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Introductory Note

This “Market Discipline Report”' (hereinafter referred to as
the “report”) falls within the scope of the prudential repor-
tingrequirements laid down in Regulation (EU) No.575/2013
of the European Parliament and of the Council of 26 June 26
2013 (hereinafter referred to as the “CRR") - Pillar Ill. The re-
port complements the information disclosed in the Report
and Accounts of Banco CTT, S.A. (hereinafter referred to as
"BCTT"” or “Bank”), providing the market with relevant and
detailed information regarding its risk management policies
and practices, solvency and liquidity levels.

In accordance with Part VIII of the CRR, this report strictly
incorporates the appropriate disclosure requirements, with
the aim of providing the Bank’s various stakeholders with
accurate and complete information onits risk profile.
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Inpreparingthisreport, BCTT has appliedthe specifications
introduced by Commission Implementing Regulation (EU)
637/20210f 15 March 2021, which lays down implementing
technical standards for the public disclosure by institutions
of the information referred to in Part VII, Titles Il and Ill of
the CRR.

Unless otherwise expressly stated, the information disclo-
sed in this report refers to the Banco CTT Group (or BCTT
Group), as at 31 December 2023, and the amounts are pre-
sented in thousands of euros, having been ascertained
through prudential consolidation.

1. The current version of the Market Discipline Report 2023 was published on 18" of March
of 2025 and replaces the version previously published on the 14" of August of 2025.

1. Statement of Responsibility

(Article 431)

This statement of responsibility, issued by the Board of
Directors of BCTT, concerns the “Market Discipline Report”
for31 December2023.

The 2023 Market Discipline Report was drawn up under Pillar Ill,
complying with the requirements and criteria for disclosure of
informationand own funds presentedinthe CRR, namely those
setoutinArticles 431to 455 of the aforementioned Regulation.

The Board of Directors of Banco CTT, S.A., in compliance with
the provisions of the CRR, declares and certifies, for the due
purposes, that:

@ All the procedures deemed necessary for the preparation
and public disclosure of the report have been carried out

and that, to the best of its knowledge, all the information
disclosedistrue andreliable;

Lisbon, 24 February, 2025

The Board of Directors of the Banco CTT, S.A. Group

The quality of the information disclosed was ensured, in-
cluding the information originating from different Banco
CTT Group entities;

The risk management system implemented, including the
measures defined to ensure compliance with the defined
limits, is appropriate to the development of its business
strategy, taking into account its profile and the nature and
complexity of its operations;

Noinformationrelatingto whatis describedin Article 432(2)
of the CRR has been omitted;

ltundertakes to disclose, in atimely manner, any significant
changes that occurin the course of the financial year follo-
wingthatto which thisreportrefers.
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2.5Scope of application

(Article 436)

Banco CTT, S.A. is a credit institution with registered office
at Praca Duque de Saldanha n.© 1, Edificio Atrium Saldanha,
piso 3, 1050-094 Lisboa, controlled by CTT - Correios de
Portugal, S.A., having beenincorporated on 24 August 2015,
following the transformation of CTT Servicos, S.A. (a vehicle
company created specifically for the Bank’s implementation
processinits project phase).

The Bank is dedicated to obtaining resources from third par-
ties, in the form of deposits and other financing instruments,
which it invests, together with its own resources, in various
sectors of the economy and, for the most part, in the form of
loans to customers and debt securities.

InJanuary 2018, Payshop Portugal S.A.wasincorporatedinto
the BCTT Group’s consolidation perimeter through a capital
increase subscribed and fully paid up by the sole shareholder
CTT - Correios de Portugal, S.A.

In July 2018, BCTT agreed to buy 321 Crédito - Institui-
¢do Financeira de Crédito, S.A. (hereinafter “321 Crédito”),
which expanded the BCTT Group'’s business portfolio and
was consolidated in 2019. 321 Crédito’'s main objective is to

grant specialised consumer credit. It has built up arelevant
position in the car credit market and is today a benchmark
institution at national level, positioning itself as one of the
biggest players in specialised financing for the purchase of
used cars.

In November 2019, the private securitisation operation Cha-
ves Funding no. 8 was issued by Tagus, Sociedade de Titula-
rizacao de Créditos, S.A., under a Consumer Credit portfolio
originated by 321Crédito. The operationinvolved theissue of
notesintwo tranches (Tranche A and Tranche B), both of whi-
chare wholly owned by the BCTT Group.

In July 2022, as part of a corporate reorganisation of the
Group, BCTT's Board of Directors approved the sale of
Payshop Portugal, S.A. to CTT - Correios de Portugal, S.A,,
the completion of which was dependent on the non-oppo-
sition of the regulator, whose decision was communicatedin
2023. Assuch, Payshop Portugal, S.A.isno longer part of the
BCTT Group’s consolidation perimeter.

As at 31 December 2023, the BCTT Group is made up of the
following entities:

Year Activity Holding (%) Consolidation method'’
Banco CTT (Holding)
Subsidiaries
321Crédito 2019 Credit financial institution 100% Full
Structured entities
Chaves Fundingn.2 8 2019 Securitisation vehicle - Full

Table 1- Composition of Grupo BCTT
"According to Article 18 of the CRR

n

3. Risk Management Objectives
and Policies (Article 435)

3.1. Risk Management

The BCTT Group's risk management system aims to establish
asetofpolicies and processes that ensure the correctidentifi-
cation, assessment, monitoring, controlandreporting of risks.
Tothis end,itassessestherelevantrisks and ensures their ef-
fective, consistentand timely management.

Risk Management Governance Model

CFO - = - cco
Internal Planning Commercial
Audit? and Control (Northern region)
Treasur Commercial
Y (Southern region)

Mortgage

Accounting Lending
Business
Business
Planning
Marketing and

Communication

Legend

@ (E/C) Essential Function / Control Function
Directorate

M Transversal Management of the Banco CTT Group

Channels
and Quality

Inorderto ensurethattherisk to whichitis exposedis adequa-
tely managed and controlled, the BCTT Group has defined a
governance structure that ensures the different needs for ac-
tion at both strategic and operational levels. In this governan-
ce structure of therisk management system, the main players
assume the following responsibilities, in accordance with the
"“General Internal Control and Risk Management Policy of the
Banco CTT Group”:

................. Cio -- CRO

Human IT .
Resources Risk
Corporate ) . @'

Development Operations Compliance®

N/

Legal Services Security
and Secretariat- and Data

-General Protection

(@)

Credit

N/

Figure 1- BCTT Group Organisational Structure

"The Director of Internal Audit is responsible for the Internal Audit Control
FunctionoftheBanco CTT Group, theBankandthe Subsidiary, withoutprejudice
tothe possible existence of Internal Audit officers at Subsidiary level.

2The Director of Risk isresponsible for the Risk Management Control Function
of theBanco CTT Group, the Bank and the Subsidiary, without prejudice to the
possible existence of Risk Management officers at Subsidiary level.

3The Director of Compliance is responsible for the Compliance Control Function
of the Banco CTT Group, the Bank and the Subsidiary, without prejudice to the
possible existence of Compliance Officers at Subsidiary level.
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Banco CTT's Board of Directors (hereinafter “BoD") is ultima-
tely responsible for the risk management system. The Board
of Directors is responsible for defining, implementing and re-
viewing the risk management model, guaranteeing business
continuity. The Board of Directors is also responsible for mo-
nitoring the strategy defined for the BCTT Group, taking into
account the risks identified by the defined risk management
model.

The Audit Committee (hereinafter"CAud”) of BancoCTTisthe
Bank’s Supervisory Body and is responsible for supervising
the risk management system as well as advising the Board
of Directors onrisk appetite and risk strategy, performing the
functions of the Risk Committee, as provided forin Article 115
- L of the General Regime for Credit Institutions and Financial
Companies (RGICSF).

Banco CTT ‘s Executive Committee (hereinafter “EC") is res-
ponsible for ensuring theimplementation and maintenance of
the risk management and internal control system defined by
the Board of Directors, namely the supervision of current risk
management activities and their alignment with the strategy
andrisk appetite limits.

The ECis alsoresponsible for the regular and timely disclosu-
re to the Board of Directors and the Supervisory Body of de-
ficiencies and risks that could affect the Group. Analysing the
results of actions to monitor and evaluate the risk manage-
ment system and the necessary corrective measures is the-
refore thejointresponsibility of the Board of Directors and the
Audit Committee.

As part of its duties, the Executive Committee has set up
various specialised committees to monitor different areas of
risk management and business performance, in accordance
with the Figure 2.
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Structure of Committees
supporting the Executive Committee

Executive
Committee

Capital, Risk and
Sustainability Committee

Commercial and
Product Committee

Credit Committee

Technology and Operational
Efficiency Committee

Costs and
Investments Committee

Internal Control Committee

Human Resources and Social
Responsibility Committee

Security and Data
Protection Committee

Compliance Committee

!
(o) () (o) () () () () ()
— — — ) —

Figure 2 - Structure of Committees supporting the Executive Committee

In order to develop a solid and effective internal governance
andrisk managementframework, the Capital, Risk and Sustai-
nability Committee and the Internal Control Committee were
also setup, with an emphasis onthe risk management system.

The Capital, Risk and Sustainability Committee is responsi-
ble for supporting the Executive Committee in monitoring the
risk strategy, supervising its execution and implementing a
sustainability framework.

The Internal Control Committee is responsible for assisting
the Executive Committee in monitoring the BCTT Group’s in-
ternal control system and supervising the implementation of
the non-financialrisk management strategy.

In addition to the functions carried out by the committees su-
pporting the Executive Committee, and as far as risk mana-
gementis concerned, the control functions assume the follo-
wingresponsibilities:

® Risk Management Function ("RMF"): (i) identify, assess,
monitor and report to the management and supervisory
bodies on the risks relevant to the Group; (i) ensure the in-
tegrated management of the Group's risks, proposing the
risk strategy to the Board of Directors and developing me-
thodologies forits measurementand control, which are va-
lidated periodically; (iii) develop scenarios and stress tests
to ensure compliance with obligationsinadverse scenarios;
and (iv) draw up periodic reports for the Board of Directors,
Supervisory Body and relevant Committees, providing es-
sentialinformation for decision-making;

® Compliance function: () promote the identification and
continuous mitigation of compliance and reputational risks
and (ii) implement a monitoring programme for the detec-
tion and correction of non-compliance and for the preven-
tion of criminal activities or sanctioned entities; and

@ Internal Audit function: () Ensuring independent risk as-
sessments and key controls for business units, processes,
products and systems and (i) verifying the processes and
controlsrelevantto strategic decisions, ensuringalignment
between the information disclosed to the Board of Direc-
tors and the Body exercising executive functions and the
risks associated with these strategies.

