit). Its main drawback is connectedh®e nature or to the value of the assets
that are the subject of a pledge: depreciation,ox@m transportation, obsolescence,
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difficulties finding a buyer etc. This guaranteen@ used whenever it is possible to form
collateral given in guarantee, since the pledgellshespect the preference of privileged
debts (labor and tax). The mercantile or indusplatige can be formed in the inventory
of raw materials or of finished products, as areassbject of the relationship.

The pledge is also basically a privilege in thecei®n of chattel. As in the case of the
mortgage, the property should be described thraugbntract formalized by a written

instrument, although it does not require authetitoa The contract also has to be
registered at a Notary Public for precautionaryoactgainst third party rights. Pledge
may follow different legal standards: Civil, comroiat, banknote etc. However, all the

types of guarantee used in the bank's operationg\lze requirement of delivery of the

property for their formation, and a depositary nhayconstituted to assume responsibility
for the property, if necessary.

Among guarantees, special emphasis is placed oncdlateral and the mortgage,
whereas in the first there is the transfer to tteglitor of the conditional property of the
asset, that is, the creditor will have the owngrdifi the asset related to a term or to a
resolutive condition, while in the second, realatstof the debtor or third party is
pledged to secure the payment of a particular deitthout the transfer of possession of
the asset to the creditor.

The mortgage is the security right classified ie tthart as “Movable properties” that

grants the creditor the privilege in the execuidra property and of its added parts. In
Brazilian Civil Law, real estate is basically thendl. The buildings and the movable
properties introduced thereupon represent accessand can be incorporated to the
property. A mortgage is a formal contract, whichuiees a public deed (engrossed in the
respective book of the Notary Public) and regigiraait the Real Estate Registry (RGI)
of the judicial district in which the property isdated, for its constitution. Its main

drawback is the preference that is suffers fordaal tax creditors, which are entitled to
receive before the mortgagees and the period ekgsution.

Collateral given in guarantee applies to movableperties, classified in the chart as
"equipment and property" and, more recently, retdte, and consists of the transfer of
ownership of the property to the creditor for theadion of the secured obligation. This
characteristic allows us to waive the right of prehtial creditors, since we are dealing
with third party property, foreign to the equity thfe debtor until the settlement of the
debt. Collateral, in principle, will not be affedtéy bankruptcy, as it is an asset foreign
to the bankrupt estate. In case of bankruptcy,cthences of recovery of loans with

mortgage guarantee or guarantee with pledge oateodll are even more remote, since
the framework of credit rating to be paid, aftee tantire lengthy inquiry process,
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requires beforehand the payment of labor and texits; expenses incurred by third
parties for conservation of the property and chagjehe estate.

Measurements and Tools for Measurement of Credit Rk in the Portfolio
Rating tools

BICBANCO uses its own internal rating models widspect to the risk analysis of the
operation, in compliance with Resolution 2,682, ahhrefers to the classification and
formation of provision for loan operations, throutife use of the nine levels of risk.
Operations are classified according to the judgnoémianagement, taking into account
the economic situation, past experience and spegks in relation to the operation,
debtors and guarantors, periods of delay and ecargnoup.

For the purpose of assessing the loan portfolie, ritk management area adopted an
internal model for measuring the credit VaR, witledretical grounds based on an
actuarial approach. The VaR of the loan portfooassociated with a distribution of
aggregate loss for a given confidence level. Tham this distribution is the Expected
Loss (EL), which represents the average loss eapestover a given period of time,
which is hedged through provision. The Economic itaipwhich is associated with
Unexpected Loss, is determined by the differendevdzen the VaR and the EL. For this
portion, the Bank protects itself by allocating italpto cover risks. Thus, the VaR with
confidence level of 99% (standard adopted by thekB# the maximum loss that a
portfolio can sustain in 99% of cases, disregardiagg events with a likelihood of
occurrence of only 1%., i.e. the likelihood thag thortfolio loss will exceed the VaR is
1%.

