

































































































































































































































































IFRIC 17 — Distributions of Non-cash Assets to Owners
The International Financial Reporting Interpretations Committee (IFRIC) issued in
November 2008, IFRIC 17 - Distributions of Non-cash Assets to Owners, with effec-
tive application date to years started after 1 July 20009, early adopting being allowed.
This interpretation intends to clarify the accounting treatment of non-cash
assets distribution to owners. It establishes that non-cash assets distributions
must be accounted at fair value and the difference to the distributed assets carry-
ing amount recognized in profit and loss in the period of the distribution.
The Group did not obtain any significant impact from the adoption of this
interpretation in the financial statements.

IFRIC 18 — Transfers of Assets from Customers
The International Financial Reporting Interpretations Committee (IFRIC) issued
in November 2008, IFRIC 18 - Transfers of Assets from Customers, with effective
application date to years started after 1 July 2009, early adoption being allowed.
This interpretation intends to clarify the accounting treatment of agreements
through which an entity receives assets from customers for its own use and with the
intent of establishing a future connection of the clients to a network or of granting
continued access to the supply of services and goods to customers.

The interpretation clarifies:
> The conditions in which an asset is within the scope of this interpretation;
> The assets recognition and initial measurement;
> The identification of the identifiable services (one or more services in exchange
for the transferred asset);
> Revenue recognition; and
> Accounting of money transfers from customers.

The Group did not obtain any impact from the adoption of this amendment in
the financial statements.

Annual Improvement Project

In May, 2008, as referred previously IASB published the Annual Improvement

Project, that implied changes to the standards in force. However, the effective date

of the referred changes depends on each specific standard.

> Changes to IFRS 5 — Non-current assets held for sale and discontinued opera-

tions, effective for years starting after 1 July 2009. This change clarifies that all
the assets and liabilities of a subsidiary must be classified as non-current assets
held for sale in accordance with IFRS 5 if a plan for the partial sale of the sub-
sidiary, that will imply losing the subsidiary’s control, exists.

The Group did not obtain any impact from the adoption of this amendment in
the financial statements.



Standards, changes and interpretations issued but not effective

for the Group

IFRS 9 — Financial instruments

The International Accounting Standards Board (IASB) has issued in November
2009, IFRS 9 - Financial instruments part I: Classification and measurement, which
is for mandatory application for the financial years starting on 1 January 2013,
although early adoption is permitted. This standard has not yet been adopted by
European Union.

This standard is part of phase I of the IASB’s comprehensive project to replace
IAS 39 and relates to matters of classification and measurement of financial assets.
The main issues considered are as follows:

> The financial assets can be classified in two categories: at amortized cost or at
fair value. This decision should be defined at initial recognition of the financial
assets. Its classification depends on the entity, business model for managing its
financial instruments and the contractual cash flows associated to each financial
asset;

> Only debt instruments could be measured at amortized cost when the con-
tractual cash-flows respresent only payments of principal and interest, which
means that contains only the basic loan features, and for which an entity holds
the asset to collect the contractual cash flows. All the other debt instruments
are recognized at fair value; and

» Equity instruments issued by third parties are recognized at fair value with sub-
sequent changes recognised in the profit and loss. Although, for equity instru-
ments an entity could make an irrevocable election at initial recognition for fair
value changes to be recognized in fair value reserves. Gains and losses recognized
on fair value reserves cannot be recycled to profit and loss. This is a discretionary
decision, not implying that all the equity instruments should be treated on this
basis. The dividends received are recognized as income for the year.

The Group is evaluating the impact from the adoption of this standard.

IFRS 7 (amendment) — Financial instruments: Disclosures

The International Accounting Standards Board (IASB) has issued in March 2009 an
amendment to IFRS 7 - Financial instruments; Disclosures, for obligatory applica-
tion in 1 January 2009.

This amendment to IFRS 7 requires additional information in the disclosures
related to fair value measurement, namely that these amounts should be presented
in three hierarquical levels defined in the interpretation and related to liquidity risk.

Given the nature of these changes the impact in the Group financial statements
was exclusively related to the disclosures.
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Financial Year 2010

Shareholders,

1.

In compliance with the legal provisions and articles of association, the Board of
Auditors of MILLENNIUMBCP AGEAS - Grupo Segurador, SGPS, S.A., in the exer-
cise of its duties, and after having analysed the Balance Sheet, the Income Statement
and the other individual and consolidated financial statements and respective Notes
prepared by the Board of Directors, which accompany the Management Report, for
the financial year 2010, hereby submits its Report on the auditing activity under-
taken and its opinion on the said financial statements.

In the report and opinion presented, the Board of Auditors includes the results
of the analysis and examination undertaken of the individual and consolidated
financial statements that represent the total annual activity of the set of compa-
nies that make up the universe of MILLENNIUMBCP AGEAS - Grupo Segurador,
SGPS, S.A.

2.

The Board of Auditors accompanied, on a regular basis, the activity of MILLEN-
NIUMBCP AGEAS - Grupo Segurador, SGPS, S.A., through contacts it held peri-
odically with the Board of Directors and Company departments, having always
obtained all the information required to carry out its supervisory activities.

3.

The Board of Auditors also examined the Legal Certification of Accounts issued by
the Chartered firm of Accountants and also obtained all the information required
from said firm to perform its supervisory activities.

4.

The Management Report elaborated by the Board of Directors describes the evolu-
tion of the Company’s activity, in a globally recessive economic environment. The
Report describes in detail the key events that characterized the set of activities of
the Group in the insurance and pension fund management sectors along this year
financial, which lead to the maintenance of a relevant position among the insurance
and of a leadership position in the pension funds industries.