13

The governance model of the BCTT Group’s risk management
system follows the principle of segregation of duties, presen-
ting a functional separation between the responsibilities of
the three lines of defence, guaranteeing the dissociation bet-
ween the areas of origination (or risk takers) and those of con-
trol and independent review, in addition to the management
and supervisory bodies.

Thefirstline of defenceis made up of the business generating
units and related areas, which are directly involved in day-to-
-day risk management. They are responsible for identifying,
assessing, monitoring and controlling the risks inherent in
their activities, as well as identifying and reporting internal
control deficiencies and operational risk events, including the
implementation of action plans aimed at mitigating the risks
identified.

The second line of defence monitors risks, supporting the
firstline inidentifying and managingrisks, and evaluates the
effectiveness of the controls implemented for risk manage-
ment. Itis made up of support and control functions, namely
Risk Management and Compliance. In addition, areas such
as Planning and Control, Security and Data Protection, Legal
Services and Human Resources support the Control Func-
tions in monitoring and controlling the firstline.

The third line of defence is carried out by Internal Audit, whi-
chisresponsible forindependently examining and assessing
the adequacy and effectiveness of the policies, processes
and procedures that underpin the system of governance, risk
management and internal control, by testing the effective-
ness of the controlsimplemented..

The Group's risk management model complies with interna-
tionally recognised and accepted principles, such as the “Gui-
delines on Internal Governance” (EBA/GL/2021/05) issued
by the EuropeanBanking Authority (EBA),and nationallyinline
with Banco de Portugal Notice No.3/2020 on governance and
internal control systems.
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As ameans of complying with Article 435(2)(a), (b) and (c) of the
CRR,the BCTT Group disclosesinformationrelatedto the gover-
nance system, specifically on the managementpositions held by
the members of the management body, the recruitment policy,
the technicalknowledge and skills of the members of the mana-
gement body and the diversification policy in relation to the se-
lection of therespective members.

Atthe end of 2023, the BCTT Group's Board of Directors con-
sisted of 11Tmembers, who were appointed for the 2022/2024
term of office.

The"Policy forthe Selection, Evaluationand Succession of Mem-
bers of the Management and Supervisory Bodies of the Banco
CTT Group” (available on the Bank’s website - www.bancoctt.
pt) establishes the principles to be observed by the BCTT Group
(i) in the assessment of the individual suitability of the members
of the Management and Supervisory Bodies for the exercise of
their specific duties or specific position, as well asinthe collective
assessment of the composition of those Bodies; and (i) in the
succession of the members of the Management and Supervi-
sory Bodies, in which the definedindividual, collective and diver-
sity assessment criteria are takeninto account.

The BCTT Group carries out an individual assessment of the
suitability of the members of the Management and Supervi-
sory Bodies, considering the criteria of suitability, qualifica-
tions, professional experience, independence and availability,
always valuing the demonstration of high ethical principles,
namely diligence, neutrality, loyalty, discretion and respect for
the interests entrusted, which are compatible with the stan-
dards required by the Institution, its risk culture, its governance
model, its strategy, its business model and the risks to which
the BCTT Group is exposed, as well as the ability of the mem-
bers of the Management and Supervisory Bodies to exercise
thoughtful, constructive andindependent criticaljudgement.

Without prejudice to individual assessment, the members
of the Management and Supervisory Bodies must have the
appropriate professional qualifications and experience, consi-
dering the diversity of qualifications, skills and competencies
required, taking into account the role of its members in the
context of the BCTT Group’s governance model, strategy and
business model, and the risks to whichitis exposed.

As shown in Figure 1 above, the BCTT Group’s governance
structure includes a Selection and Remuneration Committee,
elected by the shareholder, with powers to select and assess
the suitability of the members of the Management and Super-
visory Bodies, and with powers to set the remuneration of the
members of the Board of the General Meeting, the Board of
Directors, the Audit Committee and the Statutory Auditor.
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3.2. Risk categories

In order to monitor all the materially relevant risks to which
the BCTT Group is exposed, the Group has the “General
Internal Control and Risk Management Policy of the Banco
CTT Group”, which contains all the risk categories to which the
BCTT Groupis exposed, applicable to allthe Group’s products
and services, systems, areas, processes, procedures and
activities. The Risk Department is responsible for drawing up
this policy and it is submitted for approval by the Executive
Committee, for subsequent appraisal by the Audit Committee
and approval by the Board of Directors.

In addition, at least once a year or whenever there are signifi-
cant situations that justify it, the BCTT Group reviews its Risk
Appetite Statement (“RAS"), which defines the materially
relevant risks in the Group’s context, according to the risk
categories defined in the Group’s Risk Taxonomy, as well as
therespective tolerancelimits foreachrisk,inorderto achieve
the defined strategic objectives.

The main risks to which the BCTT Group is subject are listed
below.

Credit risk is related to the possibility of negative impacts on
results or capital due to the inability of a counterparty (borro-
wer orits guarantors) to fulfilits obligations to the Group.

As the Group’s main activity is commercial banking, with an
emphasis on the retail segment, it is highly exposed to credit
risk. In addition, the Group is exposed to credit risk in other ac-
tivities, namely direct exposure to credit risk in investments
and deposits in other credit institutions, eurozone public debt
securities and debtinstruments from otherissuers.

Throughout the credit life cycle, the BCTT Group seeks to
create and maintain an appropriate management process
that includes prudent policies and procedures for identifying,
measuring, evaluating, monitoring, reporting, controlling and
mitigating risk, as well as creating conditions that maximize
recoveryresults. Creditriskis quantified/measuredonamon-
thly basis by assessingexpected creditlosses usinga collecti-
ve andindividualimpairment model.

The Capital, Risk and Sustainability Committee, the Audit
Committee and the Board of Directors regularly monitor the
Group’s creditrisk profile,namely the evolution of creditexpo-
sures and the monitoring of losses as well as approved credit
requirements and limits.

Credit concentration risk

The Group identifies credit concentration risk as the possibility
of losses associated with significant exposures to anindividual
counterparty, or to a group of related counterparties, or ex-
posures with other types of concentration such as economic
sectors, geographicalregions, currencies or products.

The analysis of risk concentration is therefore based on geo-
graphical concentration and the economic sectorin which the
counterparties arelocated, in orderto ensure that this concen-
trationis aligned with the Group's risk appetite policy.

Impairment model

Asstatedinthe AnnualReport of 31 December2023 (availab-
le on the Bank’s website - www.bancoctt.pt), the impairment
model adopted by the Group follows the requirements set
outinIFRS 9 and the criteria established in Banco de Portugal
Circular Letter 62/2018.

Accordingly, impairment is calculated taking into account the
classification of the credit in three stages, taking into account
changes in the asset'’s credit risk since its initial recognition.
Credit cantherefore be classified as:

@ Stage 1:operations thathave not seen asignificantincrease
in credit risk since their initial recognition for which the ex-
pected losses result from a default event that could occur
within 12 months of the reporting date (12-month expected
creditlosses);
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® Stage 2: operations that have seen a significant increase in
credit risk since their initial recognition, which are not im-
paired, for which the expected losses result from a default
eventthat could occur over the expected residual life of the
operations (lifetime expected credit losses);

@ Stage 3:impaired operations whose expected loss results
from verified events of default. In addition, Purchased or
Originated Credit-Impaired (POCI) operations are classified
instage 3.

The main inputs used to measure expected credit losses on
a collective basis are obtained through internal models and
otherrelevanthistorical dataandincluderisk parameters such
as Probability of Default (PD), Loss Given Default (LGD), and
Exposure Given Default (EAD).

The following tables present quantitative information on credit
risk, specifically on the description of exposures and asset quality:

®EU CR1 - Performing and non-performing exposures and
related provisions

® EU CQ1- Credit quality of forborne exposures

® EU CQ3 - Credit quality of performing and non-performing
exposures by past due days

® EU CQ7 - Collateral obtained by taking possession and exe-
cution processes
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(amounts in thousands of euros)

Accumulated impairment, accumulated negative changes in fair Collateral and financial

Gross carrying amount/nominal amount o . R
ying value due to credit risk and provisions guarantees received

. Non-performing exposures — accumulated
Performing exposures - accumulated

Performing exposures Non-performing exposures X - . impairment, accumulated negative changes in
impairment and provisions R o .
fair value due to credit risk and provisions
Accumulated On Onnon-
. . . . of which of which of which of which partial performing performing
of which Stage 1| of which Stage 2 of which Stage 2 | of which Stage 3 Stage 1 Srtage 2 Stage 2 Stage 3 write-off axposures exposures
Cash balances at central
005 banks and other 1,317,029 1,317,029 - - - - (0) (0) - - - - - - -
demand deposits
010 Loans and advances 1,575,824 1,478,363 97,460 77,218 - 75,692 (10,151 (3,706) (6,445) (37,673) - (37,094) - 1,438,361 30,606
020 Central banks - - - - - - - - - - - - - - -
030 General _ _ ~ ~ _ _ _ _ ~ _ _ ~ ~ _ ~
governments
040 Credit 12,01 12,011 - - - - 8) 8) - - - - - - -
Institutions
050 Other ﬁn.anaal ~ ~ _ _ _ _ ~ _ _ ~ _ ~ ~ _ _
corporations
060 Non-financial 90,065 83,196 6,869 8,125 - 7,807 (1,003) (370) (633) (3,478) - (3,448) - 76,462 3392
corporations
070 Of which, SMEs 86,096 79,615 6,481 7,829 - 7,572 (977) (351 (626) (3,381 - (3,357) - 74,278 3,254
080 Households 1,473,747 1,383,156 90,591 69,093 - 67,885 (9,140) (3,329) (5,81) (34,195) - (33,647) - 1,361,899 27,214
090 Debt securities 729,563 729,563 - - - - (97) 97 - - - - - - -
100 Central banks - - - - - - - - - - - - - - -
10 General governments 719,709 719,709 - - - - (96) (96) - - - - - - -
Credit
120 Institutions - B B B B B ) B B B B B B B B
130 OtherﬁljanC|al 9.855 9.855 _ _ _ _ o Q) _ - - - - - -
corporations
140 Non—ﬁne.mcial B B _ _ _ B B ~ B _ B ~ B B _
corporations
150  Off-balancesheet 80,508 79,548 960 59 - 59 (120) (94) (26) (34) - (34) - -
exposures
160 Central banks - - - - - - - - - - - - - -
170 General 37,438 37,438 - - - - - - - - - - - -
governments
180 Credit 5,800 5,800 - - - - - - - - - - - -
Institutions
190 Other ﬁn.anaal _ ~ ~ _ _ _ ~ _ ~ ~ _ _ ~ _
corporations
200 Non-financial 2,714 2,714 - - - - - - - - - - - -
corporations
210 Households 34,556 33,596 960 59 - 59 (120) (94) (26) (34) - (34) - -
220  Total 3,702,924 3,604,504 98,420 717,277 - 75,751 (10,368) (3,898) (6,470) (37,707) = (37,128) - 1,438,361 30,606