The Bank uses the Monte Carlo simulation methodolmg calculate VaR and other
statistical measures. It is a methodology whereditrevents are simulated in a
computational environment for a very large numbktimes, where the amounts of
losses, for each one of the simulated scenariesstared and grouped statistically in a
collection from where the values at risk (VaR) eatéculated directly for each one of the
confidence levels.

Calculation of probability of individual default
Scale of Risk

To be able to calculate the risk of the loan pdidfat is necessary to evaluate each client
and to define differentiated risk thresholds. Reprnéed by a numerical scale from 1 to
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22 (1 = lowest risk and 22 = highest risk), companare grouped into homogeneous
classes of risk, which indicates the degree of oskhe company analyzed and the
respective probability of default.

The scale adopted presents 19 active classes elads#s indicating default used to rank
companies at default at the time of the inquiryhifl present at least one of the events
characterizing default).

Probability of default

The risk management area has evaluation indepefrdemthe credit concession area of
the risk classes of clients. The 22 classes foltbes indication of the probability of
default associated with each class of risk, whiitars the objective measurement of the
degree of risk. We present below the probabilibédefault associated with the risk
classes.

Equivalent to Serasa Expirian Probability of default Average default probability Risk
1 0.00% 0.10% 0.05% Very low
2 From 0.10 to 0.20% 0.15% Very low
3 From 0.30 to 0.30% 0.25% Very low
4 From 0.30 to 0.40% 0.35% Very low
5 From 0.40 to 0.50% 0.45% Low
6 From 0.50 to 0.75% 0.62% Low
7 From 0.75% to 1.0% 0.87% Low
8 From 1.00 to 1.25% 1.12% Low
9 From 1.25 to 1.50% 1.37% Moderate
10 From 1.50 to 2.00% 1.75% Moderate
11 From 2.00 to 3.00% 2.50% Moderate
12 From 3.00 to 4.00% 3.50% Moderate
13 From 4.00% to 5.00% 4.50% Moderate
14 From 5.00 to 8.00% 6.50% Moderate
15 From 8.00% to 10.00% 9.00% Moderate
16 From 10.00 to 15.00% 12.50% High
17 From 15.00 to 30.00% 22.50% High
18 From 30.00 to 50.00% 40.00% High
19 From 50.00 to 99.99% 75.00% High
20 Default Basket of events Very high
21 Default Judicial and Extrajudicial Recovery  Very high
22 Default Bankruptcy Very high

Calculation of the credit VaR

The Bank makes use of the tool developed togethitr SERASA EXPERIAN, called
Portfélio Multi-Analise (Multi-Analysis Portfolio). Developed according tbe market
criteria of SERASA, it receives the probabilitiesdefault adjusted for each one of the
flows and, given the confidence level specifiedtsnnput, calculates the VaR (Value-at-
Risk) of the loan portfolio.
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In the actuarial paradigm the risk is measuredemms of future cash flows, i.e. the
default risk of a present contract up to its exglage. As it is an actuarial methodology
and not a methodology for the measurement of valiresactuarial methodology does
not consider the effects of interest rates on eiggosures, calculating losses in terms of
face value, adjusted to the recovery rate detemniryeBICBANCO based on evaluation
and historical experience, since the unrecoveratiops are the effective exposures
under credit risk. Thus, the actuarial paradigmrexdily captures the credit risk
component, adjusting the probabilities of defawltthe contract expiry dates. The
calculation methodology is sensitive to the faet ttontracts with longer validity periods
have a higher credit risk than contracts expiriogrer.

Credit risk parameters

The estimates of risk parameters (RP) are basd¢ldeosvaluation of Serasa Experian and
consider the Transition Matrix that is the mainltims determining the likelihood that a
debtor with a given qualification will change gdiakation during a specific period.

The calculation of LGD (loss given default) is béigm the observation of the recovery
of non-performing loans, taking into account notyancome and expenses related to the
recovery process, but also its timing and the eaicosts resulting from this process.