For the Board of Auditors, in short, given the fact that in 2010 the premiums
insurance sector, including investment contracts, registered a decrease of 12.6%
relative to the previous year, the following is worth highlighting:

4.1 From the perspective of the company’s positioning in the specific market in
which it operates:

> The maintenance of its position as a solid Portuguese insurance group, hav-

ing reached at the end of 2010 a global market share of 11.9% (16.3% in 2009),
14.2% in Life (20.8% in 2009) and 5.3% in Non-life (5% in 2009).
» Maintenance of market leadership in Life mathematical provisions.



» The position it occupies in the pension funds area represents a market share
of 34.2% and a volume of assets under management of 6,718 million euros,
corresponding to a decrease of 5.1% relative to the previous year;

> An increase in shareholders’ equity of 144 million euros, consequence of the
continuos decrease of the revaluation reserves;

» Consolidated net income of 114,1 million euros, +17.9% as form 20009.

4.2 In terms of the Group’s consolidated production, and where the global evolution

S.

of the sector registered an increase in premium volume of +12.6% MILLENNI-

UMBCP AGEAS - Grupo Segurador, SGPS, S.A.;

> reached a volume of direct insurance premiums, including investment con-
tracts, of 1,946 million euros;

> obtained, relative to the previous year, a decrease of 20.3% in Life business and
an increase of 6.8% in Non-Life, with the evolution of the Portuguese insurance
market registering a positive evolution of 17.2% and 0.9% in Life and Non-Life
businesses, respectively;

» achieved a consolidated technical margin, before the allocation of administra-
tive costs, of 257 million euros, 11.1% above 2009’s;

> registered a consolidated solvency ratio of 183%.

In view of the above, the Board of Auditors is of the opinion that the General Share-
holders’ Meeting of MILLENNIUMBCP AGEAS - Grupo Segurador, SGPS, S.A.,
should approve:

>

the Management Report, the Balance Sheet and the other individual and con-
solidated financial statements of the Company, for the year ending 31 December
2010;

the proposal for the presentation of results submitted by the Board of Directors.

Lisbon, 26 February 2011

The Board of Auditors

Joaquim Patricio da Silva (Chairman)

Jose Rodrigues de Jesus (Member)

Anténio Fernando Nogueira Chaves (Member)
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CONSOLIDATED AUDITORS’ REPORT

(ISSUED BY THE STATUTORY AUDITOR)
(This Report is a free translation to English from the Portuguese version)

Introduction

1. We have audited the consolidated financial statements of Millenniumbcp Ageas
Grupo Segurador, S.G.P.S,, S.A., which comprise the consolidated balance sheet as at
31 December, 2010 (showing total assets of 13,223,280,268 Euros and total equity of
1,145,084,457 Euros, including consolidated net profit of 114,097,047 Euros), the
consolidated statements of income, the comprehensive income, the cash flows and the
changes in equity for the year then ended and the corresponding notes to the financial
statements.

Responsibilities

2. The Board of Directors is responsible for the preparation of the consolidated financial
statements, in accordance with generally accepted accounting principles in Portugal
applicable to the Insurance Sector, established by the rule n® 4/2007 of 27 April, with
the changes introduced by the rule n® 20/2007 of 31 December and by the rule n°
22/2010 — R of 16 December, both issued by the Portuguese Insurance Regulator
(Instituto de Seguros de Portugal), which presents fairly the financial position of the
group companies included in the consolidation, the consolidated results of its
operations, the consolidated comprehensive income, the consolidated cash flows and the
consolidated statement of changes in equity, as well as for the adoption of adequate
accounting policies and the maintenance of an appropriate system of internal control.

3. Our responsibility is to express an independent opinion on those consolidated financial
statements based on our audit.

Scope

4, We conducted our audit in accordance with the Technical Standards and Guidelines
issued by the Portuguese Institute of Statutory Auditors (‘Ordem dos Revisores Oficiais
de Contas’), which require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material
misstatement. Accordingly, our audit included the:

verification that the financial statements of the companies included in the
consolidation have been properly audited;

- verification of the consolidation procedures;

o
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- evaluation of the appropriateness of the accounting principles used and of their
disclosure, taking into account the applicable circumstances;

- assessing the applicability of the going concern principle; and

- assessing the overall adequacy of the consolidated financial statements
presentation.

5. Owr audit also included the verification of the consistency of the consolidated financial
information included in the Annual Report of the Board of Directors with the
consolidated financial statements.

6. We believe that our audit provides a reasonable basis for our opinion.

Opinion

7. In our opinion, the referred consolidated financial statements present fairly, in all

material respects, the consolidated financial position of Millenniumbep Ageas Grupo
Segurador, S.G.P.S., S.A., as at 31 December 2010, the consolidated results of its
operations, the consolidated comprehensive income, the consolidated cash flows and the
consolidated statement of changes in equity for the year then ended, in accordance with
generally accepted accounting principles in Portugal applicable to the Insurance Sector,
established by the rule n® 4/2007 of 27 April, with the changes introduced by the rule n°
20/2007 of 31 December and by the rule n® 22/2010 — R of 16 December, both issued by
the Portuguese Insurance Regulator (Instituto de Seguros de Portugal).

Report on Other Legal Requirements

8.

It is also our opinion that the consolidated financial information included in the Board
of Directors report is consistent with the consolidated financial statements.

Lisbon, 15 March 2011

KPMG & Associados,

Sociedade de Revisores Oficiais de Contas, S.A. (n° 189)
represented by

Ana Cristina Soares Valente Dourado (ROC n® 1011)