Table 2 - EU CR1- Performing and non-performing exposures and related provisions
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Gross carrying amount/nominal amount of exposures with forbearance measures

Non-performing forborne

Performing forborne Of which defaul-ted Of which impaired

Cash balances at central banks
and other demand deposits

Loans and advances 21,640 15,942 15,920 15,920
Central banks - - - -
General governments - - - -
Creditinstitutions - - - -
Other financial corporations - - - _
Non-financial corporations 518 749 749 749
Households 21,122 15,193 15,172 15,172

Debt securities - - - -

Loan commitments given - - - -

Total 21,640 15,942 15,920 15,920

Table 3 - EU CQ1- Credit quality of forborne exposures

Accumulated impairment, accumulated negative changes in fair value

due to credit risk and provisions

On performing forborne
exposures

(1,081

(38)

(1,044)

(1,081

On non-performing forborne
exposures

(7,005)

(298)

(6,707)

7

(6.998)

19

(amounts in thousands of euros)

Collateral received and financial guarantees received
on forborne exposures

Of which collateral and financial
guarantees received on
non-performing exposures
with forbereance measures

20,873 8,854
451 350
20,423 8,503
20,874 8,853
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(amounts in thousands of euros)

Gross carrying amount/nominal amount Gross carrying amount/nominal amount
Perfoming exposures Non-performing exposures
Unlikely to pay
that are not
Not past due Past due past due or are Past due Past due Past due Past due Past due
or past due >30days pastdue <90 >90 days >180 days >1year >2years >5years Past due Of which
<30days <90 days days <180 days <lyear <2years <5Svyears <7 years >7 years defaulted

005 Cash balances at central t_)anks 1317,029 1,317,029 _ _ _ _ _ _ - - - -
and other demand deposits

010 Loans and advances 1,575,824 1,564,880 10,943 77218 27,016 12,208 1,668 1,012 14,616 641 56 77,218
020 Central banks - - - - - - - - - - - _
030 General governments - - - - - - - - - - - _
040 Credit institutions 12,01 12,0M - - - - - - - - - -
050 Other financial corporations - - - - - - - - - - - _
060 Non-financial corporations 90,065 88,338 1,727 8,125 2,221 1,447 1,666 1,301 1,222 217 50 8,125
070 Of which SMEs 86,096 8,4570 1,526 7,829 2,196 1,400 1,571 1,280 1,165 217 - 7,829
080 Households 1,473,747 1464,531 9,216 69,093 24,795 10,761 10,002 9,71 13,394 424 6 69,093
090 Debt securities 729,563 729,563 - - . - - - - - - -
100 Central banks - - - - - - - - - - - -
10 General governments 719,709 719,709 - - - - - - - - - -
120 Credit institutions - - - - - - - - - - - -
130 Other financial corporations 9,855 9,855 - - - - - - - - - -
140 Non-financial corporations - - - - - - - - - - - _
150 Off-balance sheet-exposures 80,508 - - 59 - - - - - - - _
160 Central banks - - - - - - - - - - - -
170 General governments 37,438 - - - - - - - - - - -
180 Credit institutions 5,800 - - - - - - - _ - _ _
190 Other financial corporations - - - - - - - - - - - _
200 Non-financial corporations 2,714 - - - - - - - - - - _
210 Households 34,556 - - 59 - - - - - - - -
220 Total 3,702,924 3,611,472 10,943 77,277 27,016 12,208 11,668 1,012 14,616 641 56 77,218

Table 4 - EU CQ3 - Credit quality of performing and non-performing exposures by past due days
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010 Property Plant and Equipment (PP&E)
020 Other than PP&E
030 Residentialimmovable property
040 Commercialimmovable property
050 Movable property (auto, shipping, etc.)
060 Equity and debt instruments
070 Other
080 Total
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(amounts in thousands of euros)

Collateral obtained by taking possession

and execution processes
Value at initial Accumulated
recognition negative changes
1 )
1 )
1 V)]

Table 5 - EU CQ7 - Collateral obtained by taking possession and execution processes

Market risk generally represents the possibility of negative
impacts onresults or capital due to unfavourable movements
in the market price of the instruments in the trading portfolio,
including fluctuations ininterest rates, exchange rates, share
prices and commodity prices. Market risk arises mainly from
short-term positions in debt and equity securities, foreign
currency, commodities and derivatives.

The Group does not have a trading portfolio, and as at 31De-
cember 2023 its entire debt securities portfolio is carried
at amortized cost, with the mainrisk arising fromitsinvest-
ments being creditrisk and not market risk.

Inorderto limitpossible negativeimpacts due to difficulties
in any market, sector orissuer, the Group has defined a set
of limits for the management of its own portfolio, to ensu-
re that the levels of risk incurred in the Group’s portfolios
are in line with pre-defined levels of risk tolerance. These
limits are regularly reviewed and monitored by the Capital,
Risk and Sustainability Committee, the Audit Committee
and the Board of Directors..

The interest rate risk of the banking portfolio is related to the
possibility of negative impacts on results or capital due to
adverse movements in the interest rates of elements of the
banking portfolio, through maturity mismatches or interest
rate re-setting. In this way, the risk results from the lack of
perfect correlation between the rates received and the rates
paidonthe differentinstruments.

Interestrateriskis monitored monthly onthe basis of repricing
gap reports, by monitoring interest rate sensitive assets and
liabilities. These reports present sensitive assets and liabilities
grouped into fixed time intervals from which it is possible to
ascertain the potentialimpact on the Group'’s net interest income
and economic value resulting from interest rate variations and
forwhichthe BCTT Group has defined limits.

The Group hedges the interestrate risk of the banking portfo-
lio through the repricing structure of the investment portfolio,
as well as by contracting derivative hedginginstruments.

Liquidity and Funding Risk is related to the occurrence of ne-
gativeimpacts onresults or capital, resulting from the Group's
inability to have liquid funds to meet its financing repayment
obligations withoutincurring significant losses.

The BCTT Groupis exposedto liquidity risk due to the fact that
its business is based on longer maturities, namely mortgage
lending, and its main source of liquidity is deposits from pri-
vate customers.

The Treasury Department is responsible for ensuring the
management of cash flows and the necessary levels of short-
-term liquidity , namely High Quality Liquid Assets (HQLA), as
wellas the execution of mediumandlong-termfundingplans.
Itis also responsible for ensuring the liquidity risk limits esta-
blished in the RAS and the minimum cash reserves, as well
as otherratios, whether regulatory or defined by the Board of
Directors, and for detecting any situations of non-compliance
with the liquidity ratio requirements in a timely manner, informing
the Executive Committee and the Risk Department.

The Risk Department is responsible for supporting (i) the
Board of Directors in defining liquidity limits, ensuring the
identification, assessment and continuous monitoring of
compliance with the defined limits; (i) keeping the Treasury
Departmentinformed of the behaviour of variables thatimply
changesinrisks with animpact onthe Group's liquidity and (i)
proposing to the Capital, Risk and Sustainability Committee
(CCRS) the methodologies and assumptions to be used in
liquidity stress tests. The Risk Departmentis also responsible
for coordinating and preparing liquidity management support
reports and the Liquidity Contingency Plan for presentationto
the CCRS and, subsequently, to the Board of Directors.

The Risk Department, together with the Treasury Department,
are responsible for supporting the CCRS in defining and moni-
toring specific Key Risk Indicators (KRIs) to support liquidity
risk management.

The CCRS is responsible for proposing the “Banco CTT Group
Liquidity Management Policy” to the Board of Directors, ta-
king into account business objectives and opportunities, as well
as legal and regulatory requirements. In addition, the CCRS
is responsible for (i) assessing the risk inherent in the balance
sheet structure and in carrying out financial operations, taking
into account the need to optimise the financial resources avai-
lable and maintain liquidity at levels compatible with the effecti-
ve and efficient functioning of the Group as a whole; (i) defining
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liquidity limits by Bank Counterparty and by asset encumbrance;
(iii) approving the methodologies and assumptions to be used in
the Group's liquidity stress tests, as well as the Liquidity Contin-
gency Plan, both presented by the Risk Department.

Within the scope of the RAS, the Board of Directors sets
limits for liquidity risk, including the survival horizon for
stress tests, delegating to the CCRS the responsibility for
supervising the liquidity management model put in place
and monitoring the relevantratios to guarantee the Group's
financial soundness.

Operational risk arises from the likelihood of negative im-
pacts on results or capital arising from inadequate or failed
internal procedures, systems, people or the occurrence of
external events.

Operational risk management focuses on identifying, asses-
sing, reporting and monitoring risk. The Group therefore uses
an operational risk management model based on three main
instruments:

® Processforidentifyingandrecording operationalrisk events;
® Processforidentifyingand quantifying KRIs; and
@ RiskSelf-Assessment (“RSA") process, as the Group develops.

The operational risk management framework is based on 3 lines
of defence. Thefirstline of defenceis the BCTT Group employees
and Process Owners responsible for day-to-day risk manage-
ment, in accordance with the policies, procedures and controls
that have been putin place. The second line of defence is provi-
ded by the Control Functions, namely the Risk Department and
the Compliance Department. In this sense, the second line of
defence is responsible for monitoring operational risk, suppor-
ting the first line in identifying the risks and controls associated
with the various processes. Internal Audit is the third line of
defence and is responsible for independently examining and
evaluating the adequacy and effectiveness of the policies,
processes and procedures that support the governance and
risk management system.

Business Model risk results from the possibility of negative
impacts onresults or capital arising frominadequate strategic
decisions, poorimplementation of decisions or the inability to
respond to changes in the environment or the Group'’s busi-
nessenvironment.
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The Group actively manages its strategic risk through conti-
nuous reviews of its Business Plan, depending on the evolu-
tion of the businessitself, the economic and competitive envi-
ronmentand market conditions, takinginto accountits level of
capitalandtherisks assumedin strategic decisions, as well as
the planned capitalisation plan.

Monitoring is carried out regularly by the Executive Commit-
tee, the Audit Committee and the Board of Directors, by moni-
toringbudget deviations.

Compliancerisk arisesfromthe possibility of negativeimpacts
onthe Group’sresults, capital or activity, due to legislative and
regulatory changes, non-compliance with internal manage-
ment policies, processes or procedures (e.g. resulting in fines,
penalties, sanctions or compensation), non-compliance with
specific determinations by supervisory authorities, as well as
the failure to obtain, or maintain the requirements necessary
to maintain, the authorisations or requirements necessary
to carry out the activity.

The prevention and mitigation of the BCTT Group’s com-
pliance risk is the responsibility of the Group’'s Complian-
ce Function, with the involvement of the Management and
Supervisory Bodies.