Management of assets and liabilities and liquidityisk
Overview

The Bank uses the Immediately Available LiquiditpAl() concept as the amount of
resources that can be used by the Bank, withowtusisson or contingencies, in a
timeframe that characterizes the settlement windb24 hours. The liquidity evaluation
in this short period is justified given the limitdche available for resolution of problems
within the settlement window and also the limitecb®e for making use of other
instruments that usually can only occur on D+1, Da#2D+3. In this scenario we
consider the disposal of assets, assignment dersettt of operations, with a realization
time that can exceed that defined, thus limitingirthuse in a growing contingency
regime.

Maintenance of IAL is intended to fulfill any needssing from the non-consummation
of planned events in the normal flow of assets @nliibilities, in a time horizon, and

materializes through the addition of assets reabrate cash, Federal Government
Securities held in a specific portfolio, investneertacked by federal securities and
surpluses provided for in the cash flow, which ualds return of reserve requirements.
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The resources for its maintenance, in turn, mageaftiom transactions with CBD and
own Working Capital of the institution.

Some of the factors that may impact the IAL origgnautside the Bank: Changes in the
Brazil Risk, international crisis causing severaroaing of liquidity over Brazil
(international crises), sharp interest rate hikégitening of liquidity in the market, loss
of some mid-sized bank, followed by a "herding'eeffof investors, request for liquidity
of term deposits before the scheduled date, sudlenease in demand for reserve
requirements.

And others, originating outside the Bank: non-periimg loan assets, including LCs not
covered by the importers, activation of Guarantgesvided, withdrawals from
Guaranteed Checking Accounts (by the committed amased part), withdrawal of
investors due to a negative event affecting thekBamage, and significant deterioration
in the Bank's performance.

Determination of the Potential Need for Liquidity o BICBANCO
Regularity (frequency) of scenario evaluations

The liquidity scenarios are evaluated daily, emaplthe evaluation of the flow of

resources for a horizon of up to 180 days. Consitter BANK'S potential need for cash,
which results from the risks borne and also ofrthber of clients that might not renew
their operations simultaneously.

In order to determine the BANK'S liquidity requirent, one initially works under the

assumption that it will only be capable of execgtime assets after their settlement
window. This hypothesis is of a conservative natmd justifiable given the short time

available for the resolution of problems within shiimeframe and also due to the
possibility of reduction or execution of the assetsose settlement will only occur on

D+1, D+2 or D+3.

BICBANCO's potential liquidity requirement is anagd according to two different and
complementary methods, one of which is backwarditap and the other forward-
looking, that is, analysis of the historical volwsra securities and analysis of the current
portfolio by means of stress tests, respectiveliie Ttwo proposed methods are
complementary, as the first reflects what actuafippened in the past while the second
is "forward looking", based on the current portbsliand on the stress scenarios
determined.
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Analysis of historical volumes settled by clients Backward-looking

It is possible to conduct a retrospective analg$ithe BANK'S liquidity risk observing
the impacts, day by day, suffered due to the naewal of clients.

Analysis of the liquidity risk by means of stressdst: Forward-looking

The BANK'S potential liquidity requirement is anaégd BANK "looking forward", that
is, taking the following sets of information asederence:

() the stress scenarios considered by the Fine@ommittee;
(ii) the consolidated positions of clients; and

(i) the theoretical number of clients that mighot renew operations with
liabilities or not pay operations with assets stanously. Possible delays in
reception are included in the stress scenarios.

The Financial Committee uses these elements whedgizamg its projections.

Based on the analysis of the Potential Liquidityjil#eement Matrix and also in keeping
with the composition of its assets, the Bank mae ghe total volume of contracted
credit facilities or the need for ready availalilaf its cash and have enough time to
obtain alternatives in the domestic or internationarket.

Liquidity risk

The liquidity risk is defined as the possibility ohsh scarcity, which might entail an
inability for the Institution to honor its shortrte commitments. The Bank conducts a
continuous monitoring of the degree of mismatctwkeen primary risk factors, rates and
terms between portfolio assets and liabilities.

The Bank maintains adequate liquidity levels reésglfrom the quality of its assets, and
risk control, in accordance with the Market anduidity Risk Policy established for the
Institution, by adopting as management instrumdémés short, medium and long-term
liquidity projections; risk limits and liquidity edingency plan.