With a focus on compliance risk management, the Group has
adopted an internal governance model that promotes the ef-
fectiveness of itsinternal control system, through the indepen-
dent and influential performance of the control functions and
the implementation of policies and regulations that prevent
conductrisks,namely the definition of remunerationandincen-
tive policies that preventthe occurrence of conflicts of interest.
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The Information Systems risk arises from the possibility of cons-
traints caused by failure, breakdown or other interruption in infor-
mation systems and/or other technologicalinfrastructures.

The Information Security framework adopted by the Group
is based on the following areas: governance and compliance,
cybersecurity, data protection, identity and access manage-
ment, vulnerability management, coordination and response
to security incidents, and systems development, maintenance
and acquisition.

The Security and Data Protection Department is respon-
sible for managing and monitoring the risk of information
systems

Climate and environmentalriskis related to the possibility of
negative impacts due to climate change and environmental
degradation and consequent structural changes that affect
economic activity and therefore the financial system. Clima-
te and environmental risks are considered to comprise two
fundamentalrisk factors:

i. physicalrisks - The possibility of negative impacts from climate
change, including more frequent extreme weather events
and gradual climate change, as well as environmental degra-
dation, namely air, water and soil pollution, pressure on water
resources, loss of biodiversity and deforestation; and

ii. transition risks - The possibility of negative impacts that
may result, directly or indirectly, from the adjustment process
towards a low-carbon and more environmentally sustaina-
ble economy.

With regard to climate and environmental risks, the BCTT
Group's medium and long-term objectives are (i) to support the
energy transition through its commercial offer and (i) to create a
limited ecological footprintin the Group’s operations. To this end,
the Group has already adopted metrics for managing climate
and environmental risks, initially from a monitoring perspective,
without definedtolerance levels or alert or activation limits.

3.3. Board of Directors’
Statement - Article 435(1)
(e) of the CRR

The Board of Directors of the BCTT Group declares that the
riskmanagementsystemimplemented,aswellasthe Group's
risk management processes and measures, are adequate,
taking into account the Group's complexity, size, risk profile
and strategy.

3.4. Board of Directors’
Statement - Article - 435(1)
(f) of the CRR

The BCTT Group conducts its business in a prudent and sus-
tainable manner. The objectives set for the business are, at all
times, limited by risk tolerance levels, ensuring the Group's
long-term sustainability and profitability.

Risk tolerance levels are defined in the Group’s Risk Appetite
Statement, which is an instrument used in the Bank's mana-
gement and decision-making process in its consolidated ac-
tivity. The firstand foremost objective of the RASis to lead the
Group,ingeneral, andits governing bodies, in particular, tore-
flect onthe Bank's risk positioning.

The RAS is divided into two main components: (a) Governance
Model which, based on the “General Internal Control and Risk
Management Policy”, assigns responsibilities to the various go-
verning bodies and structural units and (b) Risk Assessment and
Indicators, which includes an assessment of the various risks,
identification of material risks and definition of limits for these.
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The RAS s reviewed at least annually, both with regard to the
assessment of risks and identification of those that are mate-
rialand withregardto the choice of relevantindicators and the
established limits.

The 2023-25 version of the RAS, approved by the Board of
Directorsin December 2022, includes 19 indicators with limits
that the Group considers essential for the sustainability of its
business: capital management, liquidity, operational, credit,
interest rate, reputational, compliance and information sys-
temrisks.InDecember2023, the Board of Directors approved
the RAS that will be in force from 2024-2026, expanding the
range of indicators to 27 and carrying out a full review of the
indicators and limits.

Inthe last 2 years, the BCTT Group has presented the follow-
ing consolidatedindicators:

‘23 ‘22

Total Capital Ratio 21.0% 15.6%
Liquidity Coverage Ratio
942.7% 601.2%
(LCR)
Leverage Ratio 5.8% 6.8%
Return on Tangible Equit
d auiy 8.8% 4.4%

(ROTE) - business view

Table 6 - Key metrics Values as at 31december 2023 and 2022.

In addition, under the terms and for the purposes of Article
453(1)(f)(ii) of the CRR of the CRR, during the 2023 financial
year there were no intra-group transactions with a significant
impact on the Group’s risk profile. With regard to transactions
with related parties with a significant impact on the Group’s
risk profile, during 2023, Banco CTT, S.A’'s stake in Payshop
Portugal, S.A.was soldinits entirety to CTT - Correios de Por-
tugal, S.A., thus ending its shareholding relationship with the
BCTT Group.
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4. Capital Adequacy
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(Articles 437 and 438)

4.1. Own Funds

This section presents the information in compliance with Ar-
ticle 437(a) and (b) of the CRR and Article 438(c) and (d) of the
CRR, in accordance with the requirements set out in the EU
CCAandEUOVCtemplates of CommissionImplementingRe-
gulation (EU) 637/2021.

Inthe complex regulatory environment of the banking sector,
calculatingtheamountof ownfundsis afundamentalpillar for
guaranteeingthe financial stability and resilience of any insti-
tution. In essence, this calculation involves the careful asses-
sment and aggregation of the various components that make
up the BCTT Group’s capital base. These components include
regulatory capital elements - such as Common Equity Tier
1capital (CET1), Additional Tier 1capital (AT1) and Tier 2 capital
(T2) - as well as certain deductions and adjustments provided
for in the applicable regulations. Each element has different
characteristics and eligibility criteria, reflecting its capacity to
absorb losses and contribute to the BCTT Group’s overall fi-
nancialresilience.

Own funds are calculated in accordance with the prudential
framework established by the CRR and Directive 2013/36/EU
("CRD"”, CapitalRequirements Directive), both of the European
Parliament and of the Council, of 26 June 2013, which together
transpose the Basellllframeworkinto Europeanregulations.

The BCTT Group's own funds are calculated from the financial
statements, based on the accounting own funds and taking
into accountthe prudential framework established by the CRR
andthe CRD.

The BCTT Group’s regulatory own fundsinclude the following
componentsasat31December2023:

® Paid-in capital
At the end of 2023, the BCTT Group's share capital was
296,400 thousand euros, represented by 296,400 thou-
sand ordinary shares, with no par value, 100% held by CTT
- Correios de Portugal S.A.

® Revaluation reserves, reserves and retained earnings, and
netprofitforthe year
Information on the composition of these items is detailed
inthe AnnualReportfor2023 (available onthe Bank’'s web-
site - www.bancoctt.pt), in the notes to the financial state-
ments No. 27.

@ Prudentialfilters

@ Additional Valuation Adjustment (AVA)
The AVA is calculated according to the simplified approach
defined in Chapter Il of Commission Delegated Regulation
(EV) 2016/101, which considers the application of 0.1% to the
sum, in absolute value, of the assets and liabilities valued
at fair value, representing around 23 thousand euros as at
31December2023.

® Deductionsto common equity tier1

® Intangible assets
This component mainly includes the amounts resulting
from investment in software and totalled 13,174 thousand
euros as at31 December2023.

® Goodwill
This amount refers to the difference between the amount
paid by the BCTT forthe acquisition of 100% of the capital of
321 Crédito - Instituicdo Financeira de Crédito, S.A. and the
fair value of the assets, liabilities and contingent liabilities
thatwere acquired, totalling 60,679 thousand euros as at 31
December2023

® Positions on securitisations that can be assigned a risk
weightof 1,250%.
Amounts relating to exposures on securitisations deducted
fromownfundsinaccordance with Article 36(1)(k) of the CRR,
amountingto 2 thousand euros as at31December2023.

® Impactof adopting IFRS9
The Bank adopted the option of recognising the impacts
of IFRS9 in stages, in accordance with the provisions of
article 473-A of the CRR.

The composition of regulatory own funds for the year en-
ded 31 December2023is describedin Table 3below. As at 31
December2023,the BCTT Group has no additional Tier 1ca-
pital (AT1) or Tier 2 capital (T2).

Common Equity Tier 1(CET1) capital: instruments and reserves

1

EU-5a

6

Capitalinstruments and the related share premium accounts
of which:Instrumenttype1
of which:Instrumenttype 2
of which: Instrumenttype 3
Retained earnings
Accumulated other comprehensive income (and otherreserves)

Funds for general banking risk

Amount of qualifyingitems referred toin Article 484 (3) CRR
andtherelated share premium accounts subjectto phase outfrom CET1

Minority interests (amountallowedin consolidated CET1)
Independently reviewed interim profits net of any foreseeable charge or dividend

Common Equity Tier 1(CET1) capital before regulatory adjustments

Common Equity Tier 1(CET1) capital: regulatory adjustments

7

8

10

n

12

13

14

15

16

17

18

19

EU-20a

EU-20b

Additional value adjustments (negative amount)
Intangible assets (net of related tax liability) (negative amount)

Deferred tax assets thatrely on future profitability excluding those arising
fromtemporary differences (net of related tax liability where the conditions
in Article 38 (3) CRR are met) (negative amount)

Fairvaluereservesrelatedto gains orlosses on cash flow hedges
of financialinstruments thatare not valued at fair value

Negative amounts resulting from the calculation of expected loss amounts

Anyincreasein equity thatresults from securitised assets (negative amount)

Gains orlosses onliabilities valued at fair value resulting from changes
inown credit standing

Defined-benefit pension fund assets (negative amount)

Direct, indirect and synthetic holdings by aninstitution of own
CET1instruments (negative amount)

Direct, indirect and syntheticholdings of the CET Tinstruments of financial sector entities
where those entities have reciprocal cross holdings with the institution designed to inflate

artificially the own funds of the institution (negative amount)

Direct, indirect and synthetic holdings by the institution of the CETTinstruments of financial
sector entities where the institution does nothave a significantinvestmentinthose entities

(amountabove 10% threshold and net of eligible short positions) (negative amount)

Direct, indirect and synthetic holdings by the institution of the CETlinstruments

of financial sector entities where the institution has a significantinvestmentin those
entities (amount above 10% threshold and net of eligible short positions) (negative amount)

Exposure amount of the followingitems which qualify foraRW of 1250%,
where the institution opts for the deduction alternative

of which: qualifying holdings outside the financial sector (negative amount)
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(amounts in thousands of euros)

‘23
296,400

296,400

(46,098)

2,692

17,023

270,018

(23)

(73,853)

@

EU CC2
Reference

a)

a)

b)

b)

@]

d)

e)

(continue)
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(continuation)

EU-20c

EU-20d

21

22

23

25

EU-25a

EU-25b

27

EU-27a

28

29
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of which: securitisation positions (negative amount)

of which: free deliveries (negative amount)

Deferredtax assets arising from temporary differences (amount above 10% threshold, net
of related tax liability where the conditions in Article 38 (3) CRR are met) (negative amount)

Amount exceedingthe 17,65% threshold (negative amount)

of which: direct, indirectand synthetic holdings by the institution of the CETTinstruments of
financial sector entities where theinstitution has a significantinvestmentin those entities

of which: deferred tax assets arising fromtemporary differences

Losses forthe current financial year (negative amount)

Foreseeable tax chargesrelatingto CET1items except where the institution suitably
adjusts the amount of CET1items insofar as such tax charges reduce the amount
up to which those items may be used to cover risks or losses (negative amount)

Qualifying AT1deductions that exceed the AT1items of the institution (negative amount)
Otherregulatory adjustments
Total regulatory adjustments to Common Equity Tier 1(CET1)

Common Equity Tier 1(CET1) capital

Additonal Tier 1(AT1) capital: Instruments

30

31

32

33

EU-33a

EU-33b

34

35

36

Capital instruments and the related share premium accounts
of which: classified as equity under applicable accounting standards

of which: classified as liabilities under applicable accounting standards

Amount of qualifying items referred to in Article 484 (4) and the related share premium
accounts subject to phase out from AT1

Amount of qualifying items referred to in Article 494a(1) subject to phase out from AT1

Amount of qualifying items referred to in Article 494b(1) subject to phase out from AT1

Qualifying Tier 1 capital included in consolidated AT1 capital (including minority interests
notincluded in row 5) issued by subsidiaries and held by third parties

of which: instruments issued by subsidiaries subject to phase out

Additional Tier 1(AT1) capital before regulatory adjustments

(amounts in thousands of euros)

‘23

)

2,756
(71122)

198,896

EU CC2
Reference

(continue)

(continuation)

Additional Tier 1(AT1) capital: regulatory adjustments

37

38

39

40

4

42

42a

43

44

45

Direct and indirect holdings by an institution of own AT1instruments (negative amount)

Direct, indirect and synthetic holdings of the AT1instruments of financial sector entities where
those entities have reciprocal cross holdings with the institution designed to inflate artificially
the own funds of the institution (negative amount)

Direct, indirect and synthetic holdings of the ATTinstruments of financial sector entities where
the institution does not have a significantinvestment in those entities (amount above 10%
threshold and net of eligible short positions) (negative amount)

Direct, indirect and synthetic holdings by the institution of the AT1instruments of financial sector
entities where the institution has a significant investment in those entities (net of eligible short
positions) (negative amount)

Not applicable

Qualifying T2 deductions that exceed the T2 items of the institution (negative amount)
Other regulatory adjustments to AT1capital

Total regulatory adjustments to Additional Tier 1(AT1) capital

Additional Tier 1(AT1) capital

Tier 1capital (T1=CET1+ AT1)

Tier 2 (T2) capital: Instruments

46

47

EU-47a

EU-47b

48

49

50

51

Capitalinstruments and the related share premium accounts

Amount of qualifying items referred to in Article 484 (5) and the related share premium
accounts subject to phase out from T2 as described in Article 486 (4) CRR

Amount of qualifying items referred to in Article 494a (2) subject to phase out from T2

Amount of qualifying items referred to in Article 494b (2) subject to phase out from T2

Qualifying own funds instruments included in consolidated T2 capital (including minority
interests and AT1instruments not included in rows 5 or 34) issued by subsidiaries and held
by third parties

of which: instruments issued by subsidiaries subject to phase out
Credit risk adjustments

Tier 2 (T2) capital before regulatory adjustments

29

(amounts in thousands of euros)

‘23

198,896

EU CC2
Reference

(continue)
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(continuation)
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Tier 2 (T2) capital: regulatory adjustments

52

53

54

54a

55

56

EU-56a

56b

57

58

59

60

Direct and indirect holdings by an institution of own T2 instruments and subordinated loans
(negative amount)

Direct, indirect and synthetic holdings of the T2 instruments and subordinated loans of financial
sector entities where those entities have reciprocal cross holdings with the institution designed
to inflate artificially the own funds of the institution (negative amount)

Direct and indirect holdings of the T2 instruments and subordinated loans of financial sector
entities where the institution does not have a significant investment in those entities (amount
above 10% threshold and net of eligible short positions) (negative amount)

Not applicable

Direct and indirect holdings by the institution of the T2 instruments and subordinated loans
of financial sector entities where the institution has a significant investment in those entities
(net of eligible short positions) (negative amount)

Not applicable

Qualifying eligible liabilities deductions that exceed the eligible liabilities items of the institution
(negative amount)

Other regulatory adjustments to T2 capital

Total regulatory adjustments to Tier 2 (T2) capital
Tier 2 (T2) capital

Total capital (TC=T1+T2)

Total risk exposure amount

Capital ratios and requirements including buffers

61

62

63

64

65

66

67

EU-67a

EU-67b

68

69

70

n

Common Equity Tier 1

Tier1

Total capital

Institution CET1overall capital requirements
of which: capital conservation buffer requirement
of which: countercyclical capital buffer requirement

of which: systemic risk buffer requirement

of which: Global Systemically Important Institution (G-SII) or Other Systemically Important
Institution (O-SII) buffer requirement

of which: additional own funds requirements to address the risks other than the risk
of excessive leverage

Common Equity Tier 1capital (as a percentage of risk exposure amount) available
after meeting the minimum capital requirements

Not applicable
Not applicable

Not applicable

(amounts in thousands of euros)

‘23

198,896

947,577

21.0%
21.0%
21.0%
8.7%
2.5%
0.0%

0.0%

0.0%
1.7%

10.0%

EU CC2
Reference

(continue)

(continuation)

Amounts below the thresholds for deductions (before risk weighting)

72

73

74

75

Direct and indirect holdings of own funds and eligible liabilities of financial sector entities
where the institution does not have a significant investment in those entities (amount below
10% threshold and net of eligible short positions)

Direct and indirect holdings by the institution of the CET1instruments of financial sector entities
where the institution has a significant investment in those entities (amount below 17.65%
thresholds and net of eligible short positions)

Not applicable

Deferred tax assets arising from temporary differences (amount below 17.65% threshold,
net of related tax liability where the conditions in Article 38 (3) are met)

Applicable caps on the inclusion of provisions in Tier 2

Credit risk adjustments included in T2 in respect of exposures subject to standardised approach

6 (prior to the application of the cap)

77 Cap oninclusion of credit risk adjustments in T2 under standardised approach

78 Credit risk adjustments included in T2 in respect of exposures subject to internal ratings-based
approach (prior to the application of the cap)

79 Cap forinclusion of credit risk adjustments in T2 under internal ratings-based approach

Capital instruments subject to phase-out arrangements (only apply between

1Jan 2014 and 1Jan 2022)

80 Current cap on CET1instruments subject to phase out arrangements

81 Amount excluded from CET1due to cap (excess over cap after redemptions and maturities)

82 Current cap on AT1instruments subject to phase out arrangements

83 Amount excluded from AT1due to cap (excess over cap after redemptions and maturities)

84 Current cap on T2 instruments subject to phase out arrangements

85 Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)

Table 7 - EU CC1- Composition of regulatory own funds at 31.12.2023

31

(amounts in thousands of euros)

EU CC2

'23 Reference

8,964

Values as at 31december2023.
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The reconciliation of regulatory own funds with the balance sheet of the audited financial statements as at 31December 2023

is as follows:

Assets
Cash and deposits at central banks
Deposits atother creditinstitutions
Financial assets atamortised cost
Investments at creditinstitutions
Loans and advances to customers
Debt securities
Financial assets at fair value through profitor loss
Derivatives
Investment Fund Units
Financial assets at fair value through other comprehensiveincome
Debt securities
Repurchase agreements
Hedgingderivatives
Non-currentassets and disposal groups classified as held for sale
Non-currentassets heldfor sale
Assets of Disposal Groups Classified as Held for Sale
Investment properties
Othertangible assets

Goodwillandintangible assets

Investments in subsidiaries, associates, andjointly controlled entities

Currenttax assets

Deferredtax assets

Otherassets

Total Assets

Liabilities

Deposits from centralbanks

Financial liabilities classified as held for sale
Financial liabilities at fair value through profit or loss

Financialliabilities atamortised cost

Balance
sheetasin
published
financial
statements
31-12-2023

54,477
36,069

1,272,080
1,593,214
729,466

13,532

5,338
81,900

1753
39,303
3,827,132

13,744

(amounts in thousands of euros)

Under
regulatory
scope of
consolidation
31-12-2023

54,477
28,276

1,272,080
1,593,214
729,466

0

5,338
81,900
9,487
1753
39,288

3,815,280

13,744

‘23

EU CC1
Reference

d)

e)

(continue)

(continuation)

Deposits from other creditinstitutions
Deposits from customers
Debt securitiesissued
Financial liabilities associated with transferred assets
Hedging derivatives
Non-currentliabilities classified as held for sale
Provisions
Currenttax liabilities
Deferredtaxliabilities
Other subordinated liabilities
Otherliabilities
Liabilitiesincludedin disposal groups classified as held for sale
Total Liabilities
Equity
Share Capital
Share premium
Other equity instruments
Ownshares
Fairvaluereserves
Legalreserves
Retained earnings
NetIncome for the year
Expected dividends
Total Equity

Table 8 - EU CC2 - Reconciliation of regulatory own funds to balance sheet
in the audited financial statements

Balance
sheetasin
published
financial
statements
31-12-2023

3,106,179
347,375
0

1,692
1,362
3,607

83,156

3,557,114

296,400

3,037
(46,442)
17,023

270,018
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(amounts in thousands of euros)

Under
regulatory
scope of
consolidation
31-12-2023

3,106,179

338,943

1,692
1,362
186

83,156

3,545,262

296,400

3,037
(46,442)
17,023

270,018

‘23

EU CC1
Reference

a)

b)
b)

Values as at 31december2023.

The main differences between the prudential and accounting perimeters relate essentially to securitisation operations, particu-
larly withregard to securitisation vehicles - Ulisses Finance No. 2 and Ulisses Finance No. 3 - which are notincludedin the pruden-

tial perimeter.
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4.2. Own funds requirements
and risk-weighted
exposure amounts

This section aims to comply with Article 438(d) of the CRR,
inaccordance withtherequirementssetoutintheEU OV1tem-
plate of CommissionImplementingRegulation (EU) 637/2021.

When calculating capital requirements, the BCTT Group
applies the Standardised Approach for credit risk, in ac-
cordance with current prudential regulations, set out in
Chapter 2 of Title Il of Part Ill of the CRR. With regard to
determining the amount of exposure at risk both in the
calculation of own funds risk for CVA and for counterparty
creditrisk, the BCTT Group has adopted the Standardised
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Approach, as setoutin Chapter 6 of Title Il of Partlllandin
Article 275 of the CRR.

With regard to market risk, the BCTT Group does not hold a
trading book and does not intend to take on any material ex-
change rate risk (exposure to currencies other than EUR that
representmorethan1% of assets). As such, thisriskis notrele-
vantforthe purposes of calculating capital requirements.

Finally, for the calculation of operational risk capital require-
ments, the BCTT Group usesthebasicindicatormethod,inline
with Chapter 2 of Title lll of Partlll of the CRR.