BICBANCO has an integrated system for liquiditykrivanagement which allows it to

meet Central Bank regulatory requirements (Resmiubo. 2804). Results of Liquidity
Gap analyses are presented on a monthly basis &isk Committee.
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Operational risks

Operational risk is defined as the possibilityagdes arising from any failure, deficiency
or inadequacy of internal processes, people oesystor from external events. It also
includes the legal risk associated to the inadegoadeficiency in contracts signed by
the institution, and to fines due to failure todsoby legal provisions and indemnities for
damages to third parties arising from activitiegqrened by the institution.

The operating risk management process starts \Wwehapplication of an appropriate
methodology for mapping the risks and controls ieheto the processes. As required,
action plans are prepared to mitigate the mainathredentified in the processes.
Operating risk management comprises the followitgps Risk identification,
evaluation, monitoring, control and mitigation, aoemication and elaboration and
monitoring of the action plan.

In addition, records are made in the databasemyfsteoperating losses and operating
risk management, all events occurring in the iagtih. This procedure's purpose is the
compilation of a database to be used in calculataptal allocation for covering the
operating risk, as established by the Basel Il aand it provides sufficient
information to identify the causes of these risks.

The combination of risk mapping and monitoring @t with the information obtained
from the records of incurred losses allows a caomtrs improvement in the adopted
policies and procedures, as well as the reducti@xisting risks.

Exposure to operational risk is reviewed at leagtry six months, including the
assessment of its controls and adjusting them @ordence with the strategy and risk
appetite. Operational risk governance is carried by the area and the entire
management of the Institution, with supervision the Audit Committee. The
management structure is different from those tleatl dvith market risk and credit risk,
allowing an effective system of internal controisnad at reducing the likelihood of
human errors and irregularities in processes, mtsdand systems. The Risk and Internal
Control Committees determine the acceptable rikdtdace level.
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Category of loss event 2014 2013
Inad. Practices Relat. to Clients/Products/Services 80.21% 80.05%
External fraud 0.00% 7.02%
Labor claims 19.79% 12.93%
Failures in the Execution and Fulfillment of Deadlines 0.00% 0.40%
Internal fraud 0.00% 0.00%
Damage to Own Assets or Assets in Use by the Institution 0.00% 0.00%
Activity Interruption Events 0.00% 0.00%
Failures in Information Technology Systems 0.00% 0.00%
Total 100.00% 100.00%

131



B>

BlcBA N < Notes to the Consolidated Financial Statements - 2014 and 2013

40.Convergence of the accounting standard to the m@tigonal accounting
standards (IFRS)

As detailed in note 1.b, the transition to IFRS wasounted for according to IFRS 1 and
the date of transition chosen by BICBANCO was Jandat, 2009. Consequently, the
accounting policies adopted in these financiakst&nts have been amended in this same
date with the purpose of satisfying IFRS in relatio those applied for purposes of BR
GAAP.

The changes in accounting policies derived fromditgon to IFRS and the reconciliation
of the effects of such transition are presentedvbel

Reconciliation between BRGAAP and IFRS applicable a@ consolidated
Shareholders' equity and Comprehensive Income of BIBANCO as of December
31, 2014 and 2013

In thousands of reais Note 12/31/2014 12/31/2013
Shareholders' equity attributable to the Parent company - BR GAAP 1,219,448 1,952,183
Effect of consolidation of Receivables Investment Funds (4,667) (3,994)
Shareholders' equity - IFRS base 1,214,781 1,948,189

IFRS adjustments, net of taxes:

Fair value measurement of foreign funding d (75,814) (28,070)
Alteration in the rates of conversion of foreign currency-denominated

transaction c - (16,778)
Classifications of operations in the category held to maturity g (15,767) (6,916)
Measurement of Loans and Receivables at amortized cost as per the

Effective Rate of Interest b (8,690) (6,600)
Impairment of financial assets a 319,640 12,589
Measurement of discount granted on loans to clients h (43,514) (29,819)
Reversal of Sul Financeira goodwill amortization f 49,627 42,153
Deferred taxes (90,192) 10,610
Shareholders' equity attributed to the Parent company in IFRS 1,350,071 1,925,359
Net income attributed to the Parent company in BR GAAP (735,158) 61,256
IFRS adjustments, net of taxes:

Fair value measurement of foreign funding d (47,744) (21,088)
Alteration in the rates of conversion of foreign currency-denominated

transaction c 16,778 (15,345)
Designation of hybrid instruments in the category "fair value through profit or

loss" and (8,851)

Measurement of Loans and Receivables at amortized cost as per adoption

of effective interest rate b (2,090) 6,175
Impairment of financial assets a 307,051 (28,447)
Measurement of discount granted on loans to clients h (13,695) (29,819)
Reversal of Sul Financeira goodwill amortization f 7,474 13,486
Deferred taxes (117,009) 30,016
Net income attributed to the Parent company in IFRS (593,244) 16,232
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Description of the main differences between BRGAARNd IFRS

We present below the accounting practices appkcabBICBANCO in conformity with
BRGAAP which materially differ from IFRS and whicire presented in the above
reconciliations

a. Impairment of financial assets

In BRGAAP, the allowance for doubtful accountses$ gp based on analysis of the risks
of credit realization, according to a specific rdé the National Monetary Council.
According to such regulation, provisions are setaggrom credit concession, based on
credit risk rating, taking into consideration aipdic analysis of a client's quality and the
segments of activity, and not only upon occurremtedefault. In BRGAAP, the
provision cannot be lower than the minimum requlvgdegulator's standards.

IAS 39 establishes that the entity should evalaateach base date if there is objective
evidence that loan operation or a group of loarratpns is subject to impairment loss.
A loan operation or group of loan operations isjecibto loss for reduction in its
recoverable value and impairment losses, if them@bjective evidence of impairment as
a result of one or more events occurring afternitel recognition of the loan operation
(event of loss) and this event or events have gadaon its future estimated cash flow
and may be reliably estimated.

First, we need to evaluate individually if an objee evidence of impairment exists for
operations that are individually significant andiindually or collectively for operations
that are not individually significant. If an objae evidence does not exist for an
individually evaluated operation, significant orthd must be included in a group of
operations with similar characteristics and be emiVely evaluated. Those operations
that are individually evaluated and for which arpamment loss is recorded should not
be included in the collective evaluation.

For individually significant assets, an impairméogs is measured by the difference
between carrying amount and present value of fudstenated cash flows (excluding
future credit losses that did not occur), discodratethe original effective rate of interest
of the loan operation.

Differences between BRGAAP and IFRS standards heselted in distinct values of
impairment losses and consequently, the adjustmasirecognized.

New internal methodology for classifying clientslassignment of rating (Effective from
September 2014), under the BRGAAP.
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Loan operations are classified with respect toleel of risk, taking into consideration
the economic panorama, past experience and spasKein relation to the operation, to
obligators and guarantors, observing the parameteblished by BACEN Resolution
2682/99, which requires the periodic analysis efpbrtfolio and its rating at nine levels,
ranging from AA (minimum risk) to H (loss).

From September 2014, aiming at aligning the intepadicy on classifying clients and
rating, for alignment with the practices of the newwntroller, the allowance for doubtful
accounts started to consider the following aspemtsidered material:

a) greater importance to the weight of the resdinf the evaluation of the financial
condition of companies, prevailing over other fastéaken into account in the risk
analysis; b) review of the importance given to metdd collaterals, when they cause
improvement in the ratings of clients; c) reviewtloé minimum terms for downgrading,
when they arise from late payments; d) reductiothen threshold for late payments to
cause downgrading of the entire economic groupme)ediate rating review to higher
risk level of transactions with companies that dexicourt-supervised reorganization in
any phase of the use of such resource. Finally, nla@agement understood to be
necessary to reposition the main elements that e@msidered in the economic analysis
of its clients, and thus adopt these precepts encticulation of provision for losses in
loan operations, observing the minimum requiredddmns of BACEN Resolution No.
2,682/99.