0o N o un

EU8a
EU 8b

15

16

17

19
EU19a

20

21
22
EU 22a
23
EU23a
EU23b
EU23c

24

29

Creditrisk (excluding CCR)
Of which the standardised approach
Of which the Foundation IRB (F-IRB) approach
Of which slottingapproach

Of which equities under the simple risk
weighted approach

Of which the Advanced IRB (A-IRB) approach
Counterparty creditrisk - CCR

Of whichthe standardised approach

Of whichinternal model method (IMM)

Of which exposurestoa CCP

Of which credit valuation adjustment — CVA

Of which other CCR
Settlementrisk

Securitisation exposuresinthe
non-trading book (after the cap)

Of which SEC-IRBA approach

Of which SEC-ERBA (including 1AA)
Of which SEC-SA approach

Of which1250%/deduction

Position, foreign exchange and commodities risks
(Marketrisk)

Of whichthe standardised approach
Of which IMA
Large exposures
Operational risk
Of which basicindicatorapproach
Of which standardised approach
Of which advanced measurementapproach

Amounts below the thresholds for deduction
(subjectto 250% risk weight)

Total

Table 9 - EU OV1- Overview of total risk exposure amounts

Total risk exposure

‘23
719,736
719,736

188,984
188,984

947,602

amounts (TREA)

‘22
990,909
990,909

42,761
9,395

33,366"

25

148,925
148,925

1,182,619
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Thetotalamount of risk exposure and the corresponding capital requirements for the year ended 31December2023 are as follows:

(amounts in thousands of euros)

‘23
57,579
57,579

15,119
15,119

75,808

Total own funds
requirements

‘22
79,273
79,273

1,914
11,914

94,610

Values as at 31december 2023 and 2022.

* This figure replaces the figure published for the same reference date, and for the same item, in the Report ""Disclosure of Information under Part VIl of
Regulation (EU) 75/2013" for the year 2022.
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4.3. Capital Adequacy

According to Article 92 of the CRR, the minimum ratios to be
metare 8% fortotalownfunds, 6% for Tier1and 4.5% for CET1.

In addition to the minimum requirements establishedin the
CRR, as partofthe Supervisory Review and Evaluation Pro-
cess (SREP), the Banco de Portugal determined compliance
with the Pillar Il capital requirements of 8.69%, 10.75% and
13.50% forthe Common Equity Tier 1, Tier 1and Total ratios,
respectively, which remained unchanged in 2023 compa-
redto the levels definedin 2022.

The following table shows the capital ratios and minimum
requirements to be met by the BCTT Group, which shows
thattheratios calculated by the Group arein full compliance
with the minimum regulatory ratios.

It should be emphasised that the regulatory capital exces-
ses / insufficiencies, at their various levels, shown in the
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table above, only take into account the minimum ratios to
be complied with, as stipulated in Article 92 of the CRR.

Banco de Portugal, as the national resolution authority
(NRA), now considers the application of a resolution mea-
sure asthepreferredresolution strategy, with a single point
of entry (“SPE"), for the Banco CTT Group. In this context, a
minimum requirement for own funds and eligible liabilities
(“MREL") to be met at the consolidated level as of 30 June
2026 of 23.33% of the total exposure amount (“TREA"), in-
cluding 2.5% of the combined capital reserve requirement
("CBR") and 5.29% of the total exposure measure ("LRE")
was determined.”

To ensure compliance with the aforementioned require-
ments, the BCTT Group has established aplanto ensure its
financing activities and its ability to recapitalise in the event
of aresolution scenario.

(amounts in thousands of euros)

‘23 ‘22

Total Pillar | Pillar Il Buffers Total Pillar | Pillar Il Buffers
Common Equity Tier1
Surplus (+) / Shortfall (-) 156,255 131660
Common Equity Tier 1Ratio 21.0% 15.6%
Common Equity Tier 4.5% 6.2% 8.7% 4.5% 62% 8.7%
requirement
Tier1Surplus (+) /
Shortfall (=) 142,041 - - 113,921 - - -
Tier TRatio 21.0% 15.6%
Tier Trequirement 6.0% 8.3% 10.8% 6.0% 83% 10.8%
Total Capital Surplus (+) /
Shortfall (-) 123,090 90,269
Total Capital Ratio 21.0% 15.6%
Total Capitalrequirement 8..0% 1.0% 13.5% 8.0% 1.0% 13.5%

Table 10 - Capital ratios and requirements

Values as at 31december 2023 and 2022.

4.4. Internal Capital
Adequacy Self-Assessment
Process (Article 438)

This chapter aims to comply with Article 438(c) of the CRR,
in accordance with the requirements set out in the EU OVC
model of CommissionlmplementingRegulation (EU) 637/2021.

The BCTT Group carries out an annual self-assessment
exercise in order to determine the levels of capital adequacy
("ICAAP") to mitigate the risks inherent to its business model,
in accordance with the provisions of Banco de Portugal Ins-
truction 3/2019 of 25 January and the EBA's “Guidelines on
ICAAP and ILAAP information collected for SREP purposes”
(EBA/GL/2016/10). The assessment and determination of in-
ternal capital requirements falls within the scope of Pillar Il of
the Basel Accord.

The ICAAP should not be interpreted as a purely regula-
tory exercise, but also plays a fundamental role in the BCTT
Group's risk management insofar as, when developed in a
solid, effective and exhaustive manner, it allows for a clear as-
sessment of its risks in terms of capital consumption, under a
base scenario and anadverse scenario and over aprospective
time horizon of 3 years.

In terms of governance, the ICAAP is coordinated by the Risk
Department, in collaboration with the other functional areas,
andis subjecttoanindependentassessmentby Internal Audit.
The report is validated by the Capital, Risk and Sustainability
Committee, assessed by the Audit Committee and approved
by the Board of Directors. In addition to the above-mentioned
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regulatoryreporting, the Group monitors the various alertlimits
defined for the different risks in the Capital, Risk and Sustaina-
bility Committee and the Audit Committee ona quarterly basis.

The ICAAP begins with the process of identifying all the rele-
vantriskstowhichthe BCTT Groupis ormay be exposed from
an economic perspective, which must be in accordance with
its internal risk taxonomy. Therefore, the identification of the
risks considered relevant must be based on the Group's risk
appetite framework. The calculation of internal capital requi-
rements for the material risks identified is based on quantifi-
cation methodologies adapted to the Group’s activity and risk
profile, which are fully understood and used for internal risk
managementand decision-making. After quantifyingthe ma-
terial risks, the BCTT Group assesses the degree of adequa-
cy of internal capital by comparing it with the capital require-
ments previously calculated. In this context, the BCTT Group
seeks to ensure thatinternal capitalis sufficientand has ahigh
degree of permanence, so that it is immediately available to
absorb losses.

The following graph shows the distribution of capital requi-
rements for each of the materially relevantrisks, according to
the results of the last ICAAP exercise, with reference to 31 De-
cember2022. The mostrelevantrisks forthe BCTT Group are
creditrisk (74% of total capital requirements) and interest rate
risk (15% of total capital requirements).

Taking into account the complexity and size of the BCTT
Group, as well as the fact that its requlatory capital require-
ments are higher than its internal capital needs, the Group
has not, to date, identified the need to have a formal process
for monitoring internal capital consumption, considering the
monthly monitoring of requlatory capital consumption to be
sufficient.

Weight of eachrisk in the value of internal capital requirements

Credit Risk Interest Rate Risk

Figure 3 - Weight of eachrisk in internal capital requirements

Operational Risk Business

Concentration
Model Risk Risk
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5. Key Metrics
(Article 447)

This chapter presents the information provided forin Article 447 of the CRR, in accordance with the requirements set outin the EU
KM templates of Commission Implementing Regulation (EU) 637/2021.

(continuation)

(amounts in thousands of euros) (amounts in thousands of euros)

31-12-2023 30-09-2023 30-06-2023 31-03-2023 31-12-2023 30-09-2023 30-06-2023 31-03-2023

Available own funds (amounts) n Combinedbuffer requirement (%) 25% 2.5% 2.5% 2.5%
1 Common Equity Tier 1(CET1) capital 198,896 188,708 189,077 182,237 EUTa Overall capital requirements (%) 13.5% 13.5% 13.5% 13.5%
2 Tier1capital 198,896 188,708 189,077 182,237 2 CET1available after meeting the total SREP 10.0% 10.9% 3% 1.0%
3 Total capital 198,896 188,708 189,077 182,237 own funds requirements (%)
Risk-weighted exposure amounts Leverageratio
4 Total risk exposure amount 947,577 1228137 1193168 1175373 3 Totalexposure measure 3433544 3,085,540 2,710,074 2,570,045
) N ) ) 14 Leverageratio (%) 5.8% 6.1% 7.0% 7.1%
Capitalratios (as a percentage of risk-weighted exposure amount) Additi ; . .
s Common Equity Tier Tratio (%) 210% 15.4% 15.9% 15.5% ddltlona'l own funds requirements to address the risk
of excessive leverage (as a percentage of total exposure measure)
6 Tier 1ratio (%) 21.0% 15.4% 15.9% 15.5% Additional fund i s toadd
itional own funds requirements to address o o o o
7 Total capital ratio (%) 21.0% 15.4% 15.9% 15.5% BUMa e risk of excessive leverage (%) 0.0% 0.0% 0.0% 0.0%
Additional own funds requirements to address risks other than the risk of excessive leverage of which: to be made up of CET1capital
. R EU14b X 0.0pp 0.0pp 0.0pp 0.0pp
(as a percentage of risk-weighted exposure amount) (percentage points)
iti i i EU14c Total SREP leverage ratiorequirements (% 3.0% 3.0% 3.0% 3.0%
S
gelr Leverage ratio buffer and overall leverage ratio
EU7b (();g:?é:::at;ebs;;atgf up of CET1capital 17pp 17pp 17pp 17pp requirement (as a percentage of total exposure measure)
EU14d Leverage ratio buffer requirement (%) 0.0% 0.0% 0.0% 0.0%
EU7c of which: to be made up of Tier 1capital 23 23 23 23 . . . . . . .
(percentage points) -5pp -3pp -5pp -3pp EU 14e Overallleverage ratio requirement (%) 3.0% 3.0% 3.0% 3.0%
EU7d  Total SREP own funds requirements (%) 1.0% 1.0% 1.0% 1.0% Liquidity Coverage Ratio
Combined buffer and overall capital requirement 15 Total high-quality liquid assets (HQLA) 1185.283 1028868 992191 983,501
. . (Weighted value -average) T e ' ’
(as a percentage of risk-weighted exposure amount)
EU1 houtf -T igh 2242 210,87 201,517 192,447
8 Capital conservation buffer (%) 2.5% 2.5% 2.5% 2.5% Utea Cashoutflows - Total weighted value 286 0878 015 %2,
) ) EU 16b Cashinflows - Total weighted value 56,694 53,803 54,674 60,071
Conservationbuffer due to macro-prudential
EU8a or systemicrisk identified at the level of 0.0% 0.0% 0.0% 0.0% 16 Total net cash outflows (adjusted value) 167,592 157,075 146,843 124,129
aMember State (%) 17 Liquidity Coverage Ratio (%) 702.7% 659.7% 692.1% 804.6%
9 Institution specific countercyclical capital buffer (%) 0.0% 0.0% 0.0% 0.0% Net Stable Funding Ratio
EU9a  Systemicrisk buffer (%) 0.0% 0.0% 0.0% 0.0% 18 Total available stable funding 3,464,027 3,132,598 2,812,211 2,666,092
10 Global Systemically Important Institution buffer (%) 0.0% 0.0% 0.0% 0.0% 19 Total required stable funding 1512705 1854.464 1631943 1607120
EU10a Other Systemically Important Institution buffer (%) 0.0% 0.0% 0.0% 0.0% 20 NSFR ratio (%) 220 0% 168.9% 172.3% 165.9%

(continue)

Table 11- EU KM1 - Key metrics template (2023)
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Available own funds (amounts)

1
2
3

Common Equity Tier 1(CET1) capital
Tier1capital
Total capital

Risk-weighted exposure amounts

4

Capital ratios (as a percentage of risk-weighted exposure amount)

5
6
7

Total risk exposure amount

Common Equity Tier Tratio (%)
Tier 1ratio (%)
Total capitalratio (%)

31-12-2022

184,876
184,876
184,876

1,182,594

15.6%
15.6%
15.6%
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30-09-2022

174,288
174,288
174,288

1,091,765

16.0%
16.0%
16.0%

Additional own funds requirements to address risks other than the risk
of excessive leverage (as a percentage of risk-weighted exposure amount)

EU7a

EU7b

EU7c

EU7d

Additional own funds requirements to address risks
otherthantherisk of excessive leverage (%)

of which: tobe made up of CET1capital
(percentage points)

of which: to be made up of Tier 1capital
(percentage points)

Total SREP own funds requirements (%)

Combined buffer and overall capital requirement
(as a percentage of risk-weighted exposure amount)

8

EU8a

EU9a

EU10a

Capital conservation buffer

Conservationbuffer due to macro-prudential
or systemicriskidentified atthe level
of aMember State (%)

Institution specific countercyclical capital buffer (%)
Systemicrisk buffer (%)
Global Systemically Important Institution buffer (%)

Other Systemically Important Institution buffer (%)

3.0%

1.7pp

2.3pp

11.0%

2.5%

0.0%

0.0%
0.0%
0.0%
0.0%

3.0%

17pp

2.3pp

11.0%

2.5%

0.0%

0.0%
0.0%
0.0%
0.0%

(amounts in thousands of euros)

30-06-2022 31-03-2022

173,016
173,016
173,016

1,028,019

16.8%
16.8%
16.8%

3.0%

1.7pp

2.3pp

11.0%

2.5%

0.0%

0.0%
0.0%
0.0%
0.0%

165,321
165,321
165,321

1,086,739

15.2%
15.2%
15.2%

3.0%

17pp

2.3pp

11.0%

2.5%

0.0%

0.0%
0.0%
0.0%
0.0%

(continue)

(continuation)

31-12-2022
1 Combined buffer requirement (%) 2.5%
EUTla Overall capitalrequirements (%) 13.5%
2 CET1available after meeting the total SREP 1%

own funds requirements (%)

Leverage ratio
13 Totalexposure measure 2,628,616
14 Leverageratio (%) 7.0%

30-09-2022

2.5%
13.5%

1.5%

2,619,963
6.7%

Additional own funds requirements to address the risk of excessive leverage

(as apercentage of total exposure measure)

Additional own funds requirements

EUl4a to address therisk of excessive leverage (%) 0.0%
EU 14b ?;Z::;;r;:atgebsor::]a;g)eup of CET1capital 0.0pp
EU 14c Total SREP leverage ratio requirements (%) 3.0%
Leverage ratio buffer and overall leverage ratio requirement

(as a percentage of total exposure measure)

EU14d Leverage ratio buffer requirement (%) 0.0%
EU14e  Overallleverageratiorequirement (%) 3.0%
Liquidity Coverage Ratio

B e et 0L
EU16a Cash outflows - Total weighted value 212,731
EU 16b Cashinflows - Total weighted value 54,727
16 Totalnet cash outflows (adjusted value) 158,004
17 Liquidity Coverage Ratio (%) 601.2%
Net Stable Funding Ratio

18 Total available stable funding” 2,717,031
19 Totalrequired stable funding” 1,611,209
20 NSFRratio (%)* 168.6%

Table 12 - EU KM1 - Key metrics template (2022)

0.0%

0.0pp

3.0%

0.0%
3.0%

1,002,034

179,074

71,158
107,917
928.5%

2,681,401
1,541,277
174.0%

M

(amounts in thousands of euros)

30-06-2022

2.5%
13.5%

12.3%

2,569,854
6.7%

0.0%

0.0pp

3.0%

0.0%
3.0%

1,067,116

181,131
81,320
99,81
1069.1%

2,646,139
1,491,637
177.0%

31-03-2022

2.5%
13.5%

10.7%

2,715,379
6.1%

0.0%

0.0pp

3.0%

0.0%
3.0%

894,771

171,168
61,860
109,308
818.6%

2,430,834
1,434,329
169.5%

* These figures replace the figures published for the same reference dates, and for the same items, in the Report “Disclosure of Information under Part VIl of Regulation (EU)

575/2013" for the year 2022.

Since the Group is not classified as a Global Systemically Important Institution (G-SII), the disclosure of information referred to in

Article 437aand Article 447(h) of the CRRis not applicable.
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6. Remuneration Policy

(Article 450)

This chapter presents the information provided for in Article
459 of the CRR, in accordance with the requirements set out
in the EU REMA templates of Commission Implementing
Regulation (EU) 637/2021, on the remuneration policies defined
by the BCTT Group. Inadditionto thisreport, compliance with
this regulatory requirement must take into account: a) the
“Remuneration Policy of the Banco CTT Group” (available on
the Bank's website - www.bancoctt.pt), which includes the
“Remuneration Policy for Members of the Management and
Supervisory Bodies and Relevant Employees” and the “Emplo-
yee Remuneration Policy” (excluding Relevant Employees
and Employees with multiple employers) of the Banco CTT
Group, having been updatedin December 2022, as part of its
annual review, in accordance with what is defined in said policy;
and b) the information contained in the 2023 Annual Report
(available onthe Bank's website - ) www.bancoctt.pt).

6.1. General Principles
of Remuneration

The Remuneration Policy, approved by BCTT as the parent
company of the BCTT Group, is adopted by all the subsidia-
riesinthe consolidation perimeter,and each entityisrespon-
sible for drawing up and approving the respective remune-
ration models in accordance with the principles laid down in
the Group's policy.

The General Meeting is responsible for approving, revie-
wing and updating the Remuneration Policy with regard to
the remuneration of the Governing Bodies, on a proposal
from the Remuneration Committee set up within the Bank'’s
Board of Directors. The Board of Directors is responsible for
approving, reviewing and updating the Remuneration Poli-
cy with regard to the remuneration of Relevant Employees,
on a proposal from the Executive Committee, subject to the
Remuneration Committee’s appraisal. The Remuneration
Committeeis responsible for assessing and supervising the
remuneration policies and practices of allemployees.

In terms of governance structure, the BCTT Group has a Se-
lection and Remuneration Committee, set up on 5 December
2022 at the General Meeting, and a Remuneration Commit-
tee. The Selection and Remuneration Committee is made up
of three non-executive members of the Board of Directors. Its
main duties are to (i) identify, select and assess the suitability
of the members of the Management and Supervisory Bodies
and Key Function Holders; and (i) set the remuneration of the
members of the Board of the General Meeting, the Board of
Directors, the Audit Committee and the Statutory Auditor. The
Remuneration Committee is made up of three non-executi-
ve members of the Board of Directors, appointed for a period
equivalent to the term of office of the members of the Board.
This Committeeis responsible for making informed and inde-
pendent judgements on the BCTT Group’s remuneration po-
licy and practices, supporting the relevant governing bodies,
and for preparing the respective resolutions on setting the
remuneration of the members of the Board of Directors, the
Audit Committee and the relevant categories of employees.
Atthe end of 2023, the Remuneration Committee consisted of
two members and the Selection and Remuneration Commit-
tee consisted of a Chairman and two members.

During 2023, 13 meetings of the Remuneration Committee
and 11 meetings of the Selection and Remuneration Commit-
tee were held.

Aspartofits duties,namely to supervise Remuneration Poli-
cies, the Remuneration Committee proposed to the Board of
Directors that it hire consultancy services from the external
company AON, which developed a study, delivered in 2023,
onthe gender pay gap.

In compliance with Article 450(1)(k) of the CRR, the BCTT
Group is covered by the derogation provided for in Article
94(3) of the CRD for Article 94(1)(1) and 94(1)(m), given that,
as statedinthe respective point (a), BCTT or any entity of the
BCTT Group does not meet the requirements to be classified
as alargeinstitution. It should be noted that the BCTT Group
doesnothave apensionpolicyin place withinthe meaning of
Article 94(3)(c) of the CRD.

The BCTT Group’s remuneration policy has been designed
so thatemployee compensationis adequate and not depen-
dent onthe award of variable remuneration, avoiding incen-
tives for excessive short-termrisk-taking. In this sense, the-
reisno guaranteed variable remuneration.

The remuneration of the members of the Supervisory Body
consists exclusively of afixed annualcomponentand, as such,
is not related to the Group’s performance or results. The Ge-
neral Meeting is responsible for defining the amount of this
fixed annualremuneration andit may bereviewed annually.

The remuneration of the members of the Board of Directors
with executive functions is made up of three components: a fi-
xed component, a variable component and additional benefits.
Non-executive members receive afixed annualremuneration.

The annualfixed componentof theremuneration of the mem-
bers of the Board of Directors is defined by the General Mee-
ting, taking into account the competencies and responsibili-
tiesin the performance of the various functions of the Board:
i) Chairman of the Board of Directors; ii) Chairman of the Exe-
cutive Committee; iii) Members of the Executive Committee;
iv) Non-executive members of the Board of Directors; and
v) Members in day-to-day management functions, including
those who are members of committees within the Board
of Directors. The fixed remuneration of the members of the
Board of Directorsis not dependent on the Group’s performance
orresults and canbereviewed annually.

In the case of members of the Executive Committee, the fi-
xed remuneration component must exceed 50% of each
member’s total annual remuneration. The variable compo-
nent of the remuneration of the members of the Executive
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Committeeis setinaccordance withthe BCTT Group’s Remu-
neration Policy and may not exceed 100% of the annual fixed
remuneration of each of its members each year, as defined in
Article 94(2)(g) of the CRD.