As a result of the change mentioned above, therg avaignificant increase in the
difference between the provision for impairment enBRGAAP and that under IFRS,
given that the latter consider only the losses rirecliin the process of calculating this
provision.

b. Measurement of Loans and Receivables at amortizedost as per the
Effective Rate of Interest

According to BRGAAP, Fee income charged to clierdsstituting an effective income
should be recognized in income of the year to whiclnefers. Costs paid by the
institution for origination of operations (origimatcommissions) are presently recorded
under "prepaid expenses"”, and recognized as expeawserding to the accrual basis and
straight-line basis for the same term of the loparations generated. According to IAS
18, recognition of income for financial service de#epends on the purposes for which
the fees are fixed and the accounting basis ofamspciated instrument. Rates that are
part of the Effective Rate of Interest include baBy fees / origination commissions
received by the entity by the generation of finaheissets not classified in the category
"fair value through profit or loss".
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In such concept the following are included: Cré&djtening Tariff (TAC - PJ) and Credit
Receivables Management Tariff (TADC). Such feeduithe remuneration for activities
of assessment of financial conditions of borrowevaluation and registration of
guarantees, administration of the financial floweteivables guaranteeing debt, among
others. These fees are an integral part in thergBae of a continuous involvement with
the resulting financial instruments, and jointlythvihe respective costs of transaction,
are deferred and recognized as adjustment to tbetigk rate of interest.

Considering the above concept, the following aralifi@d under this concept: Credit
Opening Tariff (TAC - PJ) and Credits Receivablensigement Tariff (TADC).

The difference between interest appropriation leydbntractual rate (BRGAAP) and by
the effective rate of interest (IFRS) generatesstdjent in accounting criterion.

c. Alteration in the rates of conversion of foreign curency-denominated
transaction

In BRGAAP, foreign currency-denominated operatiang converted to the functional
currency of the entity (Real) through the use ofAR 800" quotation (average practiced
in the day), as determined by the rules of the @éBank of Brazil. According to IAS
21, foreign currency operations should be convettethe functional currency of the
entity on the dates of closing of balance sheatfdbe utilization of the purchase (for
foreign currency assets) and sale (for foreignemay liabilities) closing rates.

d. Fair value measurement of foreign funding

According to BRGAAP standards, all liabilities iesuby the entity should be measured
at amortized cost, through valuation of contracttiyy nominal rate agreed upon with
investor. According to IFRS, an entity may designatfinancial liability at fair value
through profit or loss whenever such measuremesuiitren a more relevant information,
once it significantly eliminates or reduces an imgstency in measurement or in
recognition (sometimes called accounting inconsiste which, otherwise, would result
from measurement of assets and liabilities or frecognition of gains or losses upon
them by distinct measurement criteria. BICBANCO Hesignated foreign funding
(measured at amortized cost according to BRGAARhéncategory "financial liabilities
at fair value through profit or loss" with the poge of equaling the measurement model
of those liabilities to that of linked derivativebat are also measured at fair value.

The difference between amortized cost and theviue of liabilities classified in the
category "financial liabilities at fair value thrgln profit or loss" has generated
adjustment to accounting criterion.
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e. Designation of hybrid instruments in the category fair value through profit
or loss"

In 2010, BICBANCO acquired Credit Linked Notes isduby a foreign financial
institution. These financial instruments are chemazed as "hybrid financial
instruments" due to the existence of an impliciivdgive (credit derivative linked to the
underlying risk of a third party) not intimatelylaged to the main contract (debt
instrument whose credit risk remains with the issuls an alternative to the segregated
measurement of two components of the structureBBIICO elected by classifying the
instrument, in its totality, in the category "assat fair value through profit or loss".

In view of non-existence of the option of measuraggets "to the fair value through
profit or loss" in BRGAAP, the difference betweematized cost of such instrument
(classified in BRGAAP as held to maturity) and fae value generated adjustment to
accounting criterion.

f. Reversal of amortization of goodwill

Under BRGAAP, goodwill is amortized over the amowgjuivalent to profit or loss

earned by the company acquired, and the recordedwglb is subject to a recoverability

test once a year or more often, if there is anycattbn of reduction in the asset's
recoverable value.