The Group’s remuneration policy stipulates a short-term va-
riable remuneration component for the members of BCTT's
Executive Committee, to be assessed on an annual basis, and
a long-term variable remuneration component, to be asses-
sed on a multi-annual basis which may or may not coincide
with the period of the respective mandate and/or the relevant
strategic plans, in accordance with what is established in the
performance assessment model. The parameters defined
in the Governing Bodies Performance Model for defining the
performance measurement criteriaand the levels of achieve-
ment and weighting of each criterion, as well as the criteria for
the total or partial reduction (malus) or reversal (clawback) of
variable remuneration, are describedin the Group’s Remune-
ration Policy. BCTT subsidiaries must consider theimplemen-
tation of the long-term variable remuneration component in
accordance with the principle of proportionality. The criteria
for defining variable remuneration are approved by the General
Meeting, on a proposal from the Remuneration Committee
(BCTT) or the Supervisory Body (Subsidiaries). Payment of the
defined variable remuneration may be deferred by up to 50%
of the amount for a maximum period of 4 years, depending
on the BCTT Group’s financial conditions in relation to the
macroeconomic environment on the date of the decision to
awardit.

The additional benefits component may be awarded to mem-
bers of the Executive Committee, in a manner to be defined
by the General Meeting, on the proposal of the Remuneration
Committee in cases where it exists, or if it does not exist, on
the proposal of the Supervisory Body. Benefits can include,
among others, insurance policies, the allocation of vehicles
and meal allowances
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Under the terms of the BCTT Group’s Remuneration Policy,
and without prejudice to the evaluation process, “Relevant
Employees” are classified as follows:

® Employees who perform executive duties and are directly
responsible to the Board of Directors and the Executive
Committee (“Senior Management");

® Employeesresponsible for risk-taking (“Risk-takers");

® Employeesresponsible for a control function - Risk Mana-
gement, Compliance and Internal Audit (“Control Function
Managers") or who assume management responsibilities
in one of these internal control functions, reporting to the
person directly responsible for that function (“"Employees
Responsible for the Management of Control Functions”);

® Other employees with a remuneration equal to or greater
than 500,000 euros and equal to or greater than the ave-
rage remuneration attributed to members of the mana-
gement and supervisory bodies and senior management,
provided that they perform duties in a significant business
unit with an impact on the risk profile of the BCTT Group or
the entity on anindividual basis;

® Anyemployee whomay beindicatedinthe process of iden-
tifying “"Relevant Employees” whose professional activity
has animpactonthe Bank'srisk profile. The process of iden-
tifyingthese employees takes place atleastonce ayear.

The remuneration of Relevant Employees is made up of three
components: afixed component, a variable component and addi-
tionalbenefits.

The fixed monthly componentis defined by the Board of Directors,
on aproposal from the Executive Committee, subject to appraisal
by the Remuneration Committee, and is in accordance with the
termsdefinedintherespectiveindividual contractandthe applica-
ble labour regime. The fixed remuneration component must cor-
respond to a sufficiently high proportion of the total remuneration
and must take into account the relevant professional experience
and the responsibility assumed by the Employee within the or-
ganisation. The remuneration of Control Function Managers and
Employees with Management Responsibility in Control Functions
is directly supervised by the Remuneration Committee (BCTT) or
the Supervisory Body (Subsidiaries).

The variable remuneration of Relevant Employees depends
on the decision of the respective competent bodies, taking
into account the sustainable performance of the BCTT Group,
the performance of the structural unit to which the employee
belongs and individual performance. In the case of Control
Function Managers and Employees with Management
Responsibility in Control Functions, the allocation of the va-
riable remuneration component is decided by the Board of
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Directors, on a proposal from the Remuneration Committee.
In this way, the BCTT Group ensures that staff with control
functions are remunerated independently of the activities
they supervise. In the case of the other Relevant Employees,
the allocation of this component must be proposed by the
Executive Committee to the Board of Directors and is subject
to assessment by the Remuneration Committee (in the case
of Banco CTT) or the Supervisory Body (in the case of subsi-
diaries). Any allocation of this component must comply with
the principles and rules defined for the variable remuneration
of executive directors, wheneverthese principles andrules are
not expressly referred to as being applicable only to executive
directors.

The other benefits component depends on any Company
Agreement applicable to them, under the terms approved
by the Board of Directors or the Executive Committee.

In addition to the legal provisions applicable to the BCTT
Group, severance pay may be paid to Members of the Governing
Bodies with executive functions or to Relevant Employees, ina
manner to be determined, which will be decided by the follo-
wingbodies:

® By the General Meeting (without prejudice to the statutory
power to delegate to a Remuneration Committee), in the
case of Members of the Governing Bodies with executive
duties;

@ By the Board of Directors, in the case of Control Function
Managers and Employees with Management Responsibi-
lity in Control Functions, on the proposal of the Remunera-
tion Committee;

® By the Executive Committee, in the case of other Relevant
Employees (not coveredinthe previous paragraph), subject
tothe favourable appraisal/recommendation of the Remu-
neration Committee; and

® Inthe case of subsidiaries where there is no Remuneration
Committee, by the Board of Directors, subject to the favou-
rable appraisal of the supervisory body.

For the purposes of the possible payment of compensation,
the Compliance and Risk functions of the Group entity in
question must, upon request, draw up an opinion to be sent
to the bodies with competence for proposing, defining and/or
approving severance pay.

When determining the amount of the severance payment,
account should be taken of performance over time and the
seriousness of any failure (either of the Group or of the person
identified) assessed where appropriate.

6.2. Quantitative
Information

The table below shows the quantitative information on the
total amount of remuneration awarded in 2023 and the res-
pective breakdown by business area and employee category.

The remuneration awarded during the 2023 financial year
to Banco CTT's management and supervisory bodies and
to other Relevant Employees, reported in accordance with
Article 450(1)(i) and (i) of the CRR, is as follows:

1 Number of identified staff
Totalfixed remuneration
3 s Of which: cash-based
g Of which: shares or equivalent
EU-4a c L
g ownershipinterests
& Of which: share-linked
5 b instruments or equivalent
E non-cashinstruments
EU-5x Of which: otherinstruments
7 Of which: other forms
9 Number of identified staff
10 Total variable remuneration
n Of which: cash-based
12 Of which: deferred
- . A
EU-13a § Ofwhlch..sr.lares orequivalent
B ownership interests
EU-14a g Of which: deferred
&E: Of which: share-linked
EU-13b 9 instruments or equivalent
ﬁ non-cashinstruments
b=
EU-14b s Of which: deferred
EU-14x Of which: otherinstruments
EU-14y Of which: deferred
15 Of which: other forms
16 Of which: deferred
17 Total remuneration (2 +10)

table 13 - EU REM1 - Remuneration awarded for the financial year
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Forthe purposes of complying with Article 450(1)(h)(v), (vi) and
(vii) of the CRR and the provisions of the “EU REM2 - Special
payments to staff whose professional activity has a significant
impact ontherisk profile of institutions (identified staff)” tem-
plate of Commission Implementing Regulation (EU) 637/2021,
the BCTT Group has no figures to report, which is why this in-
formationis not detailedinthisreport.

(amounts in thousands of euros)

MB MB Other Other

Supervisory Management senior identified

function function management staff
5 5 19 1
402,279 1,359,905 1,705,694 33,641
402,279 1,359,905 1,705,694 33,641
5 5 18 1

- 688,468 171,156

- 688,468 171,156 -
- 344,234 - -
402,279 2,048,373 1,876,850 33,641
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Deferred remuneration, reportedin accordance with sub-sectionsiii) andiv) of Article 450(1)(h) of the CRR, is as follows:

(amounts in thousands of euros)

(continuation)
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(amounts in thousands of euros)

Total Total
amount of amount of
adjustment adjustment
Amount of during the Amount of during the
Amount of performance financial Total Total Amount of performance financial Total Total
performance adjustment year due amount of amount of performance adjustment year due amount of amount of
adjustment madeinthe to ex post deferred deferred re- adjustment madeinthe to ex post deferred deferred re-
made inthe financial implicit remun muneration madeinthe financial implicit remun muneration
financial year to adjustments eration awarded financial year to adjustments eration awarded
Total amount year to deferred (i.e. changes awarded for previous Total amount year to deferred (i.e. changes awarded for previous
of deferred deferred remune- of value of before the performance of deferred deferred remune- of value of before the performance
remun remune- ration that deferred financial period remun remune- ration that deferred financial period
eration Of which ration that was due remunera- year thathas eration Of which ration that was due remunera- year that has
awarded vestingin  wasdueto tovestin tion due to actually vested but awarded vestingin  was dueto to vestin tion due to actually vested but
for previous  Of which due subsequent vestin the future the changes paid outin is subject for previous  Of which due subsequent vestinthe future the changes paid outin is subject
performance to vestinthe financial financial performance of prices of the financial toretention performance to vestinthe financial financial performance of prices of the financial to retention
periods  financial year years year years instruments) year periods periods financial year years year years instruments) year periods
MB Supervisor Other senior
1 up ¥ - - - - - 13 285,628 151,145 134,483 - 151,145 134,483
function management
2 Cash-based - - - - - 14 Cash-based 285,628 151,145 134,483 - 151,145 134,483
3 Shares or equivalent 5 Shares or equivalent
ownershipinterests ownershipinterests
Share-linked Share-linked
4 instruments or _ _ _ ~ ~ 16 instruments or
equivalentnon-cash equivalentnon-cash
instruments instruments
5 Otherinstruments - - - - - 17 Otherinstruments - - - - - -
6 Otherforms - - - - - 18  Otherforms - - - - - -
MB Management 19  Otheridentified staff - - - - - -
7 function 9 1,375,851 462,405 913,446 462,405 913,446
unctio 20 Cash-based - - - - - -
8 Cash-based 1,375,851 462,405 913,446 462,405 913,446 . Shares or equivalent
9 Shares or equivalent ownershipinterests
ownershipinterests Share-linked
Share-linked 2 instruments or
10 instruments or equivalentnon-cash
equivalentnon-cash instruments
instruments 23 Otherinstruments - - - - - -
n Otherinstruments - - - - - 24  Otherforms _ _ _ B B _
12 Otherforms - - - - - 25 Total Amount 3,322,958 1227100 2,095,859 - 1227100 2,095,859
(continue) Table 14 - EU REM3 - Deferred remuneration

In the 2023 financial year, there is no remuneration equal to or greater than 1 million euros awarded to BCTT Group employees
within the meaning of Article 450(1)(i) of the CRR and the "EU REM4 - Remuneration equal to or greater than €1 million per year”
template of Commission Implementing Regulation (EU) 637/2021.
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