Under the IFRS, goodwill is not amortized but igieeved annually to devalue its value
recorded at the level of cash generating unitsdésied by IAS 36 - Impairment of
Assets) or if and when indicators arise of reductim the recoverable value
(impairment).

Accordingly, the amount of the amortization of #@p@odwill amortized in the previous
GAAP was recomposed due to the absence of evidendaepairment.

g. Classifications of operations in the category maimatined until maturity

According to IAS 39, the entity should classify oggeons in the category held to
maturity whenever shall exist the intention and fihancial capacity to take investment
until maturity. Differently from the Brazilian stdard, reclassification of this category to
others is not permitted. Given the penalties predidor the international standard,
BICBANCO elected by reclassifying, on the daterofial adoption, to available for sale,
all operations classified as held to maturity inGRAP.

h. Measurement of discount granted in renegotiation ofoans, not required by
BRGAAP
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Measurement of present value of long-term loanatpmrs not required by BRGAAP

According to IAS 39, the entity must measure trseaolint arising from the adjustment to
present value of loans and advances to clientsesubnize the asset at its present value
in the equity position. The contractual or implidiscount rate shall be consistently
adopted through the realization of the asset iaréuperiods, recognizing the effect on
interests on the statement of profit or loss ferykar.

Income Tax and Social Contribution on IFRS Adjustments

IAS 12 requires accounting for the deferred incdme and social contribution for all
temporary taxable or deductible differences, exdeptdeferred taxes originated from
initial recognition of goodwill, initial recognitio of a liability originated or asset
acquired that does not qualify as a business catibm and that on the date of
transaction does not affect income and does nettafirofit (or loss) for tax purposes.
The adjustments of deferred Income Tax and Soawaltribution have been calculated
upon IFRS adjustments.

Other differences of criterion

At the time of forming the opening balance sheeiCEBBANCO made some asset
reclassifications with the purpose of better megtine characteristics of assets and
liabilities at the light of the international accting standards. These adjustments
generate reclassifications between asset andityabiles, but do not have impact on
shareholders' equity or income of the year.

Foreign exchange portfolio

A financial asset and a financial liability will lzé#fset and the net value presented in the
financial statements whenever, and just whenevererdity: (a) shall have a legally
enforceable right of offsetting recognized valu@g; attempt to settle on a net basis or
realize the assets and settle the liability sirmdtausly. Considering that the exchange
transactions in Brazil meet these requirementg; were stated on a net basis for IFRS
purposes, and may be shown in assets or liabilitg®ending on the net amount (credit
or debit) at the end of the reporting period.

Leases

Domestic lease operations covered by Law 6099 aemdd to be, pursuant to
international rules, financial instruments withdtk and defined payments and with no
active market. These features lead to their beisgd in the line - "loans and receivables
- client loans and advances."
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Subsequent events

On August 25, 2015, the Superintendence of SeesriRegistration of Securities
Commission (CVM), by means of Official Letter NoVMI/SRE/OPA/CAN/2015/005,
granted the registration for performing unified palffering aimed at acquiring up to
the totaling of the common and preferred sharegesdy the Company to be carried out
() in view of the disposal of the control of theo@pany; (ii) for canceling the
Company’s registration for trading shares in thek®ias issuer of “A’-type securities;
and (iii) in view of the discontinuity of the diffentiated corporate governance practices
provided in the special listing segment of BM&FBOSIEA S.A. — Bolsa de Valores,
Mercadorias e Futuros ("BM&FBOVESPA"), called Levelf Corporate Governance,
as required by the bylaws of the Company (itemqi{))and (iii), collectively referred to
as "Offering"), according to the terms and condsi@stablished in the Bid Notice of the
Unified Public Offering for Common and Preferred aBs Issued by the Banco
Industrial e Comercial S.A.

The Bid Notice was published on August 27, 2015the newspapers Diario do
Comeércio, Industria & Servigos and Valor Econdmithbe Auction of the Offer shall be
made on September 28, 2015 at 4:00 p.m. (Brasil@)tin the electronic trading system
of the BOVESPA Segment of BM&FBOVESPA.
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